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Based on the experience ot customers 
with out F3 model, we have modified it 
to bring you the redesigned HMT EM3 
version. 

Feed box is much stronger and 
more powerful to take up heavier feeds. 
There are five electro-magnetic 
clutches And a composite feed selector 
switch unit 


Feeds are up to 24. The feed range: 
B-1600 mm/min. 

The table has had its share of 
excitement too. Vibration dampers. 
Balance weight And 20 mm more 
thickness To make the machine vastly 
improved in strength and stability. 

Then the coolant return We've 
devised a shoit letum tor it It now 
returns directly Irom the table to 
the base plate through a connecting 
hose pipe. You know what it means 
The coolant won't ever enter the 
knee, even it the covers are loose. 
Clogging’’ Never 

In other words, the EM3 is tar more 
versatile and accurate now. 


Wa can also provide special 
cyclas to suit your components, 
using the "Progmato" multi¬ 
station (20) programme control 
unit. Your machining time is 
down. Productivity is up. Accuracy 
is unfailing. And rejects cut to 
the minimum! 

Tell us your precise milling 
requirements. We'll tool up the EM3 
to suit them. 


HINDUSTAN MACHINE TOOLS LIMITED 

HMT P.O., Bangalore 31. 

Factories at: Bangalore - Pinjore- 
Ka'amassery - Hyderabad 

Showroom.s at: New Delhi - Bombay ■ 
Poona - Calcutta - Madras 

Sales Engineers at: Ahmedabad- 
Jabalpur - Kanpur - Jamshedpur • 
Coimbatore • Visakhapatnam 


— Responsive To Your Chonging Production Needs 
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Jbnil 


THE pfaAtm of ^ sad )R^cal situation in East Bengal il W 

nay ^ iaasb Tbe rff^orous censoitdNip enforced by the Pakistan Government has 
choked off a£t' indepaulent reportijig and news emanating from Indian sources 
is only sliglitiy Jess tmwlialde tbiin that put out by the West Pakistani Press or 
radio. Two general fm|tt'essi<ms, however, stand ouf. First, the Pakistani army 
ai^ears to have estebUdied control over most of dtp larger cities, indudbig 
Dacca and ChlttagMiff. Admittedly, this has beim done at a tragic cost; ako, 
even in these placed not all pockets of resistance have been snuffed out. Second, 
it does not seem t^ the East Bengali resistance fighters have been following 
any definite plan of nction under the guidance of a central leadership. The 
army has been harassed, at places severely, by spontaneous local actions, but 
the nature of such Actions seems to confirm that the army had managed to ar¬ 
rest a large number of the Awami League’s top leaders, including Sheikh Muji- 
bur Rahman, in its first swoop. 


The Government of India has been under severe pressure to go to the 
help of East Bengal, though what form such help should take has not been 
very dear. Armed intervention in strength by India, whidi would have had 
to be carried out opmily, with the objective of securing East Bengal's indepen¬ 
dence in a single swift campaign had to be completely ruled out from the be- 
gmning. On the diplomatic front, too, the Indian Government’s options are 
limited. No provisional government of Bangla Desh has yet been ceWsUtuted. 
This together with die certainty that in the first phase of fighting at ai^ rate 
the army would be able to get the upper hand and doubts about how our 
action might he leceived by the two Super Powers and how it might a^t our 
policy ul iiiendship with the Muslim countries of the Middle East appear to 
have persuaded the Government against recognising ’independent' East Bengal. 
Its cflorts to canvass support for East Bengal in the UN and in the capitals Of 
the world have also not been succ'esslul. Those who have reacted appear fo 
have taken the view that what was happening in East Bengal was part of Pak¬ 
istan’s intenial affairs. 


The Government of India is thus in the position ol being unable to inter¬ 
vene decisively in East Bengal while, at the same time, being compelled to get 
involved in ways in which all it can do is to sustain the resistance naovement 
to keep fighting. But already political analysts are warning the Government 
that a prolonged insurrectionary situation in East Bengal may not be to its 
advantage. Such a situation, it has been suggested, would not be conduoive to 
the ’.stability' ol the eastern part of India. It has also been argued that the 
present Awami League leadership might not Jie tflile to retain control of a pro¬ 
tracted insurrecbon whose leadershiiJ might pass into the hands of, from the 
Government ot India’s viewpoint, ‘undesirable’ elements. 

It appears, therefore, that on the whole India’s role m East Bengal will be lew 
than decisive. On the other hand, the role that political changes in West Pak¬ 
istan could still play in the lesolution ot the situation in East Bengal appears 
to have lieeii underestimated. Superficially it docs seem that the developments 
Ul East Bengal liave given a liesh lease of life to West Pakistan’s army regkne 
since the army can now claim to be indispr-nsable lor preventing the country’s breidc 
up. But in fact tlie army is not on a particularly strong wicket, Consirkring ail 
the adverse lactois it has to contend with, like the vast distance to East Bengal, 
the problems ol keeping even a force of tin- present size there adequately si^- 
plicd, and East Bengal’s long, open bolder with India, the army cannot maintain 
the countr>'’s unity by lorce. The effoil to do so will exist a pretty penny which, 
together ulth the dislocation of the txmntry’s loieign trade based laigely in East 
Bengal, is bounil to soon reduce West Pakistan’s economy, and along with it 
the military regime, to precanons straits. The demand foi jx'storation of civi¬ 
lian rule in West Pakistan is Imund to gather momentum once again in this 
situation. Simultaneously, in East Bengal the socio-economic interests which 
the Awami League represents, seeing the leadership of the struggle against the 
army slipping mil of their hands, may recognise th<‘ wisdom of trying to orrisre 
at a political settleim-nt with the political li-adeiship in West Pakistan. Of 
course, there are some obvious difficulties in the way ul such a development. 
It is not known how many from among the present leadership of the Asvtml 
League will suivivr* the present phase ol the aniied struggle. And those that 
do will have to tread warily in persuading the Ea.st Bengali people, after their 
traumatic experience, of the legiUmacy of any negotiations with West Pakistan, 
especially with someone like Bhutto (who, it now appears in retrosjpeot, was 
ratbor unwise to allow hlmsdf to be 8o closely identified with the army’s xrfe 
bi East Bengal). 
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Hut ontr tlu* nnotiunal l)l<»cks and 
prrscmulity problems aie overcome, the 
leaders of the middle classes in East 
Ik'uu^d and in West Pakistan (s<» aptly 
represented hv Miijibnr Itahman ami 
Bhutto, ilespite all their diffeiences) 
may eoim* toj'elher to woik out a piili- 
ticul solution to the <-ounli>'s liibiie 
which would remov<' th<* aiiuy lioni 
[Xiwei in the West and seoteli ulti.i- 
rudieal political loiees in the Kast It 
Koes Without sa\iin4, of eoiiise. that iin\ 
such solution will havi* to lie based i»u 
a loose ledeial aiianp'Uient -- whithei 
on the lines o( Mujih s sis [limits tw 
some olhiT loiuiula - between the two 
paits of th<' (ouutis 

SikIi a possibihts does appctii i< iuo(<* 
just now. Itiit it iM-< (1 not 1 h' luled out 
once il is iet<»^iuse<l that u«'i(h<'i (he 
ann\ iioi (he iesis|.iiie<- movement m 
East Heiijial <au (aiiiu the insmn'ition 
there to a <|uuk (oueliision And ^iven 
its own malnlih t») intejvem' <ieeisive- 
1\. a politic .it solution oil thi* abovi' 
lines should also not be unweleoine to 
the (aiviaiiuK lit ol India eonsi<1erinu its 
niteiest lu pii'srivnm 'st.iluhts' m the 
r<'j;ion and pieveiiliuii the develojnnc'nt 
of ladii.il pohtual (emh'iuies aeioss 
the eouiitis s easlt'iii boideis 

Exports 

Laro* Orders Passed Up 

KNCINI'^KUINC in 1970-71 i\i.- 

vstimateci (o be of ihc order of Rs 111 
<i(>n-s, ,ij;,iiiisl dll' u-viscd taiHct ol Hs 
120 doles .Hill the oriniiiul t.uKel ol Il.s 
NO doles Isiii'iiK-eiiiiK espoils liail 
iiideas<(l li\ Its 22 (lilies in 1909-70 
to Hs 107 doles. III tile pievioils sear, 
tiles hail .1 little inoie than doilliled to 
Hs K.5 doles. Tile slossdossil in Kiosslli 
ol enninieiiin; espoits (1111111}; 1970-71 

lias .steiiiiiied lioni a s'aiiets ol laetois, 
eliiells tile steel sli(>ita};e, ssliieh r. 
inained uiiiiiili.};.ite(l des|iite |iioniised 
iinpiiits .111(1 file les'ival ol inteinal de¬ 
mand loi .1 iiiiinliei ol piodnets ,\ 
iiiiiiiliei ol these laetois. i.ni};in}; lioin 
liolllenedvs m i.nl transpoll and limited 
do(k li.mdiiiu; eaiiaeils to l.ilioui tioiilile 
.mil m,idei)iiale dedit. lind tlieii pliee 
ill tile (ii(/e niriiiiiirc sulmiitled to the 
(aiseimneiil last month In the F.ii}'m- 
eeiiii}; Isspoil I’loinolion (amiitil 

The l'',KI’<Vs ilhiit h.is in this e.iso 
extended la solid lolilisini; lor eoneos- 
smn.s ll has st is'd to hi};hlii;ht ,i m.i- 
joi development in en.i;ineeiiii); espoils 
— the yross im; volume ol hulk oidois 
that piodiieeis ol em;ineeiin}; mavds ate 
leeeiviiiL' Ol the i sliiiiated Hs lb's 


crores of engineering exports in 1970- 
71, ssell over a lialf, or Hs 70 crores, 
ssas in the shajse ot hulk or high value 
(ontiaets lor lailsvas track and (;quip- 
ment. iiidnsliial plant and inaehiiiery. 
stiiietmal laliiieation. transfoniiers, and 
so on. .At the end of Maich 1971, the 
iiidiistrs had hi};h value contracts of 
the v.thie of Hs KM) eroies, the major 
IKiilion ol which is due lor deliveiv in 
the eiirient sear. 

I'iEI’C claims that ss ith adequat” 
steel and incentives the engiiieerin}; >n- 
(hisliv can not onis Ixio.st e.sporls in 
1971-72 to Hs 10.5 cioie.s. as visualised 
sslien the target loi 1970-71 svas orii;i- 
nalls fised at Hs 140 doles. 1ml also 
m.ike lip loi the entile shortlall in 

1970-71 This claim mas oi inav not 
he a h.nniless evereise m hiavado liy 
an indnstrs' sshieh knosss loi certain 
that steel ssill not he av.n'lahlc in the 
)e(|uiied (inantities. VV'hat is more iin- 
]>ortant is that svhile high value enn- 
liads have come the svas ol Ihc engin- 
eeimg indnstis, effoits to attiaet liesh 
bulk ordcis aic elearls’ llagging Ono 
ol the leasons is, ol eoin.se. the .sic*'! 
shortage. Bill a .second le.isoii needs 
to he noted the in.ihilits ol iiidustiial 
linns to hid Ini and attiaet lealls high 
value coiiliaets. 1 loss' serious the liini- 
t.ilion (.111 lie IS seen tioni IsEI’O’s es¬ 
timates ol (Iiders that Indi.m mdiisliy 
let slip liy. alioiit a do/en sngai iilanls 
III tile I’liilippines and .Snd.m, poss.i 
plant sliiietiiials in Sing.ipoie and a 
liost ol oideis III .South-East Asm, esti¬ 
mated to add up to S13S million, for 
projeets a.ssisled by the .Asian Develop¬ 
ment Hank Eesv Indian engineenng 
linns can lake on tiinikes contratts. 
Miieli piililieits h.id lieen given in th.e 
leeeiil past to the enieigeiiee ol dinsoi- 
limns III India. These, it ssouhl noss 
.ippe.ll. sseie hs' .uid l.iige meiels' ai- 
i.ingeiiienls to leiidei lointls. 

I'iEl’C’s .suggestion is that flic laigei 

esiMiil houses si.Id initiate consor- 

tniins ssilh an assnianee ol a levvard 
liom siqiplieis. cash assistance to whom 
lioin the (aiveninient should 1h; iii- 
(leased snbslantialls . The additional as¬ 
sistance should lie si/ealile enongli to 
.illoss the Indian siqipheis to (luole 
alioiit .5 pel cent lieloss then intern.i- 
lional livals. This is eeitainls one svas 
ol getting loiind the individual firm’s 
hiiiiled sapaeils to chase tendeis and 
nurse tiireign liiiyeis in competition 
ssith lepiiled intei national rivals, 
’rile mil lies in tht laet that 
loo.st ol the m.ijor indii.strial houses 
have then ossn e.vpoit houses — and 
siii.illei livals 111 husiness ssoiild he 
eli.iis of going iindei theii nnihrelhi. 


EEi’C's suggestion would at best be a 
partial solution to the organisational 
problem ol lerreting out and nursing 
export orders. Yet something needs to 
Ik- done s(Kiii, lest the reputation for¬ 
tuitously built up during the recession 
should be irreh'ievably lost. Chiarly, a 
ss’orkable as.sociation Ijetwi'en reputed 
eonsiiltaiits and tlu- State Trading Oir- 
luiration lu-eds to be promoted to sup- 
ph-nient tin- export hou,sc.s in the pri- 
vat(- sector to fish lor high value export 
(ird(-rs. 

Aid 

Wrong Accent 

A Correspondent writes: 

THE hit(-st .igr(-(-iii(-iit loi iioii-projeet 
aid ot 1.5.5 xiillion hetween th(- US 
and India .shows that th(- aeceiit on 
non-projeet assistance in the goV(-rii- 
UK-nt's approach to seeking foreign aid 
leiiiaiiis iin(.haiig(-d 'J'he US alone is 
report<-d to hav(- puividcd .so fai noii- 
pioj(-et aid e.xeeediiig $ 2..5 hilliun. oi 
a ipi.iiti-i III its total aid to this country. 
Thi.s aid has gone to finance import ot 
niat(-iials like st(-el. fertiliM-is and noii- 
leiroiis nielals, components for items 
like anlomohiles and iiiachinei'}, spare 
pails, as also items tor h(-alth, family 
phinniiig and (-dm.itioii progiainnu-s 
l.<-.iving aside tlu- social infraslriic- 
Ime progiammes lik(- health (where 
then- is U-ss seoiie loi capital goods ini- 
liorts), it is necessaiv to ask vvhetlu-r 
tins slant m aid-siekiiig policy is al- 
tog(-th('i (lesiialile. It has h(-(-n aigued 
that noii-i)io)(-el mipoits hav(- a huge 
imiltipliei (-Heel on local production 
(tlu- iniiltii)h(-i IS phie(-d at V) and that 
it lielps to providi- cmplov ni(-nt to .i 
laige immher ol nidu.stiinl woikeis. 
llowevei. this haidls solves any of the 
ic.il piohl(-iiis facing th(- (-c-ominiy.* 
l-'iist, it diredly muh-iimiK-s the eco- 
nniiiic picssiiK-s loi increasing (-xports. 
Noii-prnjeet aid thus hccomes anoth(-r 
ol tho.si- soil options which hide lh(- 
laihiK-s of the govciiinu-nt’s economic 
policies. .Second, the so-called imme- 
diat(- licnefits Ironi noii-proj(-ct aid aie 
diiectly at th(- cost of fiiliiie growth of 
liiodiietion and cmployilient — the 
vahu- added’ and ‘oinployinent’ hene- 
lits ot iuin-pi(ij(-et aid are onee-foi-all 
g.iins deriv(-(l in the yeai of the ns(* ol 
such aid. Th(- benefits from pniject 
.lid, 011 the (ithei hand, would he f(-lt 
over a l()iig(-r peiiod. 

Ill th(- rethinking on ec-onomic 
poheii-s that must follow now, clear 
ehoi(n-s havi- to he made on tlu- qiian- 
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turn and content of foreign aid. The 
l)a.sic character ol onr economic pro- 
hh’in has not changed. W'e still netid 
to increase the rate of invt:stmcnt Ix-- 
yond the domestic savings rate and our 
capital goods industry cannot meet all 
the investment needs of the econutny. 
At some ix)iut ol time, the Government 
has to recogni.se that our current import 
needs have to I)e met out ol our e.\- 
ports and that u’hat<'vcr foreign aid is 
received, is used to .supplement the 
huilding up of th<‘ capital stock in the 
economy. 

Vietnam 

The Balance of Blood 

A ROUT is a rout even if Washington 
chooses to d('scril)e it as a "rearward 
mobile manoeuvre". No amount of se¬ 
mantic easuistiy can conceal the late 
ol the attack, planned h> the Americans 
and executed with massive .American 
air support, hy .South Vietnamese 
trooiis against the IIo Chi Minh Trail 
in Laos. The attack, intended to 1 h‘ 
as ilecisive a move m the Vietnam wai 
as the ovcrthiow ol I’rmee Sihanouk in 
Cmiihodia and the joint .Aincricaii- 
•Soiith Vii'tii.iinese invasion ol that 
country, had as its olijeetives the cap- 
tiiie and destruction of Victcoiig sup 
plies and arms stockpiles and the clos¬ 
ing up ol the 111) (ihi Minh Tiail 
tliiongh the ,Sonth Vietnamese forces 
rapturing stiategic parts ol it and hold¬ 
ing them till the onset ol the nionsooii 
when, it was helieved, the tiail would 
hecome largely nmisahle. By thus se- 
vereK depleting the Vietcong’s sup¬ 
plies and preventing then replenish¬ 
ment lor many months, the operation 
would, it was hoped, weaki'ii the Viel- 
(sayi wai effoit m South Vietnam so 
that 1‘iesident Nison could pioeeed 
with his ])rogianime ol "Vietiiainisatioii 
atul withdiawal of Ameiicaii troops. 
The operation, conducteil on the gionnd 
largely hy South Vietnainc.si' torces, was 
expected also to prove the leccntly- 
ac(|uired coiiihat capabilities ol the 
South Vietnaini'se army anil thus esta¬ 
blish the long-term viability ol the 
concept ol ‘V'letiiamisation’. 

In the event, the oiieration was an 
unmitigated failure liom every imiiit ol 
V 4 .'W. With all tla' exaggci atioii that 
they aie capable of, US anny spokes¬ 
men ill South Vietnam have produced 
• no iiTipicssive inventories ol supplies 
captured and destroyed. Tin’ South 
Vietnamese did not even get to many 
ol the appointed points and, ot course, 
they held none for any length ot time. 


The whole opeiation collapsed a good The steady leiluction in the iiumbci 
six weeks ahead of schedule with hail- ot US tioops and the piomise that the 

ly battered South Vietnamese forces process will continue have taken the 

scampering hack for dear life. With edgi* off the Vietnam wai as an issue 

nothing elsi‘ to fall hack on, American in American doine.stie jxilitics. With 

spokesmi'ii havi‘ concentrated on the the pi<'sidenti,il eleition tine next year, 

large iiumlM-is of enemy troops killi'd. eaii Nixon affoid to reverse the proce.ss 

Of coiii!«e, no one any longer takes hy slowing down troop withdrawal? On 

these figures seriously. That ap.iil, the other hand, il he slicks to his with- 

sueh losses as the Vietcong siitfeied diawal (inie-tahle, how can hi’ prevent 

weie mostly inllieted hy Aineiican aii the South Vietnamese loices from 

attacks. .As an .American new'sinaga- Imckling under Vietcong iiiessure"!* It 

zinc has put it, the lole ot the Viet- is veiy likely that Nixon may seek an 

namese army in the operation olten aiiswi’i to the dilemma in vastly inten- 

consisti'd of counting the Vietismg sified h(niihing ot Laos and North 

dead alter an attack hy the US aii Vietnam. This is imliki’ly to alter the 

lorce. h.isie eoiiise ol the wai in Vietnam hut 

The Laos oix'ialion has also exposed hy the time this l.ict is established for 

IIS claims ot the lighting ijiialities ot .ill the woild to .see a lew hundred 

tiie South Vietnamese army. The maul- thousand moie .Asian men, women and 

nig il got .so nnneived "president" Tliieii elnidien would have been aililed to the 

that he reixntediy rejected Aineiican jiiond tallv ol the woild's most suphis- 

leiinests loi luovidmg additional tioops ticateil w.ir inaciiine. Taking North 

even to go to the leseiie of withdraw- and South Vii'tiianiese together, the 

mg .Sooth VietiiaiiK'se foiees under at- .Anieiican-planned and executed Laos 

talk hy the Vietcong. The lailiiie ol opeiation may have clainieil some 

the l.aos adveiitiiie and the weakness 10.1)00 oi mole lives. Against this the 

ol the .South Vietnamese ainiy that it iinmhei ol Anieiieans killed were a 

has exposed laise ijnestioiis about the hmidied oi less. So long .is the balance 

liitnie ol Nixon’s piograinine foi with- ol blood is .so nmeh m their favour, 

diawal of Aineiican ground lorces from the .Aineiieans aie not entirely without 

.South Vietnam. ojilions -- in the short run. 


BUSINESS 


Enough Credit Cushion 

'I'llE .Ajiiil heat is on. Delegations aiul incliiile hank eiedit lor liKiil procure- 

niemoianda are flooding the Rcseivc nient which h.is mcieased hy Rs 108 

Rank proti’.sting against the so-called ilores in this busy season against a 

cicdit "s(|uccze’. Oni- can imagine tlu lontr.ii’tioii ot Rs ,5.5 crorcs in the cor- 

nitensity ol lobbying in New Delhi. responding period of the 1969-70 sea- 
Kveiy organisi’d industiy and hiisinc-iS son. Net of lood proinremeiit, thus, 
group has joineil in the lament over the hank ciedit has expanded hy jii.st Rs 
deli’teiious impact ol the Reserve 272 cioies against the colossal Rs 528 
R.mk's ciedit iiolicies. In this they have cioies leeorded in the corrc.sponiling 
leeeived valuable suppoit Ironi. interest- jieiiod ol tin- last busy season. A cie- 
niglv enough, the chaiiinan ol the State dit sijiieeze aliight, it would seem. 
Rank. The whimpering hy organised in- The suipiisnig thing is that the pro- 
diistiy, traili- and the hanks may he lest against the .s(|ueeze is being inus- 
takeii ns evidence that lor once a credit leied m lull stiengfh only now'. True, 
si|ueeze is .showing signs ol hecoiiiing the second hall ol the busy sea.son is 
effective. busier than the Hist, and mid-March to 

The statistics aie, indeeil impiessivi’. mid-May is a iieriod ol credit escala- 
Kioni the end ol October 1970, which Imii. It is ah.o a I act that the Reserve 
milks the commciitxiiient of the buss Rank has impleinenled the squeeze, 
se.rson. till Marili 19, 1971, the latest initiated in lamiaiy, with lle.xihility’. 
ila'i’ for which data are availahle, In Fehriiaiy, lor instance, it gave an 
total hank credit increased hy Rs 380 extia dollop ol Rank rati’ le.linancc to 
crorcs. The endit I’xpansion w-a.s lU tlii’ hanks. However, the lea.son for the 
•174 crorcs in the corresixjiiding period delayed protest seems to lie elsewhere, 
of the 1969-70 busy season. These dat.i Rorrowi rs had already tapped size- 
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iicdit Irotii the banks when tile 
squeeze was introduced. The credit 
siirKe of the 1909-70 busy season was 
followed by a further Rs 190-crore 
bulge in the 1970 slack sc>ason when 
funds should liave been returned to the 
banks. In other woids, there was 
heavy credit retention during 1970. a 
procc'ss that re.tlly began in the previ¬ 
ous year when the Rs 427-crore credil 
expansion of the 1008-69 busy season 
was bloated by a further increase of Rs 
.31 crores in the lOfiO slack season. This 
heavy credit retention no doubt ac- 
eoiints for the leisurely jiace of the re¬ 
action against the Rr-serve Rank's credit 
srjueeze. For the same rea.son, too 
much .should not he read into the com¬ 
parative data on credit expansion du¬ 
ring the four and a half months of the 
current busy se-ason and the correspond¬ 
ing period ol tlv last busy season. Du¬ 
ring the yeais ot lecession, industry had 
built up a si/,eable cushion of bank 
credit. The fpiestion, it may be aigued, 
is one of r-nsuring credit repayments 
and not .sustaining credit expansion. 
Surely, the continuing ])rop<'n.sity to 
hold on to stocks is not an indicator of 
a credit shoit.4ge, conimereial bankeis’ 
views to the eonlrary notwithstanding, 
in sum, the lecent credit .sf]ueeze 
should Ih’ seen against the background 
ol the heavv and eontinnons eiedit <‘\- 
pausion since inid-intW. A brake wms 
overdue. 'I’he s(|ueezc of January 1971. 
against whiih a lun- and cry is being 
laisi'd, has l)\- no means resulted in a 
credit shoitage What it has done i.s to 
w'arn banks’ elieiils that ni liitnie bank 
eiedit eaiinot be lesorled to as a matter 
of course. 'I'he lear has bis'n inspired 
by banks' attempt - - under pie.ssure. 
Irom the Heseive li.uik -- to bifurcate 
credit limits ,md cieate a eomponi'iit to 
eovei tiadmg tiaiisaefions through dis¬ 
counting ol bills ol exib.mge. This led 
the big boirowcis — textile interests, 
tor example — to leipiest the. Reserve 
Bank that the bill limits should be 
in mldituni to the e\isliug credit bunt, 
enjoyed In them' Cllcaib, theie is a 
ilasli of objectives lu-re: the Rc.serve 
Hank wants to use the bill market ,schemc 
to break the in.ictitx- of oveiborrow¬ 
ing. and mtiodiice some rationalisation 
ol eiedit b\ lelalnig it to the end u.se 
— jiies'entmg the diveisiou ot W'oiking 
eapil.d funds into purchase of .shares, 
lor r sarnple. Industry and trade, liow- 
ever, see the bills as an additional in¬ 
strument loi ekeing out bank credit. 

The Reset ve Rank's lolc as a icgula- 
tor of bank cieilit cannot be viewed in 
isolation fiom it.s role as banker to gov- 
enunent. During the eurient busy sea¬ 


son, net bank credit to government — 
including the State governments — has 
worke d out to Rs 250 crores (upto 
March 12) against Rs 52 crores in the 
corre.sponding period of the 1909-70 
busy season. Given this order of de¬ 
ficit financing, it is just as well that the 
exiiansion of m'l bank credit to the 
(ommereial sector was held down to 
Rs 2.34 crores against Hs 403 crores 
And now that it is known that for the 
fiscal year 1970-71 deficit spending on 
account of the Centre and the State 
govi’mments w'oiild be the order of Rs 
450 crores, it would appear that the 
Reserve Bank was fully justified in 
keeping hank credit to the commercial 
.sector on a tight leash. Instead ol 
thinking of ‘lilieralising’ credit in the 
conventional sense, the Reserve Bank 
should try to sustain the modicum of 
discipline that commercial banks have 
been compelled to exercise icccntly. 
Ranks have to be made to undei stand 
that any expansion in credit limits 
would be justifiable only in terms of 
expansion of industrial production. 

STC _ 

Clarifying tha Many Roles 

TllK .State Trading Coriroralion’s pro¬ 
visional acc-ounls for 1970-71, a.s well 
.IS the promptness with which they 
well' lelea.sed on the first day of 1971- 
72, relJcct the consistency witli which 
the highly piofessionalised management 
. 111(1 aeeounting system initiated in the 
past couiile of years are being pursued. 
Tliey also incidentally show that, how¬ 
ever professional the inanagemcnl tech- 
niiiues may be, discrepancies between 
taigets and achievements will arise iin- 
h'ss the wider and long-iange goals 
ami roles of the Corporation are clear¬ 
ly established. 

Thus STC’s total costs to sales ratio 
has been iwogressively coming doxvn — 
though ill money terms total costs in 
1970-71 were, at Rs 5.1 crores, higher 
than III 1969-70, largely because of the 
new head office (“an attempt at provid¬ 
ing modem and efficient working and 
Imsincss environment of an international 
standard but at Indian costs”), higher 
wages, new' foreign offices (as part of 
an e.\iK)rt development strategy), etc. 
I’lirtlicr, underlining its new comincr- 
lial consciousness, STC has continued 
III give the increased dividend ot 20 
pci cent (previously 10 tier cent) on the 
equity capital of Rs 7 croies (previous¬ 
ly Rs 2 crores) enlarged through tliree 
successive bonus issues. Like all grow¬ 
ing, consciously streamlined organisa¬ 


tions, STC professes awareness of its 
“shortcomings and the long way [it 
has] yet to go”. 

It must he aware, too, that part of 
the contribution to such improvement 
must come from Government assigning 
to it a more definitive long-term role. 
In 1970-71 turnover and profits fell 
below targets. STC’s imports were 
lower because its subsidiary, the Ca¬ 
shew Corporation, took over its Rs 30- 
crorc worth raw cashew imports. Che¬ 
micals, agricultural products, and tex¬ 
tiles cximrts did well, hut engineering 
goods and human hair exports suffered 
setbacks. .STC’s profits were lower (Rs 
2.44 crores against Rs 4.90 crores tar¬ 
geted), mainly for tw'o rea.sons. First, 
as chairman P L Tandon pointed out, 
because of Government’s pricing policy, 
whereby STC was rciiuired to buy 
soyabean oil and tallow in international 
markets where their prices had gone up 
and to sell them at internal prices de¬ 
liberately pegged down by Govern¬ 
ment (a.s part of the wider price ptdi- 
ey). Secondly, STC suffered exiroil 
losses of Rs 5.5 crores, against the bud¬ 
geted Rs 50 lakhs. It.s provisional ac¬ 
counts call these ‘developmental’ export 
los.ses. Hope is held out for chemicals 
becoming an important export, for 
engineering exports picking up .again if 
steel is available, and tor railway 
eiluiiMnent exports Ix'iiig in the offing 
(■3,600 wagons have been ordered by 
I'ugoslavia w'hieh provide STC’s large.st 
evei single order, to irnctify in the 
coming year). 

S'rC in fact — given its central trad¬ 
ing place and size —could be in an 
especially favourable irosilion to take 
on ihe activities and negotiations need¬ 
ed to develop export markets for non- 
traditional exports. But if it is to 
be given this role on behalf of imjjvi- 
tliial manufacturers, that assignment 
will have to be integrated with an over¬ 
all export strategy to avoid eonfii.scd 
dnjrlication and .so that the Corpor.ati’on 
itsell can irrovide for it adequately in 
advance — even deciding to start spe¬ 
cialist subsidiary cxyrporations such as 
MMTC or Cashew Corporation for the 
purpose. STC’s past forays into stray 
fields such as manufacture and export 
of hirrnan hair wigs (whoso exports 
last year fell from competition with 
syirthetic hair) have left doubts about 
the precise role STC nnrst play in gfv- 
ing a boost to exports. Similarly, and 
especially if Government is serious 
about takingover the entire import trade 
the area of imports that is to he user 
for prtce/iiscal operations will have tr 
be clearly demarcated for STC. 
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Wrong 9ort of Pomporlng 

WHILE much has been said on the 
paper famine, expected to grow more 
acute, and the need to develop the 
paper industry at a faster rate, an as¬ 
pect that merits as serious attention is 
the development of newsprint manufac¬ 
ture. Consumption of newsprint in the 
country is lower than is warranted by 
broad standards of economic and cul¬ 
tural development, and even that is 
met mainly by imports which during 
1969-70 were over 155,000 tonnes and 
worth Rs 18.8 crores. 

Planning for newsprint manufacture 
has simply lacked the force of active 
intention. The Second Plan fixed the 
capacity target at 60,000 tonnes per 
year, and planned for a second news¬ 
print mill in Andhra Pradesh based on 
bagasse and with a capacity of 30,000 
tonnes per year under a programme of 
the National Industrial Development 
Corporation. Little progress was made 
with this scheme, however, and when the 
private s<!ctor showed interest in news¬ 
print manufacture NIDC gave up efforts 
to proceed with the programme — even 
duiiiig the Thirtl Plan. Consequently, 
jiutput oi newspiiiit at the end of the 
SccoikI Plan was only 23,000 tonnes 
per year, imports being some 76,000 
tonnes. And Nepa remained the only 
newsprint unit. 

The Third Plan estimated that de¬ 
mand lor new.sprmt would rist* at an 
annual rale of 10 per cent (against 7.5 
pel cent during the First Plan), and it 
therefore proposed a capacity target of 
150,000 tonnes per year so that output 
would be arontid 120,000 tonnes per 
year. Proposals lor establishing this 
capacity included private sector schemes 
of Rohtas, Birla, Gwalior, and Shrec 
Goyal Paper, which were approved by 
Government. Nepa Mills was also allow- 

€• 

ed to double capacity to 60,000 tonnes 
per year But none of the new schemes 
'made any headway, and production in¬ 
creased only slightly to 30,500 tonnes 
by 1965-86. 

Now the Fourth Plan target for news¬ 
print production is 260,000 tonnes per 
year, based on an annual rate of growth 
of 7 per cent. An output of this magni¬ 
tude would require capacity of around 
300,000 tonnes per year — or a four¬ 
fold increase over the present capacity 
of 75,000 tonnes per year. Yet there is 
to date only one firm proposal, viz, that 
a of the public sector Hindustan Paper 
^ Corporation for a newsprint mill in 
Keytia with a capacity of 75,000 tonnes 
per year. Thapar’s scheme in Himachal 
Pradesh finds mention only in the annual 


t«pott of BalUipur Paper. Moreover, 
considering the -capital-intensive nature 
of the industry and the long gestation 
period involved, it seems doubtful that 
any further capacity ' will materialise 
within the next 5 years. 

What has been at the root of this 
failure to obtain newsprint indigenously? 

A major hurdle in the development of 
this industry has been that the cellulo- 
sic raw materials Have not been within 
easy reach of ready locations for plants. 
But instead of focusing attention on 
the search for sites to support what 
could he economic scales of production 
of newsprint, official policy has merely 
blurred issues by controlling price and 
subsidising newsprint users. Even 
wood pulp imports are allowed 
duty free if us<-(l for manufacture of 
newsprint. As a result, no clear view has 
emerged about the size of economic 
units in newsprint manufacture. The re¬ 
fusal to revise, pi ice of Nepa Mills' 
n<-.wspriiit even though prices of ordinai-y 
printing and writing paper have been 
officially revised upwards by Rs 400 per 
tonne, and the n-lusal to let Nepa ex¬ 
pand for several years were both part 
of this lack of clarity. Yet the industry 
is highly capital-iiilcn.sive and, if a high 
bicnk-cven point is to be avoided, a 
realistic price level is imperative. A clue 
to how imrcalistic the price is may be 
found in the fact that imports of news¬ 
print do not can>- any duty since local 
ncwspiiiil IS cheaper by about Rs 200 
per tonne. 

Meanwhile, demand for newsprint is 
potciitiiilly strong. It is estimated that, 
if supplies were easy, demand would 
even now be around -300,000 tonnes per 
year. A prc-iiivcstirieiit survey of forest 
resources recently conducted by Govern¬ 
ment has established possible sites for 
paper and new.spiiiit manufacture. What 
is needed now is to allow reasonable 
prices for newsprint, while at the same 
time n.siiig other sanctions to get busi¬ 
ness interests, parliciilarly the big news¬ 
paper producers, to enter this field. 
However, considering the rate at which 
the advertising revenues of the large 
newspapers arc increasing, the newspa¬ 
per industry can do without the subsi¬ 
dised and preferential treatment it gets 
today. There is absolutely no case for 
treating newsprint differently from other 
kinds of paper in the matter of allow¬ 
ing iJricc inci eases. 

Dyestuffa 

Room for Funetlonal Division 

CVER the past 16 years, the dyestuffs 
industry has grown under die dual pro¬ 


tection or Import restrlctioiu and toitSt 
on intermediates. Protection will con¬ 
tinue till the end of 1971 and, mean¬ 
while, the tariff panel will again review 
the industry. 

Concentrated in Maharashtra and 
Gujarat, the industry consists of 21 units 
in the organised sector having an esti¬ 
mated capacity of 16,000 tonnes per 
year, and of approximately 100 units in 
the small-scale sector with an estimated 
capacity of 6,500 tonnes per year. The 
■small-scale .sector has grown without 
specific help from Govenunent like 
reservation for it of certain categories 
of dyes, etc. Yet its growth does depend 
partly on the availability of imports of 
intermediates at concessional rates of 
duty (which is the recommendation of 
the Tariff Commission) and partly on 
liical supplies from the bigger units in 
the industry. (Frequent complaints have 
been voiced by the small sector that es¬ 
sential intermediates like BON acid are 
often not available from the bigger units 
because .some of their output is directed 
to exports.) For this reason, the Tariff 
Commission recently recommended im¬ 
ports through STC and control on dis¬ 
tribution and price of dye intermediates. 

There is, however, need for such con- 
Hicl bctw(-cn these two sectors. The 
(lyi-stulfs industry spans a wide spectrum 
of dyes, and there is scope for co-cxis- 
tence of lioth .sectors which might even 
lead to healthy competition and to 
optimum price, levels. 

A suggestion to this effect was in fact 
made at the annual general meeting of 
the Dyestuffs Manufacturers' Associ¬ 
ation. J H Doslii emphasised there that 
management, and not investment in 
plant and machinery, should be the 
criterion ior defining the 'scale' of 
oixiratioiis and that definition of ‘small 
scale' based purely on size of investment 
would merely inhibit the growth of the 
small units. Similarly, reservation of 
items of manufacture for small units 
might under the protective framework 
bleed inefficiency among the small pro¬ 
ducers. Instead the big units should 
themselves retire from certain lines — 
diverting their manufacturing activities 
to fields of high priority covering basic 
products and sophisticated varieties — 
and leave them to the small sector. 
Considering the vast range of dyes that 
exist, this could prove overall an eco¬ 
nomic solution for the dyestuffs indus¬ 
try — with some prodding of the large 
units from appropriate quarters, especi¬ 
ally the term-finance institutions. Jyoti 
in Baroda has already given the lead in 
this respect in the field of electric 
motors. Perhaps Doshi's Amar Dye- 
Chem, a pioneer in the dyestuffs field, 
would take the initiative in dyestuffs. 
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CAPITAL VIEW 


An Eventful March 

Romcsh Thapar 


THE inarcli ol events in East Pakistan, 
now D.ini'la IJesh, are u salutary re- 
fnincU'r alxait what can happen at any 
point on the. snheontinent il political 
leadership loses sensitivity anil perspec¬ 
tive. And, It is not nccessar> to he as 
daiini,ihly foolish as Yahya Khan and 
Hhiitto to sjiaik such events. The sooner 
oiir revandiisls, revivalists and hot-aii 
specialists inihiln' the lessons that the 
enlightened ni West Pakistan have hei'ii 
whisiieiiiiK lot sonic time, tin hett-'i 
tor the political he.ilth ot a complex 
Itepnhhc like oms. 

On mam a wall m O.icca is msciiln-il 
the le>;end ‘Mii|ih-lndiia, hh.ii-hlien’. 
In the diKmt\ ot lieetloni, the old ili)j;es 
leasseit. We iiiiisl ,s<‘ek to turn the 
revohiIion.ilV tide m sin li a way that 
it leilihses peace and justice in .South 
■Asia. The ioreiKii powers ilalihhiiK in 
this lejtion must also he discijilined. 
Will West Pakistan’s isolated I’linjahi 
riihnj; ilass jiaiise and jiondei. Oi will 
it spaik the levoll of tiu' Pakhtoons, the 
Halnehis and uh.it have son. Wheie 
uill its nest sloj^.iiis oi coniiision he 
looted. I'iceii the c.lll toi selt-di'tei- 
ininatioii in Kashinii cannot lint die on 
Its hjis 

We aie uitnessnn{ an exli.ioidinaiy 
niovemeiil. Not evi'ii (iandhi himself 
could have lanj'hl a jieojile j'li'atei ics- 
tiaint and loititiide. .Seldom has the 
woild heen s|ieclatoi to non-co-oix'ration 
jniKtised down to the last ihild — oi 
so It seems to Us fioiii the ilistaiice. 


And when the shootin]i{ hej'aii the peo- 
|)le weie leads lor that too. The West 
Pakistan imlitais junta will learn how 
terrihle is tlw majesty ol a peopU- re¬ 
solved to stand fearless, upright, on 
theii feet. Yes, the c-oiiragc of Vietnam 
IS nou' seeping through... 

Toda.c, polities in our part of the 
woild is a mix of many r'lnotions. 
Indira Candhi, unlike Yahya. sitting on 
a solnl, democratically elected majo- 
ril> government, must he wondering 
what this year holds. I’arliament is 
laigelj eomjxised ol newcomers. The 
(iouneil ol Miiii.sters has yet to lie. fin- 
■ilised. The Planning Coimni.s.sion, 
oidcied to he lestiuctmed and lestaffed, 
has to hegiii work. The public sectoi 
ssallous ill its maii-iiiade prohlenis. The 
liiiicaiicracy continues to breed. And 
the pcoiilc watch. 

■A gieat deal ot time has also hei'ii 
taken over immediate pulitieal piohlems. 
It was lu'ccssaiv to save- Mysore from 
the ehitehes ol detector CoiigfO) MLAs 
uho iiiiagiiicd that a change iii labels 
was enough. A somewhat similai cxci- 
cisc will li.ive to he perlornicd in Utlai 
I’ladesli u Ill'll T N Singh, the totem of 
the .S\’l). slejis down. Goveiimient for- 
iii.ilion inoii'cils apace in teiisioii-pack- 
cd Hcngal ami coiifii.scd Oiis.s.i. The 
govi'iiinieiit ol lontincnlal Jmlia, dc.spilc 
laiidsliile elcctoial triumphs, .still icquiics 
laic iHilitical wit — and that .siiincthing 
extia kniiun ,is quiet patience. 

By .ill appe.iiaiiees, the PM knows her 


mind, and is pursuing her ubjectives. 
Her inixirl is helping to revive the sag¬ 
ging sjririts oi those ministers and 
hnreanerats who still value national ob¬ 
jectives. During thi' next two months, 
that is, between this session of Parlia¬ 
ment and the next, a whole range ol 
decisions have, to he taken which should 
keep policy makers and implementers on 
theii foes. 

Again, the national Pre.ss is dragging 
its leef. A piece here or there raises 
policy prioiilies, hut hy and large the 
dirt of supiTlieial politics is all that tmr 
newspapers can offer. For too long have 
they mnirished on manipulative politics. 
Indi'cd. even searing exposure is lack¬ 
ing. 'I'he Railway Minister has to reveal 
th.it Ml’s are interfering in the conduct 
ol his ministry hy writing in for favours 
on heludt ol friends and relatives: no 
one chases the story of the 3,000 letters. 
The talk is that land is being grabbed 
hy senioi hnreanerats in housing colonies 
a tew miles from the Secretariat — a 
grab which violates all rules and regii- 
lalions — anil thcie is the usual silence 
111 the I’ress. So long as the .silence 
jiiTsists, iheie will he slow iiKivement 
liiiuaul. 

However, it is lor the first time in a 
long whih' that oui leading political 
elcmeiit.s find themselves viewing the 
eiosioii ol stahililv and coherence in 
Asi.i I loin a ixisitioii ol strength. For 
iiiaiiy, it IS a new ami exciting 
exjicrienee. l.et's keeii it that way hy 
a sfndiejl, precise and Mi.stained assault 
on the major prohlenis ot mass eoneeni. 
It has heen an eventiul March... 

March 29 
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"Sorry to turn you away, lady, but our norms don’t permit 

dialogue with history." 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

Fiscal Policy Review 


THE events in East Bengal have over¬ 
shadowed everything else that might 
have otherwise engaged attention. The 
President’s address to the joint session 
of the two Houses of Parliament, the 
presentation of the interim railway and 
general budgets, the report of the Agri¬ 
cultural Prices Commission on the rahi 
crop, and the question of the reorgani¬ 
sation of the Planning Commission 
following the resignation of D U Gadgil 
and other Members of the Commis.sion, 
ar<‘ all subjects ol intense interest. But 
discussion on them has remained muted 
for the time being. 

The intervening jieriod between the 
clo.se of the first .session ot the Fifth 
Lok .Sabha and the convening ol the 
.second session in May is expected to 
be used by Ciovemment to givi; concrete 
shaiH' to its inti'iitions. The c-oming few 
weeks will thus be the time for a com- 
jirehensive review ol problems, parti¬ 
cularly economic piobleius, and tvir 
decision-making. It is significant in tins 
context that even th<' announcement ot 
the import-expolt policy has been d> fei- 
red lot one month. 

Not .SiiSBPLV Enoocii 


of managing the economy, given all tlie 
laudable objectives of the ruling party 
which he reiterated. He was fairly ex¬ 
plicit about the need to augment re- 
.sourees and hinted that fresh taxation 
on a sizeable scale was inescapable. But, 
even with the strong political po.sition 
that the C'.overnment has e.stablished foi 
itself aftei the elections, he prcleried 
not to put this .sharply and squarely. 
On the contrary, he atemiJted to soften 
the impact by suggesting that re.sourees 
■ or ac'celerating the development irrocess 
would be raised m a manner which 
would .serve, at the .same time, the 
larger social objectives befoie Govein- 
nient. In his final budget proposals he 
would, he said, take power not only to 
raise resoiirees but also to redistribute 
incomes and wealth by suitable ch.mges 
in the fiscal system. 

That the Finance Mniistei can raise 
additional levenues loi Governimenl 
through fiscal device’s is uiujiiestumed. 
Thi.s has been clone often, though not 
jieihaps oltcm enough, in the past. But 
It IS doiibtliil il 'snitable changes" in 
the fiscal system ol which the Finance 
Minister has s|iok<'n can bring about 


any significant redistribution of wealth 
and incomes. To achieve the latter, 
sterner measures may be necessary and 
how far Goveniment is in a position, or 
is willing, to take such measures remains 
to be seen. 

Rf.sisianof. to T.SXA'IION 

The objective, of redistribution of in¬ 
comes and wc'alth apart, the fact is that 
there is a considerable body of resis- 
taiicx' in the political ssstem to resource 
raising b> imposition of taxation. This 
opposition has gained stremgth in the 
past few years when the political autho¬ 
rity of Government had Ik-cii weakened 
and the etsinomy was allowed to 
stagnate. It may not be easy to over¬ 
come this resistance even with the 
stiengthenc-d political jiosition of the 
(riivernnient. 

tioveniment has no option but to go 
III lor a siib.stantial tax effoit in the com¬ 
ing budget. The scope lor deficit financ¬ 
ing on a big scale and loi credit crea¬ 
tion is rathci liinilc^cl in the jirccseiit state 
ol the country. In addition, the cushion 
ol loieign aid is not as eonilorting as 
the Finance Ministiy may like it to be. 
V B Chavan has siioken ol the ne'e-el to 
enlarge the tax base. The mo.st im- 
poitant area which at once csimes to 
nimd in this context is agriculture and 
■igiieiiltiiial incomes which have steadily 


That the Government did not think 
it advisable to make any definite move 
rightaway was undc'rlined by its reluc¬ 
tance to make even a minor levision of 
railway freight rates and passenger 
fares in the lailway budget presented 
to Parliament. The railway administra¬ 
tion was ready with its proposals, parti- 
cufaily in re.spect of revision ot Ireight 
rates which are held to be the main 
cause of the railways’ losses. In the ad¬ 
ministration’s view, the concessions on 
haulage of such bulk commodities as 
foodgrains and coal were not desirable 
from the point ot view of the railways’ 
finances. But while the Railway Minis¬ 
ter in his budget speech pleaded strong¬ 
ly for strengthening railway finances, it 
was felt at the political level that it 
would be best to keep things as they 
were and take up the question of revi¬ 
sion of railway rates later after the over- 
(11 budgetary position had Ixien ascer¬ 
tained and an integrated policy towards 
* raising resources evolved. 

“X The Finance Minister’s speech pre- 
seifting the interim budget was pedes¬ 
trian. It said nothing about how exactly 
he proposed to go about the basiness 
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grown, in the case of those who pro¬ 
duce marketable surplus«'s, in the past 
four years. But taxing agriculture re¬ 
mains a difficult problem for the Centre 
to tackle in view of the strung pressure 
of the so-called farmer loI»by on the 
State governments which are, l)esides, 
politically weaker than the Centre now. 
'I’lie (|uestion ot an agricultural ineonie- 
tax has b(;en hanging fire for several 
y<!ars and it is time the Centre took 
some initiative in this matter. 

Tk*.!- Cash: 

Whether or not this vsill be. done will 
Iweome clear when the Chief Ministers 
meet here sometime this month to eonsi- 
dei the repoit oi the. Agricultural Prices 
C'onmiis.sioii for rain ioodgrains. The 
Commission has reiterati'd its lecoin- 
iiiendation, probably ior the fouith 
time, loi a small reduction in the pro- 
eiiiernetit price of wheat. This is called 
lor III view ol rising production and 
piodnelivity ol wheat and to hold the 
piierliiu' in l(KHlgiains, particularly lor 
IIk' wi'akei sei'tions of the conununity 
who depend on the public di.stributioii 
system. It will also have a positive im¬ 
pact on the prieeline in geix-ral. Similar 
iReoiiimeiidations ol the (jommission in 
the past havi' failed to find acceptance 
because ol the stiong objections ol thi' 
Chief Mimsteis. If the Cmitral Covern- 
meiit is unable to push through the 


ABC’s suggestions even now, it is un¬ 
likely that it will be able to do much 
by way of touching the incomes of the 
1 ichr-r farmers tlirough tax measures 
such as an agricultural income tax. 

While the (piestion of raising addi¬ 
tional resouiws is directly linked to 
thi- size of the Plan outlay in the com¬ 
ing year — Finance Minister having 
made a definite commitment that the 
I’lan outlay will Ire increased —, the 
explanatory memorandum on the budget 
reveals significant shortfalls in the utili¬ 
sation of funds allocated for Plan 
schr-mes, particularly in the core sector. 
Inve.stments in public sector c-orporations 
and comiranii's alone will be Rs 50 
crores h*ss than planned for. The main 
shortfalls are in respect of Bokaro (Rs 
.31 crores), the Fertiliser Coriroration 
(Rs 8 crores), tiindu.stan Copper (Rs 8 
crores), an<l Bharat Aluminium (Rs 5 
crores). The slow progress on feeder 
canals for the Farakka barrage has re¬ 
sulted in a shortfall in investment of 
Rs 12 crores. Other shortfalls in invest¬ 
ments have been in nuclear power 
.stations and the Badarpiir thermal 
power stations. Public works have 
fallen .short by Rs 13 crores owing to 
lower outlay on roads and housing. 
Railway investment has been Rs 21 
cl ores less than planned, and the short¬ 
fall in Post and Telegraphs is Rs 19 


Face-Lift; for; Planning 


TIlEKF. was indeed a certain lack of 
common foresight on the part of the 
Planning Commission members in not 
realising that, with a new and powerful 
mandate, the Coveniment would like to 
make at least a .show of a new begin¬ 
ning with regard to the entire machinery 
and proctiss of planning as it has done 
with legard to the irrobh'Uis ol iKwerty 
ainl unemployment. Yet one feels that 
theie was eipially .some lack of grace 
and decorum on the part of the Govern¬ 
ment III 'di.snii.ssing' the Planning Com- 
imssion so uneerenioniously. But while 
suih incidents ilo throw some light on 
thi' cultural aspects of individual and 
collective behavioui, they arc ot not 
much significance in the historical pro¬ 
cess of development. 

The basic iiuestion now is: what are 
the new lines along which the Com¬ 
mission's tunctiniiiiig is to be reoriented 
in the light of the compulsions of the 
present soitio-econumic and political 


situation? One aspect of these compul¬ 
sions is the heighteneil awaieness ol the 
intensity of the problems of poverty and 
iinemploviiu'iit. Not th.it this awaieness 
was not there earlier; Did not Gandhiji 
say “ior millions it is an eternal vigil 
Ol an eternal trance"? Aiul have not 
all the Five-Year Plans so far harped on 
this theme? The Fourth Plan itsell re¬ 
cognises that it would lake 20 years 
Indore the lowest 20 p<“r cent ol the 
imimlation would he assured a im'niiiium 
living standard. What is new in the 
pie.sr-iit awareness is that it has heeoine 
ixilitieally significant. This development 
is a reflection of the lact that though 
the Clovernment has all along protes.sed 
its sN'iiiiiathy lor the piMrr, its actual 
attitudes, approach, behaviour ;md 
ixilieies did not expre.ss this sympathy. 

This imlitical awareness has its danger 
as well as its potentialities. The danger 
is that Government may be led to be¬ 
lieve that slogans are a good substitute 


for action and short-sighted policies, 
ostensibly in the interest of the poor, 
may be pursued which may defeat the 
purpo.se of sustained development. 
Poverty, it has to be realised, is not a 
new problem and to overcome it would 
require unremitting effort spread over 
a decade or more. 

But the political awareness is also 
pregnant with some possibilities. If 
could transform the style of operation 
of the Government and the bureaucracy. 
It could lead to the formulation of 
sound ]X)licies for rapid development. 
Foi example, the waste, ostentation and 
delays in Government may he reduced 
Goods and services directly linked to 
the eon.suiiiption of the masses might 
get a priority not so far acewded to 
them. With proper organisation, sound 
sehenies of developing roads, irrigation, 
housing, iuiid, marketing and trade ceil- 
ties, piimary education and health facili¬ 
ties, dairy and iioultry farming, fisheries 
and such lalKiur inti’iisive con.struction 
activities could be fonniilatcd and im¬ 
plemented to .solve tile problems of un- 
i-mploymeiit and poverty. But these are 
hard tasks aiul lequire disciplined action 
at all levels and, of course, resource.s. 

The Planning Commission failed lo 
work out a jxisifive programme for 
action on these lines in tile form of an 
iiitegiated riiial development plan. But 
the basic problem is: was there or is 
theie the will to formulate such a plan, 
let alone the ^•qllipment and resoiirce.s to 
implement it? Such a plan would require 
some pilot plans; their implementation 
would have to be ob.served so that on 
the basis of exiH-rience gained the plans 
could be widened and deepened. This 
leipiires work and not slogans. It is 
easy to conceptually cover the whole 
country within the compass of such a 
plan as we had dom* earlier with re¬ 
gard to community development and 
co-operatives. But it is difficult to have 
an effective plan without a sound con¬ 
ception, pilot experiments, hard think¬ 
ing and disciplined work. Whtither the 
new Planning Commission would be 
able to do this without a change in the 
style of the Government is an open 
(piestion. 

Missing Poucy Frame 

There are also other aspects of the 
functioning of the Planning Commission 
that recpiire urgent attention. For exam¬ 
ple, it had been D R Gadgil’s major 
criticism of the planning process before 
he t(K)k over as Deputy Chaiiman that 
the Plans lacked a coherent policy 
frame. This is a crucial field where 
Gadgil could have made a contrihiitloii. 
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But here the Fourth Plan’s style has 
been no different from that of the earlier 
Plans. There is at present no machi¬ 
nery for identifying the various policy 
instruments, the way in which they work 
and the manner in which they need to 
be co-ordinated for the implementation 
of the Plan. It is the general impression 
that one policy conflicts with another 
and that there is a multiplicity of 
policy instruments working at cross¬ 
purposes. For example, while the ob¬ 
jective of fiscal policy is to raise la,x 
revenue, other policies like granting of 
direct .subsidies and concessional inter¬ 
est rates defeat this purpose with regard 
to not only the agricultural sector but 
also the corporate and other sectors. 
.Such instances can be multiplied. The 
fact is that there is at present no machi¬ 
nery that thinks ahf)ut and evolves .a 
set ol co-ordinated policies in the vari¬ 
ous spheres. The Planning Commission 
seems to lx* the obvious agency for this 
task. 

The new Connnission’s major task 
should be to formulate .sound annual 
aird five-year aggregative and sectoral 
jjlans. One gets the impression that the 
Commission has tailed to evolve .sound 
techniiiiies for this purpose and that 
much of its time is wasted in repeating 
erode e.vercises with regard to only 
financial resources. The Commission has 
in the p.rst tailed to generate the re- 
f|uired data largely because of its failure 
to evolve .soiiikI technrgiies. Quite often 
the relationship between the objectives 
and tin* Plan is distorted by arbitrary 
assumptions which are elevated to thr* 
status of objectives by a subconscious 
process ol eliniinating diUicult analytical 
problems. The exercises, even if repeat¬ 
ed every six months, then lose all vali¬ 
dity as they are band on invalid 
it.ssiimptions. 

A Team for Each Sector 

What the Planning Commission re- 
(jiiires is a team of good, trained techni¬ 
cians, economists and management ex¬ 
perts who can evolve sound planning 
techniques for aggregative and sectoral 
plans. There .should be a team for 
each sector so that long-range sectoral 
plans can be formulated. In sectors like 
education, large irrigation projects and 
power, transport, steel, fertiliser, oil, etc, 
there should be 15-20-year plans. Once 
such'plans are there, framing an annual 
or five-year plan would not be a diflB- 
cult exercise. But even a five-year plan 
* should be treated as providing only the 
Sidelines. In the perspective of the 
long-range and the five-year plans, 
annual plans should be worked out in 


much greater detail. 

One neglected aspect which is basic 
to the planning process is project plan¬ 
ning. Without well-worked out feasi¬ 
bility studies of projects, planning in 
fact has no significance. This task 
.should be primarily that of the operat¬ 
ing agencies and a variety of technical 
consultancy services. It is high time that 
the Government had in each field a 
good technical consultancy service link¬ 
ed with project planning and technical 
research laboratories. Project identific.i- 
tion, preparation and evaluation — this 
is a basic task which has not been so 
far performed adequate.ly. Again, no 
link is established between such project 
irlanniiig and technological research. 
This task should be the function of 
cnl<*rprises (whether public or private), 
technical consultancy services and the 
research laboratoiies. 

The Planning Commission itself 
should not waste its time on this task. 


EVEHYTfllNC .seems to be W'long with 
the coal industr>. Projections of coal 
rlemand have been revised downwards 
with alarming lre<pienc>'. The pattern 
oi coal eon.suinption has deviated wide¬ 
ly from the expected one, resulting in 
misu.se ol high gradr- metallurgical coal, 
which needs to b(! conserved. And. 
despite the delilrerate scaling down of 
production, railways have proved un- 
e(|ual to the task ol hauling coal by rail. 

Interestingly enough, the coal indus¬ 
try has unden eacted to these stagger¬ 
ing problems. At the annual general 
meeting ol the Indian Mining Federa¬ 
tion in Calcutta last week, the major 
ixrints of th<* addre.ss of S .S Kanoria, 
president-elect of the FICCI, and the 
Mining Federation chairman, II N 
Mukherji, were reiteration of the indus¬ 
try’s demand tor a high price for coal 
from railways and criticism of mishandl¬ 
ing of coal haulage by the railways. The 
industry apparently feels that soft 
options such as a higher price from bulk 
users — coal was formally decontrolled 
about three yiars ago —, subsidy for 
deep mining and liberal bank credit 
will see it through. And, as was only to 
be expected, Kanoria promised that the 
FICCI would champion the coal indus¬ 
try’s cause. 

Yet, even it all the coal industry’s 
financial demands are conceded in full, 
the coal muddle will not be sorted out. 


It is poorly equipped for the purpose 
and its involvement would merely delay 
the process of project execution. Its 
function should be that of evolving 
criteria for selection of projects — criteria 
that are consistent with the Plan. And 
it .should be its task to evaluate per¬ 
formances analytically with regard to 
individual projects as well as sectoral 
and overall development. 

Briefly, thus, the new Planning Com¬ 
mission should ensure: 

(a) co-ordinated policy making: 

(b) sound 15-20-year sectoral plans: 

(c) flve->oar aggregative and .sectoral 
plans: 

(d) sound criteria for project selec¬ 
tion: and. 

(c) evaluation of performance at pro¬ 
ject, sectoral and overall level. 
Actual project planning and identifica¬ 
tion ol related technical research pro¬ 
blems are tasks ol prime importance and 
icijuire separate agencies. 


The Fourth Plan target of coal produc¬ 
tion will still not be 105 or 101 mn 
tonnes but 93 mn tonnes. The lower 
target is based on the assumption that 
whih* I ail wax's’ consumption of coal, 
following diesclisation, will decline by 
2.80 mil tonnes to 13.40 mn tonnes by 
1973-74, consumption of coal by thermal 
power stations will rise by almost 16 
m» tonnes to 28 mn tonnes during the 
period. A surge in coking coal consump¬ 
tion is assumed — to 23 million tonnes, 
including an additional 10 mn tonnes to 
22 mn tonne.s by the steel plants. But 
il one were to go by the performance 
ol the Fourth Plan so far, even the 
lowered target is likely to prove an 
overestimate. 

Target Achieveij 

With pithead stocks higher by about 
2 mn tonne.s at 9 mn tonnes, coal out¬ 
put, alter rising from 72 mn tonnes in 
1968-69 to 80 mn tonnes in 1969-70, 
is estimated to have declined to about 
75 nin tonnes in 1970-71, against the 
earlier target ol 80 mn tonnes. The 
industry claims to have established a 
capacity which will enable it to raise 
90 mn tonnes — with little or no addi¬ 
tional fixed inve.stment. Very broadly, it 
would be true to say that the coal 
industry has achieved the Fourth Plan 
target in terms of capacity. All that 
remains to be done is to ensure that the 
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industry bt? nursed till demand matches 
production capacity. Hence the reliance 
on price hikes and subsidy. Once pro¬ 
duction reaches around 85 mn tonnc.s, 
fresh pressures could l)e released foi 
further price hikes to ensure capacity 
expansion. W<‘ have Kanoiia’s word for 
that. 

This is not to say that there is no 
cas<i at all tor price adjustments. The 
Bureau of Industrial Costs is looking 
into the r|uestion of price ol coal sup¬ 
plies to the railways. But is price the 
only problem? Tlu're have been reports 
of coal niines lagging in payment ol 
dues to government and defiulting in 
contributions to piovidenf funds, even 
though tlie> leccived a subsidy from 
the Coal Board. If, as chargeil by the 
Mining Federation, the railways are 
deliberately diverting wagons from coal 
to higluT revenue earning traffic, is it 
that tfie colliery owners are withhold¬ 
ing dues III ordr-i to piessurise the 
anthillities into letting them exploit 
virgin seams, whii-li are normally op<Mi- 
ed in phases as pail oi the conservation 
lirogrammc'' 

.Ai.i, Wrong 

'file iinpoi'tant thing to note is that 
the coal glut has emerged in the lace 
ol a power shortage in areas dependent 
on tliemial power, including West 
Bengal. Si-eond, the use ol imported 
iuniace oil continues to be eiieouiaged. 

WEST GERMANY 


CEIIMANV never had the classical 
boiirgeoi.sie revolution of the sort tliat 
took place in England in 1660 or m 
France m 1789. In the initial phase of 
ifi'velopment ot German capitalism, 
ending with tile First World War, the 
Hedging Cemiuii Ixiurgcoisie worked 
liand-in-gUiv<- with tlie jKiwcrful Prus¬ 
sian feudal aristocracy, and, in the sub- 
.sequent phase, in cxillalroration with 
the petty-bourgeoisie — with the dis¬ 
astrous consequences for the country 
and tile world. In this sense, the 
Geiinan bourgeoisie is a class by itself: 
it never hail to win its class war; its 
cl.iss 1 ‘nemies wore theselves out by 
over-reaching the internal limitations of 
tfieii chess character. 

In the post-war era, the Marshall 
Plan initiated capitalist restoration ot 
the country. It laid the substructure of 


Tliiid, the railways are pressing ahead 
with their dieselisation programme ins¬ 
tead of relying on electricity based on 
coal. The fuel policy is thus all wrong, 
or at any rate very lop.sided, as is clear 
lioin the prevailing situation in which 
loal mines are .subsidised — for 
sandstowing, deep mining — the con¬ 
sumption ol the alternatives to csial is 
bring encouraged even though this costs 
foreign exchange. 

Tfie pi line absurdity ot the current 
fuel policy is that laced with a glut in 
both coking coal (the steel plants con¬ 
sumed an <-stiniated 12 mn tonnes of 
coking coal in 1970-71, including bene- 
fieiiited coal, instead of the expected 
over 13 nin tonnes) and non-coking 
coals, coal niines sold coking coal to 
consumers who are nonnally required 
to consume interior coals. An estimated 
1.5 mn tonnes of precious coking coal 
was thus wasted. The wastage is un¬ 
likely to stop, simr Bokaro is still far 
off. In net teniis, this left the supply- 
demand position unchanged since the 
diversion of coking cool was at the ex¬ 
pense of consumption ol non-coking 
coals, the stocks ol which continue to 
nioiiiit. What has .skewed the fuel 
polies further is the niisallocation of 
wagons fiy the railways — allegedly in 
lavonr oi brick kilns. A thorough re- 
e.suininntion of the priorities of luel 
policy rather than a revision of coal 
priis-s is what is called for. 


a massive capitalist edifice along with 
all its natural concomitants — large 
mechanised ianns, chain stores, aud 
giant industrial enterprises often with 
iiiteinalional subsidiaries. 

Since then, the petty-bourgeoisie has 
euntiniied to groan under the weight 
ol the new system. The romantics 
.liming them, and a section of the de- 
rlassi'd idealists as also the anarchists, 
banded themselves for a while at the 
otluT end in an infantile bid to short- 
eircuit history by ‘extra-Parliamcntary 
opposition' to the growing power of the 
emerging order. Both — pariahs of 
the new order — waned into inevit¬ 
able oblivion. In the present high tide 
ot Ixiurgeoisie evolution in this country, 
the so-called ‘Left’ and ‘Right’ extrem¬ 
ists have both sowed the wind without 
being able to reap the whirlwind; both 


have made an almost idenh'cal contribu-' 
tion to the terminological contusion 
between ‘Left’ and ’Right’ in the politi¬ 
cal lexicon of this country, as have 
their counterparts in other bourgeoisie 
democracies of the world. As if there 
could <*xist a ‘Left’ that was not totally 
committed to the essence of Scientific 
Socialism, and a ‘Right’ apart from that 
which was totally committed to the 
.sanctity of private property I 

In the present phase ol bourgeoisie 
<‘vohition in this country, the substruc¬ 
ture clearly confontis to the capitalist 
mode of production. But remnants of 
the old feudal order still remain at the 
superstructure. The process of ‘reforms’ 
of the superstructure to make it more 
in conformity with the reiiuirements ol 
a streamlined capitalist society has ol 
course assumed new priority in ‘Social¬ 
ist’ Ciermany: ‘Democratisation’ of the 
hieiarchical university structure, 
'modernisation’ oi the educational system 
to ensure a steady supply oi trained 
manpower to the industries, ‘liberalisa¬ 
tion’ of social legislations (e g, maniage, 
ilivoree, womens’ rights etc), workers’ 
■particiiiation’ in management, all form 
part of the internal compulsions of the 
new Older in West Germany; similarly, 
(hi-Politik, and its logical complement, 
the Wext-PoHUk including a united 
capitalist Europe, liinn part of the 
foreign policy requirements of the 
(German bourgeoisie that has opted for 
a ’Socialist’ Government. 

The committed bourgeoisie revolution 
oi the 17th and 18th century as a sub¬ 
stitute fur feudal tyraimy is an anachron¬ 
ism in the era of discredited capitalism 
ot the 20th century. But the ‘masses’, in 
wliose name the 20th century revolu¬ 
tions arc ushered in, are no different 
from the ’commoners' of 17th century 
England or the ‘Third Estate’ of 18tb 
century France. No wonder ‘Socialist’ 
Geniian>’s new ‘relomis’ have already 
earned the enthusiastic approbation ot 
the entire capitalist world. 

PiqORA-nVE GONNOTA-nON 

At home, all political parties are un¬ 
animous about the need for reform; 
they only differ about the nature of the 
projected changes. But none of Uiem. 
not even the opposition GDU/CSU 
combine, irrespective of their position 
on the proposed changes is prepared to 
call itself the ‘Right’ — a label that 
has assumed pejorative connotation in 
this country. They hurl the epithet a,', 
the petty-bourgeoisie NPD which is in 
any case too weak to defend itself. In 
their last Party Congress at Dusseldorf, 
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the CDU/CSU declared itself as the 
"party at the middle". 

The ruling SPD, priding itself as tlie 
‘Left’ is equally keen to distinguish 
itself from the Communists (the present 
German Communist Party is, for all 
practical purposes, the successor of the 
still'baimed Communist Party of Ger¬ 
many) and also from the ‘Young Social¬ 
ists’ [JUSOS, a Left pressure group 
inside the SPD (much like our ‘Young 
Turks’) ] who seek to take the social 
label of the SPD too seriously. 

Recently in Bavaria — the pocket 
liorough of CSU leader Strauss — the 
SPD Mayor of Munich, Vogel, made 
the JUSOS pay dearly for their political 
naivety. Mayor Vogel, a rising star in 
the SPD hierarchy, raised a nationwide 
flutter by accusing the Bavarian party 
leadership of being influenced by 
‘Communist ideologues’ belonging to the 
JUSOS, passed a motion of no-confid¬ 
ence against the party leadership, 
announced his ‘painful decision’ not to 
contest for the Munich Mayorship in 
the Olympic year, and ultimately got 
himself elected as the party boss. He is 
now being tipped for a high office in 
Bonn — perhaps a Cabinet post. ‘The 
federal leadership of the party, includ¬ 
ing Chancellor Brandt, publicly support¬ 
ed Mayor Vogel’s action and paid 
warm tributes to the Mayor. The 
Federal Chancellor warned the JUSOS 
that there was no room for “a party 
within the party” inside the SPD. Tbe 
very same day he addressed the West 
German Chamber of Commerce and 
Industries and loudly proclaimed his 
unejualified faith in the sanctity of 
private property and SPD’S abnegation 
of Scientific Socialism. As if anyone 
doubted it I Not only that. The Social 
Democrats published a special brochure 
clearly renouncing any commitment to, 
what it called, “doctrinaire Socialism” 
of Marx. 

’ Paid Off Dividends 

The .stance paid off dividends in the 
recent West Berlin elections where SPD 
Mayor Schutz was making his whistle- 
stop election campaign, for the first 
time without the direct involvement of 
Willy Brandt. Understandably, a 
publicly pronounced distance from the 
Communists was a necessary sop lor 
the West Berlin electorate who are the 
immediate direct victims of the traffic 
hazaffls from the Federal Republic to 

/ ^e island city as also of the hum.'U) 
hazards of the Wall. In the West Berlin 
elections, the SPD again won, though 
with a slightly reduced majority. ’These 
elections were regarded as the popular 


referendum of the Federal Govern- the East German leaders — between 

ment’s Ost-Politlk, so that SPD’s victory the two Secretaries, Ahlers and Kohl, 

in the elections is taken to indicate after its IBth round was reported by 

continued popularity for the iKilicy —- official sources as continuing to make 

though the slightly reduced majority “slow, but steady, progress". Foreign 

perhaps indicates the anxiety of the Minister Scheel has expressed hopes 

West Berliners over what the opposition that a satisfactory regulation of the 

tried to brand as Government’s "adven- Berlin traffic is possible before the 

turist policy”. autumn; others say, in any case, before 

Meanwhile almost the entire capital- V®®*’ ®nds. 

ist world has announced its unqualified 

support for Socialist Germany’s foreign Matteb of Bargaining 

policy. Chancellor Brandt visited In the face of such glaring facts, the 
Paris and announced further plans for a Western Powers’ condition for a satis- 

common European currency. Foreign factory solution of the Berlin problem 

Minister Scheel visited London and as a precondition to convening an 

subse<iuently announced that without East-West European Security Con- 

Britain “European unity cannot be terence, and the Soviet condition that 

complete". Prime Minister Heath i' is just its opposite, appear more a 

due to visit Bonn any day if only the matter of bargaining than of any basic 

Irish Catholics would give him some difference in approach. There seems 

respite. Defence Minister Schmidt to be a general realisation among the 

visited Washington — well before Big Powers in recent times, of what 

eSU-leader Strauss’ pocket was picked they both tried to preach to India and 

by the prostitutes in New York — and Pakistan in a different context, that a 

obtained renewed US support for the problem existed in Berlin, and tiiat. 

West German foreign policy as well as recognition of the existence of the 

assurance of Europe’s revived import- problem is the first step towards its 

ance in US foreign policy. solution. And instilling this realisation 

Coinciding with this, what has been in the two Super Powers remains a 
described as the ‘inner-Geiman dia- positive achievement of the ‘Socialist’ 

logue’ — much to tho annoyance of regime in West Germany. 
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MARKETS 


Tax Worries 

Nishtar 


THE stock market has rclaps<-d into an 
uneasy mood. Little Imyiiif;, not mneli 
.selling and subdued tone — thi.s is not 
an inappropriate description of the 
market scene. If the market lia.s been 
inclined to toe a cautious lim- it is cer¬ 
tainly not becaiiM’ ol lai-k of new.s. 
Tliere. has ln'en plenty of corporate 
news which has also been tjuite jileas- 
ing on the whole. The Kaslurbhai group 
of cotton textik- mills, Simon-Carvcs, 
Avery Indi.i, Boots Pure Drug, Bombay 
Potteries, Wavin India, Usha Martin 
and Rohil Mills — all these had a word 
of cheer loi their lesjicctive shareholders 
in one form nr another. But thi.s has 
had littl<‘ influence on the general trad¬ 
ing sentiment. Nor has the market been 
entliused by the Car Pi ices Qimmission's 
reixiinmendation about a lisi' in manu- 
lacturcrs’ prices, (his is perhaps because 
the market’s experiencx.* with regard to 
Government action on such recommen¬ 
dations IS not (jiiih- lavourahle. Even 
Indira Gandhi's leported a.s,surance that 
she would lollow a non-dogniatic ap¬ 
proach in building socialism has brought 
little cheer to the inarki’t. 

All tins IS indicative ol a big change 
in the iiicmkI ol the stock market. I’er- 
haps the most impoitant reason lor this 
is Finance Minislei Chavan’s hint about 
large additional effort to mobilise le- 
.soiirces to finantx* a st<'pped-up Idan 
outlay. The (|iiantum and nature ol 
taxation is anybod>’'.s guess. The stock 
market is perhaps less woriierl about the 
tax effort .Is such, what it is really 
worried about is its socialist content. 
The .stock inaiket doi-s not take veiy 
kiinllv to iiwasnres designed to lediicx’ 
liispaiities in income and wealth except 
through a rise in the geneial level ol 
piospeiits. Despite the enormous growth 
ol investineiit aetivitx, the stock iiiaiket 
still thiives mainly on the |)atronuge ol 
big business and on speculative activity. 
De.spite the eontniiimg ban on loiwaid 
trading, the volume ol business tiansaet- 
eil iindei the ten-day clearing scheme 
lar excreds the total luiiiover in cash 
shares. 

Ta.x imeeit.unties apart, market senti¬ 
ment also .seems to have Ix'en affected 
1)\ the startling developments in Ea.st 
Beng.il. The stock market’s sympathv 
is all loi the people ol Bangla Desh 
where Sheikh Mujibur Rahman’s libera¬ 
tion forces are engaged In fierce flghb'ng 


with West Pakistan’s brutal military 
might. 


End of Export Assistance 

THE oilseeds market displayed a firm 
tendency last week. Speculators called 
the tune, with hulls dominating the 
scene all the time. The maturing April 
contracts in castor and linseed scored a 
rise of about Rs 7 a quintal on scarcity 
of offerings and anxious bear covering 
induced mainly by the premium on the 
spot material. Elsi-where, prices hard¬ 
ened mainly in sympathy with the .sharp 
upswing in futures, oils were dearer hy 
Rs 75 to Rs 100 .1 tonne. Groundnut oil 
prices which had been tending to ease 
under pressure of improved summer 
crop supplies in the southern region and 
poorer offtake hy the vanaspati industry 
which fias heeii allowed to use more 
soyabean oil — the inen-ase ranges bet¬ 
ween 7.7 per cent and 10.4 iH-r cent, 
depending on the zone — steadied up 
later, partly in sympathy with the brisk 
rally in bitiires and partly on ideas of 
liirther pin chases of about 11,000 tonnes 
hy the Gujarat Government to reaeli the 
targi't ol ■'15,000 tonnes. 

The most impoitant news ol the week 
IS the Goveriiinent’s decision to discon¬ 
tinue cash assistance on exports of 
decorticated eottoiiswd extractions and 
expellcrs beyond March. Cash assistance 
has been 12.5 iK'r cent ol the I ob value 
in the case ol exti actions and 7.5 per 
cent for expellers. 'I’he All-Iiidia Cotton¬ 
seed Crushers’ As.sociation has expressed 
shock and siirpiisi- over the F’oreign 
Trade Ministry’s communication stating 
that It .sees no justification lor continu¬ 
ing this assistance beyond Maich. This 
move vx'as not expected, especially after 
the high-powered sulKuniiiiittee on 
eottonseed and ricehian oils had recent¬ 
ly expressed itself in lavour ol continued 
export assistance. The suheommittee 
had suggested that "the adeijuacy oi 
otherwise of the cash assistance present¬ 
ly allowed on expoits of csittonseed 
cake aiul meal may he examined hy the 
Mmi.stry ol Foreign Trade having regaril 
to all relevant bictors, including the le- 
sultunt import substitution and appi.i- 
priate action taken on the industry’s 
suggestion in the light of the txinclusions 
arrived at”. 

The Foreign Trade Ministry is credit¬ 


ed with the view that assistance allowed 
to sustain exports of decorticated cotton¬ 
seed cxtractions/expellers can be better 
utilised for boosting exports of ground¬ 
nut extractions, that some exports of 
decorticated cottonseed meal and cake 
will take place despite the alxilition of 
cash assistance and that exports have 
little bearing on the availability of 
cottonseed oil. This is very largely 
true. The aittoriseed processing indus¬ 
try’s main worry is that the likely set¬ 
back in exports will have a serious im¬ 
pact on its oi>erations for which the 
industry itself is largely to blame. Manu- 
lactiirers of decorticated cxittonsced cake 
have never Ixithered in the least about 
cultivating the domestic market for 
their product and have depended entire¬ 
ly on the export market. Since the inter¬ 
nal market cannot he developed very 
quickly, nianufacbirers will switch over 
to nndecorticated cake, rendering part 
of their modem equipment idle. Pei- 
haps the most significant impact of the 
alxilition of cash assistance and the 
con.seqiient likely ilecline in exports ol 
decorticated meal and cake will be on 
speculative activity in cottonseed. Spe¬ 
culative pressures will ease quite consi¬ 
derably which should have a salutary 
effect on cottonseed prices. 


Mor* Foreign Cotton 


COTTON prices have Iwen moving up 
and down irregularly for quite some 
time. On the whole, March prices have 
bei'n about Rs 5(K) to Rs 800 a candy 
below the all-time highs recorded in 
the last week of January. There is no 
chanev of the January highs being re- 
jM-ated this season. Whether prices would 
icgi.ster a substantial decline from their 
current levels, it is difficult to say. Odds 
aie that cotton yiriccs will continue to 
display a softer tendency, especially il 
the monsoon is timely. 

Money has become tight and its im- 
jiact is being felt increasingly all along 
the line — from mills down to the up- 
country trader. Not only is credit scarce 
hut it is also much costlier. Holding 
and hoarding of stocks has become costly 
and risk)'. For the cotton mill industry, 
the slack period lies ahead. With their 
tuiids locked up in cotton, many units 
aie reported to be experiencing dilfi‘;:jilty 
in regard to working capital. 

This is not all. Whatever he the size 
ol tile 1970-71 crop, industry is assured * 
of larger supply than in the previous 
season. This is because of the sub¬ 
stantially larger imports this sea.son; the 
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total availability will, ol course, remain 
lar short of the industry’s requirements, 
import quota.s already released so far add 
up to 9.37 lakh bales. More is expected. 
■>x^ere are reports that India will be im¬ 
porting almiit one lakh bales of Sudanese 
cotton from Russia under a bilateral 

COMPANIES 


PUNLOP India's chairman R G S 
Nairn says that total demand in the 
country for tyres and tubes and for 
industrial products is growing and that 
his company is leady to meet the 
luture demand not only within its exist¬ 
ing range but also with new pioducis 
requiring sophisticated technical know¬ 
how and high capital investment. One 
ol the proposals with the company is 
maiiulacture ol steel cord convcyoi 
belting ess<’iitial in non or<' and lignite 
» mining. Subject to government consent, 
the company jiropo-ses to make a 'right.s' 
issue of equity shares to rai.se Hs 2.10 
crores lor pait of the expansion pro- 
giamnie. For this, 1.3 lakh equity shares 
of Rs 10 each at a premium of Its -1 
per shaie vs-ill lie otfered in the propor¬ 
tion (as nearly as possihlc) of 3 new 
(■((iiity shares for even 20 held. Of this 
amount, H.s 1.04 croiiss payable by 
Dunlop Holdings ol the UK will be met 
by s<‘t-o(f against its sterling loans. 
Meanwhile, capital expenditure in 1970 
was Its 3.20 crores, compared with Rs 
2.44 crores in the previous year. In 
addition, commitments for caiiital cv- 
f jienditure at the year-end were Rs 5Xi7 
. crores. The I97t) expenditure included 
implementation of an industrial litience 
received in Di'cenibei 1967 to increase 
the automotive tyri' and tube caiiacily 
by 1.35,600 units and 121,800 units iK-r 
annum, rcspectivel)', ajiart from com¬ 
mitments made against a further indus¬ 
trial licence received in December 1909 
for the niaiiufacturi' of an additional 
2.5 lakh automotive tjres and tubes pei 
aiiiiuni and a capital goods licence re¬ 
ceived ill July 1969 for the manufac- 
^ ture of an additional 1.5 million cycle 
rims per an num. The latter two pro- 
arc ex^icted to be fully iinple- 
^nented by mid-1972. 'I'lie foreign 
exchange requirements of the expansiop 
^lans are being provided partly by 
Government of India out of credits and 
loans obtained from the UK, West 


arrangement under negotiation. Since 
arrivals so far have been poor—less than 
two lakh bales perhaps, there will be 
a marked increase in the availability of 
foreign cotton in the coming montlis. 
This should liavc a softening effect on 
cotton prices. 


Germany, and France, and partly by 
stiirliiig loans from Dunlop Holdings. 

(’omiiieriting on the market condi¬ 
tions, Nairn says that the potential for 
automotive tv'rcs and tulies increased 
by about 10 per cent during 1970. 
Allfiough production and sales of Dun¬ 
lop automotive tj-res and tubes increas- 
<'d, a “severe” shortage of truck tyres 
developed in the second half of the 
vear as a result of pioduction los.scs in 
a number of factories due to labour 
problems. Dunlop’s production of 
bics'clc rims was seriously affected by 
shortage of steel. Import licences were 
obt.iiiied, but supplies of iiiiiwirted steel 
will become .ivailable only this year. 
Sak's of indiistiial iiroducts were highci 
than 111 1969. The company entered 
into a contract worth Rs 1.5 crores for 
supply of special cotton/nylon con¬ 
veyor belting to Ne>’veli Lignite. This 
IS said to be tfic largest contract cvei 
placed for conves-or belling in the 
eountrx'. F.xports i cached a new 
peak of Rs 3 crores. .\ major con¬ 
tributor to exports was c>'cle tyies, of 
which rieaily a million were shipped to 
the U.S ami a niimbei of othei countiies. 
Dunlop claims to be the only manufac¬ 
turer in the country to have developed 
a special range of cycle t>res exclu¬ 
sively for the sophisticated .American 
and Wr-st European markets. A ue\s' 
design ol OTR tjres for eaithmovuig 
iii.iehines and two types of cycle rims 
introduced in 1970 have also bci'ii well 
received. As a recognised expoit 
house, the company is also frying to 
develop expoits of other manufacturers. 

Ijowcr margins revealed by Dunlop’s 
accounts ar<- attributed to the general 
increase in cost, “most ol which have 
had to be alxsorbed during the year". 
Interest charges were substantially, 
higher because ol the increased levels 
of bank borrowings, mainly to finance 
higher raw material inventories. Thu 
Board has appointed a managing 


ilirector, a deputy managing director 
and four whole-time directors. The 
managing director is offered a monthly 
salary of Rs 12,500, plus commission up- 
to one per cent of the annual net profits; 
the deputy managing director Rs 10,000 
plus commission upto 1^ per cent; and 
th<‘ four whole-time directors Rs 7,500 
plus commi.ssion upto 14 per cent for 
each. Each of the six directors is also 
entitletl to other perquisites. The 
maximum of salary and commission 
jiayable to a managing director is fixed 
at Hs 1.70 lakhs, to a deputy managing 
director at Rs 1.50 lakhs, and to each 
of the whole-time directors at Rs 1.35 
lakhs. 

ASSOCIATED BEARING has all but 
reached its full licensed capacity for 
ball bearings and textile machinery com¬ 
ponents, and exfiects that the industri.nl 
licences for further expansion, applied 
for in 1969 and 1970, will be received 
this year. Also, to diversify its opera¬ 
tions, the company has submitted an 
application for manufacture of spherical 
lollei bearings for railway axle boxes. 
.Accordingly, there .should be a rise in 
ouqnit a few years hence when these 
jilans have been implemented. The 
board intends to conserve financial 
resources to help finance the enlarged 
activities. A Hydari, chainnan, points 
out that the company has been in the 
past th<- largest single beneficiary of 
import licences under Iiido-Swedish 
credit, a portion of which was reserved 
for Iiido-.Swedish joint ventures. This 
uscivation has been discontinued, but 
the tompaiiy has been informed that 
the authorities will 'endeavour’ to see 
that the company’s requirements are 
met eilhei from the Swedish credit 
funds oi from other credits which will 
be tied to the country of origin. The 
bcai'ing industry, moreover, was riinov- 
cd from the IDA list last year. This 
iiicaiis that future import licences will 
be issued from sources not necessarily 
ot the company’s choice. Along with 
othci bearing manufacturing units, ABC 
has ajipealed to Govi’mmcnt for re¬ 
instatement on the IDA list. ABC’s 
accounts for the 10th year ended 
December 1970 show further notable 
advances in sak's, margins and profits. 
After fully availing ot the benefits of 
development rebate for 1970 and earlier 
yeais, and also the accumulated relief 
under Section 80 J of the Income-Tax 
Act, a low tax piovisioii was required 
this lime. But henceforth, the com¬ 
pany will be liable to income-tax on its 
entire profits at the late applicable and 
may also attract surtax. The whole of 
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the recommended dividend will be 
exempt from tax. Last year, the 
directors had stated that tlie payment 
would be exempt from tax, but actually 
tax was deducted before making dis¬ 
bursement. This happened liecause the 
income-tax officer declined to give his 
certificate, and llie Commissioner of 
Income-tax, whom the company ap¬ 
proached lor consideration, refused to 
interfere. 

VULCAN-LAVAL is seeking Govern¬ 
ment's appioval to its proposal to 
manufacture cigarillo machines in 
technical collaboiution with Arenco 
A B of .Sweden, a subsidiary of W 
Swedish Match. 'I he jiroposal also 
envisages export ol some of these 
machines to oviTseus markets. Mean¬ 
while, the coiiipaiij is increasing the 
range of r-xisting jiroducts, such as 
pumps, .sep.iiators, and heat exchangers, 
and is also undertaking manufactuic ui 


new items in the food and beverage 
field. It is also investigating possibil¬ 
ities of diversification in the manufac¬ 
ture of packaging machines required lor 
fiKid and other consumer industries. 
These steps arc being taken to avoid 
the irossible repercussions on the com- 
paii)’s operations in the event of Gov¬ 
ernment of India issuing more manufac¬ 
turing licences for the dairy field. The 
directors say their company has enough 
spare capacity to meet additional le- 
(juirements, and that creation of further 
rapacity may reduce the flow of orders 
and also put pressure on margins which 
arc ‘already comparatively low’. During 
1S)70, Indian Dairy Corporation placed 
some orders with the company, and 
more are under negotiation. The com¬ 
pany is hiidgeting for a further iucrca.se 
of 10 per cent in sales this year despite 
the irrr-gular supply of essential raw 
materials. Profits are also expected to 
improvi' further. 


INDIAN PULP AND PAPER TECHNI¬ 
CAL ASSOCIATION, with the assw ' 
tance of United Nations Industrial Deve- / 
lopment OrganisaUon, has sponsored a' 
technical mission to Japan and Australia 
to study problems of utilisation of tropi¬ 
cal raw materials like hard woods, 
bagasse, agricultural residues and also 
to study techniques in forestry, pcqier 
making, conversion and other fields. In 
Australia, the mis.sion will study, in 
particiilai. the utilisation of hardwoods, 
such as eucalyptus pulping and news¬ 
print. Jaiian, though deficient in raw 
materials, is the third biggest pulp and 
paper piodiicer and is also pioneer 'in 
making .synthetic paper in the world. 
The mission has undertaken the visit at 
a time when the Central Government is 
taking steps to assist the paper industiy 
111 embarking on a crash programme to 
increase the present installed capacity 
by about 2-5 per c'C-iit within the next 
1.5 months. 


The Week's Companies (Rs in laikhs) 



Dunlop India 

ABC 


Vulcan-Laval 


Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year 

Last Year 


31-12-70 

31-12-69 

31-12-70 

31-12-69 

31-12-70 

31-12-69 

Paid-up capital 

1070 

1070 

400 

4(H) 

85 

85 

Beserves 

1141 

942 

323 

167 

57 

41 

Borrowings 

1022 

1026 

199 

282 

196 

179 

of which Term lioriowings 

487 

468 

152 

183 

109 

106 

Gross fixed assets 

2512 

2203 

694 

629 

1.30 

120 

Net fixed assats 

1289 

1103 

438 

439 

85 

79 

Investments 

18 

17 

— 

_ 

— 

— 

Current liabilities 

1061 

942 

130 

70 

100 

91 

Current assets 

2890 

2781 

614 

486 

353 

370 

Stocks 

1688 

1513 

452 

332 

143 

128 

Book debts 

1090 

1250 

159 

128 

205 

183 

Net sales 

6916 

6444 

790 

505 

333 

286 

Other income 

70 

42 

13 

11 

2 

7 

Raw material costs 

4250 

3990 

202 

140 

103 

69 . 

Wages 

1034 

886 

80 

53 

61 

55* 

Interest 

96 

69 

19 

23 

16 

16 

Gro.ss profit!-1-)/loss(—) 

a35 

807 

•326 

169 

31 

19 

Depreciation provision 

131 

112 

66 

59 

13 

8 

Ta.\ jirovisioii 

302 

28.3 

64 

— 

2 

— 

Net profit! 4-)/lo.ss(—) 

402 

412 

196 

110 

16 

11 

Development rebate provision 

32 

45 

25 

66 

2 

2 

Transfer to reserves 

Dividend 

166 

166 

131 

4 

9 

9 

Amount 

E 200 

E 200 

50 

40 

5 

. 


P 3 

P 3 



Rate (per cent) 

E 20 

P 5.5&8 

E 20 

P 55&8 

12.5 

10 

6 

— 

Cover (times) 

1.84 

1.82 

3.42 

1.10 

2.80 

— 

Ratios' (per cent) 







Gross pioiit/sales 

12.07 

12.52 

41.26 

33.46 

9.30 

6.64 

Net profit/eapitul employed 

12.43 

1356 

21.69 

12.95 

4.73 

3.61 

Inventones/sale.s 

24.41 

23.48 

57.34 

89.70 

42.92 

44.73* 

Wages/sales 

14.94 

13.90 

10.13 

10.49 

18.32 

19.23 
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^(THE SWE TRADING CXDRPORAITON OF INDIA LTD. 

PROVISIONAL RESULTS—YEAR ENDED 31ST MARCH 1971 

Stat*m«nt by Chairman,PrAkaih Tandoa 



HIGHLIGHTS 

Rs. Crores 



Last Year 

This Year 

Next Year 


1969-70 

1970-71 

1971-72 


(Actual) 

(Provi¬ 

sional) 

(Budget) 

SALES 

Exports 

55.10 

70.00 

90.00 

Imports* 

102.60 

140.00 

175.00 

Domestic 

5.40 

5.00 

5.80 

Total 

PROFIT 

163.10 

215.00 

270.80 


Gross Tradii^ Profit 
Including Commission 


A Chher Reuipts 

16.75 

16.54 

13.71 

Less Export Losses 

1.78 

5.50 

1.69 

Trading Profit 

14.97 

11.04 

12.02 

Less Total Costs 

4.50 

5.10 

5.19 

Profit Before Tax 

10.47 

5.94 

6.83 

,LessTax 

7.55 

3.50 

4.10 

Profit After Tax 

2.92 

2.44 

2.73 

SHAREHOLDERS FUNDS 

Equity 

5.00 

7.00 

7.00 

Reserves 

11.80 

10.00 

11.30 

Total 

16.80 

17.00 

18.30 

WORKING CAPITAL 

Stocks 

17.90 

20.00 

20.00 

Debtors 

20.50 

19.00 

20.00 


* Excludes Fertiliser imports of Rs. 47.5 crores transferred 
to M.M.T.C. with effect from 1.1.1970. 

Not so long ago, we used to take the customary 6 months and 
mote to complete our Annual Reports and Accounts; our new 
system now not only enables us to complete them in 2 months, 
^^t to quite accurately estimate our results on 1st April for the 
year ended 31st Mar^. As part of our concept of Accounta¬ 
bility we present them speedily to all (mncemed to be followed 
by our Annual Report and Accounts in due course. 

Our Performance Buctot for 1971-72 was released yesterday; 
and, relieved of the burdens of last year, our management 
can now concentrate upon its implementation starting today. 

This new system of accounting, we divide into 3 functions: 

— Maintenance Accounting 
— Management Accountiiv 
— Responsibility Accounting 

It achieves: 

• — An Annual Performance Budget 

— A Mid-y gnr Review 

^^A Weekly Sales, Orders and Stock Statement 
— A Monthly Review and Profit &, Loss Account 
— A Quarterly Review and Audited Profit & Loss and 
Balance Sieet 

— The Annual Report and Accounts 

1970-71 was a good year. Exports rose by 27% ; imports by 
37%. tJ. J. P. 


1“ ®*POrts are expeOed to rise by 28% and imports 

by ipi . Exports now account for half of the value of our imports. 
We bad envisaged even in the previous year, in the Chairman’s 
speech on the Annual Accounts, that due to pressures for 
for reducing our prices and margins, there would be a reductim 
in profitabili^. 

While gross trading profit including commission and other 
receipts at Rs. 16.54 crores was maintained at last year’s level, 
our developmental export losses at Rs. 5.5 crores were above 
last ywr’s Rs. 1.8 crores. Next year, however, we hope to cut 
them back to Rs. 1.7 crores, and aim at making exports near 
self sustainijQg. However, we are taking a conservative view 
on next year’s gross trading profit at Rs. 13.71 crores, though 
we hope to exceed it. 

The Total Costs to Sales ratio has been progressively coming 
down. It was 2,8% last year, 2.4% this year and is budgeted 
at 1.9% next year. In money terms the Total Costs this year 
were Rs. 5.1 crores against Rs. 4.5 crores last year. The rise 
of Rs. 60 lakhs was accounted for largely by rise in wages, 
the new office accommodation for headquarters in Delhi, new 
foreign c^ices and higher insurance and interest charge. 
Next year the Total Costs including all overheads, warehousing, 
interest charge etc. will go up very little, to Rs. 5.2 crores; 
and we will pick up again the virtually stationary trend of costs 
in recent years; increases being taken care of by savings. 

The fallowing statement shows how the Divisions fared in 
their export effort: 


EXPORTS 


Rs. Crores 



1969-70 

1970-71 

1971-72 


Actual 

Latest 

Estimates 

As% 
age of 
1969-70 

Budget 

Agricultural Products 

10.98 

14.00 

127.50 

10.50 

Chemicals 

3.66 

6 00 

163.93 

9.00 

Engineering 

8.92 

9.00 

100.90 

10.50 

General Products 

5.85 

6.00 

102.73 

7.00 

Leatherware 

3.97 

6.00 

151.14 

8.00 

Railway Equipment 

0.70 

— 

— 

12.00 

Textiles 

21.07 

29 00 

137.59 

33.00 

Total 

55.15 

70.00 

126.93 

90.00 


Agricultural Products and Textiles did particulariv well, while 
General Products had to stage a recovery from the loss of its 
important component of human hair trade, hit by the new 
synthetic hair. Chemicals did very well and hope to be an impor¬ 
tant exporter. Leatherware showed a healthy rise from 1 miUion 
pairs of shoes last year to an estimated 1 5 million; hoping to 
sbowyet further expansion both in quantity and world coverage. 

Railway Equipment Division did not manage to actually export 
anything during the year, but enough is in gestation to show 
results next year. Its search for new orders gathered momentum 
and a contract for 3,600 wagons, our largest ever, was won in 
Yugoslavia. Engineering Division’s export pace slackened 
a little, but we hope to pick up in the coming year, particularly 
if steel availability improves. 

IRMAC, the new Industrial Raw Materials Assistance Centre 
has got off the ground and expects a growing tempo. 

Sported Cara Department continues to emphasise service 
'Jp customers and profitability for the exchequer. 
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Manpower was well maintained, and the only increases were 
in mtnagemsnt, accounted for partly by some recruitment 
of spe^Tist personnel from outside and partly by the many 
promotions from the staft within. We are constantly endea¬ 
vouring through training at all levels to upgrade our staff and 
befit them for higher responsibilities and promotions. 

Personnel Division is trying to evolve a progressive policy and 
n continual dialogue with the staff, with whom relations were 
generally good. The new head office at Chandra Lok was an 
attempt at providing modern and efficient working and busi¬ 
ness environment of an international standard but at Indian 
costs. Training continued its emphasis on management and 
staff development through in-company and outside courses, 
especially with the help of universities and management 
inkitutions. 

Co-ordination maintains a contact with our associates and our 
foreign operations. Consequently relations with Industry 
and Trade and the service we render continue to improve. 

Management Services Division now consists of economics, 
statistics, OR and market research, and is becoming the eyes 
and ears of our management, providing it with advice and 
information to help sharpen up decision-marking. 

Quality Control made its contribution to develop vendor-ratiiut, 
an assay of the capability of our associates, and a quality 
conciousness in the Corporation and among its associates. 

Finance Division’s contribution was particularly special, 


and worth mentioning is the settl^ up of its new Credit, Fund 
Management and Contracts Services. / 

f' 

^ e 

Our Cashew subsidiary got well off the ground and duril^ I 
the period from November 1970 to February 1971 import^ j 
over 41,000 tonnes of taw nuts. It expects to import anotUT 
30,000 tonnes during March, making a total of over 71,QC» 
tonnes compared with 68,000 toimes in the corresponding 
period last year. 

Our subsidiary. Handicrafts & Handlooms Exports Corporation 
of India Ltd. also had a good year; exports increased by 
from Rs. 2.25 crores to Rs. 3.45 crores. 

Working capita! continued to be tightly controlled, and the 
ratios of stocks to rales and debtors to sales dropped from 
11% to 9.3% and from 12.6% to 8.9% respectively. Next 
year, there would be a further r^uction to 7.4% for each. 

We continue to give our increased dividend of 20% (previoOidy. 
10%) on the equity capital of Rs. 7 crores (previously Rs. 2 
crores) enlarged through three successive bonus issues. The 
total dividend was therefore Rs. 1.4 crores per annum (previ¬ 
ously Rs. 20 lakhs); what it more, it is now paid quarterly to 
our shareholders (previously annually). 

While happy with the improvements that we have been able 
to induce in the Corporation’s working, we are only too aware 
of our shortcomings god the long way we have yet to go to reach 
the best standards of world trade organisations operating 
under highly competitive conditions. 
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REVIEW 


Removing Disguised Unemployment 

M Ashok V Desai 

Growth with Full Em^oyment by Pradhan H Prasad; Allied Publishers, 
1970; pp xii + 51; Rs 6. 


UNEMPLOYMENT is a matter of much 
public concern in this country just now, 
anti this small book must be counted 
amonK the most valuable analyses of 
our problem. As 1 shall show, Prasad 
does not go far enough in this Irook, 
and makes .some errors. However, an 
error 7>l his is potentially jnore fruitful 
than a hundred correct trivialities that 
pass for economics. 

Prasad’s aim is to give an economic 
nu‘aning and evplanation of disguised 
unemployment. This essentially in¬ 
volves the reconciliation of the eco- 
noiTusls’ belief that all markets, includ¬ 
ing the market foi labour, must be 
cleared at equilibrium priw, with the 
existence ot unemployed labour. 

Ptasad launches a three-pronged 
attack oil the problem, starting succes- 
sivels’ from Miushall, Marx and Leibens- 
fein. His catholicity ot apiiroach is 
striking, and he di'rives a variety of in¬ 
teresting conclusions Irom each exercise. 
1 shall, however, confine my.self to the 
crux of Prasad’s argument, which 
emanati-s from L<‘ibensteiii. 

Prasad’s .irgiimeiit can be summaris- 
eil as tollows. Let labour be measured 
ill terms of work units of equal effec¬ 
tiveness. Then there will be a mini- 
imim level ol eonsiimption below which 
a worker will not produce any lalxnii 
at all. If consumption exceeds this 
level, the addition to work units asso- 
ci.ited with certain additional consuniii- 
tion will first rise slowlv, then accele- 
/iVe, and finally slow down again until 
fhially a level ol consumption is reach¬ 
ed beyond vvhich an increase in it is 
not associated with any rise in work 
units. If, as in Figure 1, work units 
aie represented on the Y axis and con¬ 
sumption on the X axis, the relationship 
between the two can be represented by 
an S-shaped curve C. Assuming that 
every rise in wage is accompanied by 
a rise in consumption, there will be a 
similar relationship between wage and 
work units. (Prasad here divides up 
work units per worker into work hours 
and wjttk^iuuts. per hour. Since both 
aw^ncjensing functions of consumption, 
is not nece.ssary or useful to dis- 
/tinguish between the two.) 

•Next, Prasad says that an employer 
aims to maximise the number of work 
units per rupee’s wage. He, therefore, 


pays OW and obtains AW' work units 
fioni the workei. the worker’s wage is 
fixed by wage co.st tninimisatiuii iiule- 
pcndeiitly of the labour marki’t. 

'rile amount ol work to be done on 
capitalists’ farms is fixed. TogethiT with 
the fixed iiiiinbei of work units pel 
worker, the work to Ixi done determines 
employment on capitalist lanns. 

A man c'an, however, do some woik 
as long as his consuniptioii is above 
OT. A small farmer who produces 
more than OT per capita on his farm 
can survive. Both his consumption 
and hi.s output will, howcvci, lie lower 
than that ol a u’orker on a capitalist 
iaiin. .As long as it is lower, he is 
underemployi ■<! 

II any one (lor instance, the capitalist) 
consumes more than OW, a transfer ol 
Ins excess eoiisuiniitioii to someone who 
eoiisunies less than OW will increase 
total output. .Savings and iiive.stmeiit, 

Fiq. I 


Work Unit* 


assumed to be increasing functions of 
income, u'ill also increase, and so will 
the late ol growth. Henci* Prasad con¬ 
cludes that m an economy with iinder- 
I'lnployiiient, more equal distribution of 
income will increase the rate ol growth. 

I’rasad’s analysis, while it is quite 
lorrect and makes a notable advance on 
the consumption side, is inexplicit and 
iiicoiiiiilete on the jirodiiction side. For 
woik units are not the .same thing as 
]iroductioii. 

In Figure 2 we introduce the pro¬ 
duction I unction explicitly. On a large 
capitalist I arm. additional work units 
wDiked l>> a single labourer will bring 
louglily constant additions to output. 
Hence the production function of a 
huge larin is represented by a straight 
line OYf, Oil a .small farm, however, 
additional woik will lead to diminish¬ 
ing returns, its production function is 
ihereloie repiesented by OY OC re- 
|)i.wilts the lelationship between con- 
siimptiuii and supply ol work units by 
.1 woikei, ill tbi' manner of Lcibenstein 
.Old Pia.sad. 

Foi convenience, wi- a.ssume that 
wages are entirely consiiiiied. OW is 
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Ftq. 2 


Work Units 



tlw uliirh iiiinimisfs tlio I'ost pci 

M'oik unit, as Ixfoic, OWj, is the \vaK<' 
wtiu'h inaMiniscs profit on the capitalist 
laiiii. OW =r OW’i^ il the i.iiin yields 
no piolit al all: il there is a jiositive 
piofit. OW’i, Mill e\ceed OW. OW^ is 
the nieoine ol the small larnier. OwillK 
to dmnnisinmt letnrns on his faini, hi' 
earns less than the cost-mininiisiiig wage. 
We have taken a marginal faiinei mIiosc 
laiin is Hist large enough loi survival 
Intia inargmal laiiiieis will earn moie 
— (lossiliK even more than the eost- 
niminnsinir Ma.ge — Imt will earn 
less th.ni the liill-lmie m oilier on the 
capitalist laim. 

C'.aintalists' pioiits Mill not in general 
he masimiseil at the Mage mIucIi iiiini- 
inises the lost pei Moik unit. Henci' 
I’lasad's coiuhision that capitalists Mill 
emplos some Moikeis liill-tinie at the 
cost niinmnsing Mage and leave the rest 
to lend loi tlieinscUis no longei 
lolloMs In lad. c.ipitulists will employ 
sm.ill lainieis pait-tinie il their wage 

OWk 

pel Moik unit IS till , die 

Magi' III lull-time M'orlseis. The wage 


liei work unit at which a sub¬ 
sistence tainier Mill be leady to take 
part-time employmi'iit with the capita¬ 
lists is the recipiocal of the slopi' oJ 
limction OC at A 

T'hus, once M’c intioiluce a proiluc- 
tion lunctioii, I’rasad's cost-minimising 
wage no longci leinains an indicatoi ol 
a Morkei’s full employment. Nor does 
his division of M'orkers into fully-cni- 
plosi'd full-time labourers and under- 
cni|iloyed small farmers remain valid. 
Uolh shaie eqiialls in the einployinent 
available. 

We now turn to Prasad’s conclusion 
that "the reduction in non-wage con- 
simiiition and the reduction in tlie wage 
lati* ol those whose wages are higher 
than the level that gives minimum cost 
pci 'work unit' arc the only way to 
mobilise lesoiirccs for accumulation 
tioin within the economy". Suppose 
something pievented small farmers 
I mill taking part-time employment on 
capitalist farms, ami their incomes wen' 
loM.'i than full-time workers’. A trans- 
ler ol income from the latter to the for- 
iiici wouUI increase the number of 
Moik units available; but given the pro- 
diiclinii iiinctioiis on small and large 


farms, it would not increase total out¬ 
put or savings; on the contrary, 
would reduce both. j 

A transfer from luxury con.sumpdoi^ , 
to small farmers would increase outfit, 
hut this conclusion is tautologis^: 
luxury consumption is defined as con¬ 
sumption unrelated to efficiency. Such 
consumption presumably exists. But the 
I rentier between it and savings is a 
liiiid one. So is the trontier between 
indiistrii-.s producing luxury consumer 
durables and those irroducing capital 
c<|iiipment and transport equipment; 
ccrtaiiiK', technical progress among 
them is highly interdependent. ^ - 

To conclude, redistribution of means 
ol consumption, utuiccottipanled by re- 
lUxtribution of nteaiLs of production, 
has not heen shown to be economically 
dcsiiablc. Prasad reaches this conclu¬ 
sion ("III onr policy prescription, there- 
lorc. the institution of private owner¬ 
ship ol means of production happens to 
be the liist easualty” — p 40), but his 
•iptiaratiis was inadequate; with the 
extension I have attempted here, it 
siilliees 

liicidentulb. though it was not iii- 
tciide<l to do so, the argument present- 
eil hcie goes against the Dandekar- 
Uath solution.' A programme of income 
ledistrilmtion may be undertaken on 
social or political grounds. But it would 
be a ilelusion if one thought tliat re¬ 
distribution would, by itselt, generate 
U'soiirces which would make continuing 
ami incr<‘asing redistribution unneces¬ 
sary.-' 

Notes 

1 V M Daiidekar and Nilakantha Rath, 
"i’ovcrts in India”, Economic and 
I'olitical Weekly, lanuary 2 and ft, 
1971. 

2 Runjit K Sau reaches this conclij^s 
sion in a different and perhaps more' 
convincing way. (“Poverty in India: 

•A. Comment”, Economic and Poli¬ 
tical Weekly, March 20, 1971). 
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'Arms, African States and the Commonwealth 

'» 

Anlrudha Gupta 


Of late the gap between the demands of Afro-Asian countries and their individual or collective 
capacity to back them up has become glaring. In the African case, this was most evident over the 
Rhodesian issue. The failure of the African countries to implement their threat to break off relations 
with Britain did great harm to their cause, as it showed that most African states were either incapable 
of united action or did not want others to take their threats seriously. 

With regard to Britain’s recent decision to supply Wasp helicopters to South Africa, once again, 
the reality of the situation debars Africans from taking any positive action. If the UN, the Common- 
. wealth and other organisations prove ineffective and if world public opinion remains as nebulous as ever, 
then Africans do not appear to have any option hut to accept the situation. 

The collective bargaining capacity of the Africans has been drastically reduced owing to (a) interne¬ 
cine differences and (b) the fact that they no longer seem indispensable in the global scheme of the 
Western powers. So if one or two African states attempt to force the issue either with Britain or South 
Africa they may find themselves cut off from the mainstream of continental developments. 

For the Asian members of the Commonwealth it would not be difficult to play it cool over the arms 
sale issue. India still attaches importance to its pro-nationalist and anti-racial stand; hence it would be 
willing to follow the African lead. But the difficulty is that the latter may not give a lead. 

However, in a queer sense, the resumption of arms sales to South Africa may prove useful to the 
Africans. So far they have depended on two strands of support to pursue their goals in southern 
Africa: first, the diplomatic ark moral support given by the UN and other world bodies; and second, 
such financial and military aid as they could obtain from both Western and Communist powers to assist 
• the liberation movements. Both have proved insufficient, if not disappointing. 

Yet, for the outside powers, southern Africa continues to be an unresolved area with potentialities 
for a great conflict. Even though the sub-Saharan region is given low priority in the global strategies of 
the Super Powers, they may not remain wholly indifferent if the arms factor precipitates a grave crisis. 
But in order to make them sufficiently interested, the Africans must encourage what they have so far 
been opposing, viz, an extension of the ‘Cold War' to southern Africa. 

Can they do this? Are they willing to convert not only their style of diplomacy but also the struc¬ 
tures and goals of their foreign policy? More importantly, can they entice Russia and America to enter 
into competition in this area? 


THE announcement that Britain would 
supply Wasp helicopters to South 
Africa has aroused, understandably 
enough, the indignation of Afro-Asian 
members of the Commonwealth. Nige¬ 
ria has already decided to leave the 
■eight-member study group set up by 
the Singapore Conference to look into 
the security of maritime routes in the 
South Pacific and the Indian Ocean. 
It is anticipated that other members, 
including India, will soon follow suit.' 
Among the ‘white’ Commonwealth 
states, Canada has deplored the British 
action although it has advised others 
not to leave the study group. 

Meanwhile there are other develop¬ 
ments; in the United Nations African 
delegations have issued a joint state- 
pent calling for “necessary action" 
agains t the _British Government, and 
iiu.^^iddts Ababa Foreign Ministers of 
Organisation of African Unity 
f (OAU) are meeting to confer on the 
ngw situation. Altogether there is a 
great flurry of diplomatic activity in 
many capitals leading to.. .7 


Assuming that the group is finally 
dissolved which is doubtful in view 
of the endless compromises Common¬ 
wealth leaders are capable of produc¬ 
ing what purpose would it serve 
materially? If withdrawal from the 
group is meant to be a token of pro¬ 
test against British action then it is a 
pitifully inadequate one as it does not 
match the gravity of the situation. On 
the other hand, if it is intended to 
demonstrate the solidarity of African 
and Asian states over the question of 
arms supply to South Africa then one 
may ask what else have they been 
demonstrating all these yeans in the 
United Nations and other international 
gatherings? Perhaps, other and more 
drastic actions may follow. If so what 
are they going to be? It has been 
hinted that Nigeria may cut off oil 
supplies to the United Kingdom, that 
Zambia may divert its copper from the 
London Metal Market, and that Kenya 
may nationalise British companies and 
assets. These threats are impressive, 
but when called upon to act on them 


tTie question of the capability to back 
such threats becomes crucial. Nigeria’.s 
dependence on Britain has increased 
rather than diminished since the Biaf- 
ran War; the price of Zambian copper 
has fallen in recent months from £748 
a ton to £412 so that Zambia's imme¬ 
diate need is to boost, not to divert, 
the sale of copper in the London Mar¬ 
ket: and as to the Kenyan situation its 
ministers know better than others 
about the ties that bind their country's 
economy with Britain’s. 

I 

Of late the gap between the de¬ 
mands of Afro-Asian countries and 
their individual or collective capacity 
to back them has become glaring. In 
the African case, this was most evi¬ 
dent over the Rhodesian issue. At an 
emergency meeting in December 1963, 
OAU states decided to break relations 
with Britain if the latter failed to sup¬ 
press Ian Smith's revolt by December 
15. When the ultimatum period was 
over, only nine states — including two 
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Cuinmunvyealth incinlrerii, Ghana and 
Tanzania - actually implemented the 
resolution; others ignored it. This did 
great harm to the African cause, as it 
showed that either most African states 
were incapable of united action or 
that they did not want others to take 
their threats seriously. In any case, 
this failure helped Harold Wilson to 
follow his own counsel over the Rho¬ 
desian i.ssue. Writing on the subject 
Ali Mazrui reflects: 

“There is little doubt that the 
possibility of African states embark¬ 
ing on a precipitate action on the 
issue of Rhodesia, and perhaps col¬ 
lectively breaking off relations with 
Britain, was one important consi¬ 
deration which determined the shape 
of Harold Wilson’s response to Rho¬ 
desia’s declaration of independence. 
Yet I his consideration was at its 
most effective when it was a relative¬ 
ly vague fear. The clement of 
iiiui'rtdiiilii ,is to what the Africans 
might do probably contributed to¬ 
wards Wilson’s toughness. But when 
till' Oiganisatioii of .African Hiiitv 
removed the uncertainty by proceed¬ 
ing to spell out a specific ultimatum 
to Britain, the cause of African in¬ 
fluence on British poliev suffered a 
.setback." 


II 

Threats, as Sardar Patel once cau¬ 
tioned Nehru, tend to lose their im¬ 
pact when used too often. In the case 
of .some African and Asian states, the 
problem Ls not only that the language 
of intimidation has become a routine 
part of their diplomacy but that, in the 
process, this language has also become 
so extreme in form that few can take 
It seriously any more. Over the Rhode¬ 
sian issue many African states adopted 
three variants of the same extreme 
language i e. i) they would break off 
relations wilh Britain; ii) they would 
themselves leave the Commonwealth: 
or ill) thev would expel Britain from 
the organi.sation. 

Finallj', none of these steps was 
lakcu vet such i.s the fascination of 
extreme hinguage that it continues to 
be in use even it the reality changes. 
Thus. when the British Government 
made known its intention to resume 
arms sales to South Africa, all the three 
variants noted .ibove were repeated. 
Kenneth Kaunda even .suggested at one 
stage that a new Commonwealth 
should be formed with Canada at the 
centie. Yet. notwithstanding what 
they said, all African and Asian mem¬ 
bers attended the Singapore Confe¬ 
rence. The specific issue of arms sales 
was relegated to the background until 
the last day when, as a compromise 
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formula, the eight-nation study group 
was formed. In view of the fact that 
Edward Heath refused to sign a rather 
harmless declaration of Commonwealth 
aims on racial problems, this was in¬ 
deed a disappointing outcome although 
Kaunda spritedly asserted that “noth¬ 
ing has been sold out here, nobody 
has been sold out, nobody has been 
vanquished’’.'* 

It c.in be argued that the formation 
ol the stiiflv gioiip was a face-saving 
device h) that hv quitting it the Afrn- 
■Asians ean prove that they are still cap¬ 
able ol some action: while, at the same 
lime, desoliition of the group may not 
necessaiilv involve dissolution of the 
Coninionwi'alth. In this respect, indeed, 
the .Smgapoie meeting has .servi-d .some 
purpose. 

Blit the urgiiiiients given in favour 
ol ibs'-olviiig the .study group show a 
r.ithei legalistii and morally biased 
■\fro-,\sian apiiroueh to British policies. 
The legalistie appioach is that they be- 
lievi’d that Biilain had given them 
some undertaking that it would not act 
until the group completed its icpoi't. 
This is howcvr’i a misreading of the 
Biitish stand, lor vv'hilc agreeing to the 
lormalioii of the group. Heath made it 
clear that his Government letaiiied the 
light to take any action to give effect 
to its dcleiicc policies. This view was 
apparently made clear to others. Julius 
N>eicrc ol Tanzania admitted this fact 
at a press conference, while our Foreign 
Minister, Swaraii Singh, denied that 
theie was a 'gentleman’s agreement’ 
between Britain and other countries on 
the matter, but India and other Com¬ 
monwealth members 'assumed' that 
Heath would not take the step of actu¬ 
ally supplying amis to .South Africa 
bebiie the study group completed busi- 
ne.ss.* 

The moial bias becomes clear when 
it i.s aigued that the British action is 
■immorar or even ‘diabolical'. In other 
words, what is actually meant is that 
the .Alio-.Asian countries do not want 
tlu- T'orics to behave like Tories or, 
convei.scK, thev blame the Tories for 
being .so true to their type. Yet, no 
governiiK'iit in Britain which wishes to 
Ih' ‘tough’ and 'patriotic' can act accord¬ 
ing to the wishes ol others. During the 
pi-riod ol TalKiiir lulc an impression 
had gained ground that Britain had been 
pushed around too olten by its poorer 
and 'iiiirul.v' Commonwealth partners. 
Th<' (amservatives promised that they 
would put a stop to such a piactice 
.nice the.s came to power. Much of 
then ellorts aie presently devoted in this 
diiection. In lact. one way to show 


the Tory Government’s independence of 
the Afro-Asians is to do precisely whp.f' 
it has started doing viz, resumption of/ 
arms to South Africa. While testing th6 
strength of the Afro-Asians to match 
their words with deeds, it also ^ives 
th<’ Tories an excellent opportunity to 
demonstrate theii toughness. This is 
why, from the beginning. Heath went 
over to the offensive: he claimed that 
Biitain had the right to pursue its na¬ 
tional interests and no other country 
had any business to question this right. 
In a television appearance on December 
24, he inipiired why no one suggested 
that I’akistan and India should leave 
the Commonwealth when they went to 
wai in lOflS'i* A few days before the 
Singapore Conference he went so far 
as to asseit that the Commonwealth 
would not he harmed if one or two 
states lelt it ovei the arms i.ssue.'’ 

Tins is, indeed, very tough language. 
In effect it means that Alricans and 
Asian.s should either give up tlieir pre¬ 
sent bland of diplomacy or else be 
reads' foi otheis to call their bluff. 
Nevei before has theii need to co-relate 
claims with capabilities become so 
iiigciil as now. In other words, it in¬ 
volves a reassessment of their own role 
in a changing worlil in which not only 
the super powers hut I'Vcn the medium- 
sizi- powers arc aiming to reduce their 
iiiffneiiee to the iiiinimuni. It is rather 
]i.iia<lo\ieal that at a time when the 
weakei and jioorer nations have gained 
ina.ssive prepoiidei ance in the UN and 
nthei organisations to make their joint 
inesence felt in shaping the course of 
the woild, they should be denied their 
s.iv even on m.itteis which affect them 
ino.st. 

Ill 

Notwithstanding the prcfatorial no|e$ 
above, it is still not clear why Britain',^ 
those this particular time to precipitate I 
a first-rate crisis in the Commonwealth, j 
Is it because ol a mad rush to get lid 
of thi' iirituting association of blacks 
and browns before Britain finally joined 
the Fnropcan Common Market? This 
is an attractive ablutiunist theory, but 
if lacks conviction. Again, since Britain 
had made it clear that it was not bound 
by the findings of the study group, it 
bud no reason to be worried on that 
count either. On the other hand post¬ 
ponement of a decision may have givi-n 
it some advantages. For, wh’iTe^stkyymg 
the Commonwealth that Britain co.'- 
tinues to lx- reasonable, it may have, 
provided some face-saving device to the 
Afro-Asians for which, consequently, 
tlic.v would have been grateful. 
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There ate more serious reasons why 
Bptain should have postponed a deci- 
' sidn on the arms sales. First, in the 
recent period South Africa’s so-called 
“outward policy” has borne impressive 
results. Its circle of friends and de¬ 
pendents is no longer limited to the 
white-minority regimes of Rhodesia, 
Mozambique and Angola, but includes 
a large number of independent African 
governments. It has succeeded in est¬ 
ablishing closer diplomatic and eco¬ 
nomic ties with Malawi, Lesotho, 
Swaziland, Mauritius and the Malagasy 
Republic. South Africa recently entered 
into an agreement with the Malagasy 
Republic to provide a loan of 232 mil¬ 
lion rands for the construction of an 
airport. Also a few years ago, though 
this is not generally known, two top 
officials of the Kenya Government visit¬ 
ed Pretoria to explore the possibilities 
of .South African economic assistance to 
their country.* 

Indeed Vorster’s .skilful diplomacy to 
win friends in black Africa has succeed- 
(*d so well that, in September last year, 
he offered to sign no-war pacts with 
other African governments.' This start¬ 
ed a chain of events: on November 4 
Houphouct-Boigny, President of the 
Ivory Coast, took the initiative by call¬ 
ing foi a ‘dialogue’ with South Africa. 
This was immediately welcomed by 
Malagasy, Gabon, Dahomey, Niger, 
Lesotho, Malawi and also by Ghana. 
However some other states, especially 
Guinea, Cameroon, Tanzania and 
Nigeria, opposed the idea and, as .i 
ii'sult, an acrimonious debate ensued 
among the members of the OAU. 

II Vorster's verligte (enlightened) 
policies were succeeding .so eminently, 
it is difficult to understand why Britain 
.wished to offset this trend by introduc- 
iilg the arms faetoi? It also does not 
appear that Pretoria was in dire need 
of a few helicopters to strengthen its 
.- defence. Over the years South Africa 
has built up a massive arsenal of 
sophisticated weapons and is now in a 
position to manufacture all the arms it 
requires. In the circumstances, even if 
it is conceded that the supply of heli¬ 
copters forms part of the British defence 
strategy to limit the Soviet naval threat 
in the Indian Ocean, it does not 
appear that South Africa was in a 
hurry to clinch the issue. 

Hoy -then can one explain the Briti.sh 
nyjve? We have already referred to 
aSame factors which underline Tory 
policies; here we shall discuss bricflv 
(d) some other domestic and external 
factors, and (b) the overall Tory view 
of defence and national interests. 


As stated earlier the Tories want to 
talk and act tough because this posture 
helps to distinguish them from the 
radier effete and vacillating policies of 
the previous Government. It is the beau 
ideal which underlines all their doings, 
ranging from the immigration bill to 
postal strikes and the new labour regu¬ 
lations. Contrary to popular impression 
that Powellite extremism embarrasses 
Heath’s leadership, it actually helps him 
to exude confidence and power. Inter¬ 
estingly, this new role of a ‘tough guy’ 
also fits the mood of the average British 
voter. His disenchantment with material 
conditions is being skilfully manipulat¬ 
ed by politicians to make him extra¬ 
sensitive about everything that smells 
of colour including coloured immigrants 
and the coloured Commonwealth. It is 
this mood of narrow patrioti.sm that the 
Tories wish to encourage and also 
exploit. 

Had it not been .so there was no 
material compulsion to declare publicly 
their intention to resume arms aid to 
South Africa. Like Wilson’s Government 
which secretly carried out joint naval 
exercises with the Republic, the new 
regime too could have concluded secret 
deals with South Africa. But, in that 
ca.s<‘, the glare of attention one receives 
in a stage performance would have 
lieen missing. And this is preci.sely what 
Heath wishes to avoid: by making bis 
intentions public he hoped to raise a 
storm of prob'st from the Asian and 
African members of the Commonwealth 
and. curiously enough, the more these 
protests take an extremist form, the, more 
would it cnamrage him to play the role 
of a ‘man of iron’. In fact, had the 
Africans and Indians (bec-aust- of their 
longer association with the Anglo-Saxon 
race) played it c<x)l over tlie arms issue. 
Heath might well have been embarrass¬ 
ed. Viewed in this way, it becomes 
clear why from the beginning he adopt¬ 
ed a belligerent attitude: it is precisely 
bccau.se he agreed to the formation of 
the Commonwealth study group, that it 
al.so became necessary for him to act (<n 
the arms issue before the group met. 
Had he acterl otherwise his motives 
might have been interpreted as a form 
of weakness — an impression Heath 
wishes to avoiil. at least for the moment. 

At this point some external factors 
become relevant. The idea of playing 
a ‘tough guy’ role is by no means a per¬ 
sonal obsession of Heath; it is directly 
related to Britain’s pre.sent negotiations 
v'ith the Six to obtain the best available 
terms for entering the Common Market. 
But so long as Britain is an applicant, 
it suffers from a number of specific dis¬ 


advantages and to cover these it is 
absolutely necessary that other favour¬ 
able factors in the sphere of British 
foreign policy should be exploited to 
the maximum. This is where the Com¬ 
monwealth factor becomes useful — if 
Britain can act tough with its Common¬ 
wealth partners then it helps in im¬ 
pressing the Europeans that it has shed 
its earlier inhibitions and, second, it 
also improves its bargaining position 
ni<t-a-vis the latter. The idea that “Bri¬ 
tain can no longer be pushed around” 
gets translated into something like 
“Britain cannot be taken for granted” 
for the benefit of the Europeans. 

In adopting such postures, no doubt 
two other calculations played some 
part: first, the inherent jealousy with 
which Britain has been watching the 
success of French diplomacy, which 
enables France to .sell anus to South 
Africa and at the same time retain the 
confidena- of its former African colo¬ 
nies; and second, the declining influ¬ 
ence of independent Africans in manag¬ 
ing the affairs of their own continent. 
Both a.spects need elaboration. 

Anglo-French rivalry has a long his¬ 
tory. In fact it has continued so long 
that it has affected the national cultures 
of both countries. From the point of 
vi<‘w of the Britons it is painful to 
accejit French superiority in any sphere 
lor long. Thus, if the French language 
is sweet then English has an interna¬ 
tional following; if the French had 
tht'ir DupU’ix the British had to invent 
a Robert Clive; a Nelson to meet the 
challenge of Napoleon and, when — to 
give another example — in tlie middle 
ol the last eentnry, the adventures of 
Rene Calle in West Africa inflamed the 
imagination of France, the British dis¬ 
covered their man in a prosaic mission- 
ai\- — "Dr Livingstone, I presume”. 
In Africa these two powers established 
the two largest empires and. although 
imiterial rule is over, scholars of both 
countries still devote their time to prove 
who left with a belter record in the 
continent. 

In view ot this tradition of rivalry, 
it is nut surprising that Britain .should 
envy the recent successes of France in 
Africa. Unrestrained by moral consider¬ 
ations, France has successfully defied 
the UN arms embargo on South Africa 
and sold it the largest amount of mili¬ 
tary hardware. In 1909 alone, France 
sold 42 Mirage III and .3 Mirage III B 
jets and secured a new contract for 
supplying 100 Mirage Milans to South 
Africa. In addition, it sold helicopters 
and Panhard armoured cars Omth effec¬ 
tive against guerillas) and helped 
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develop the surface-to-surface Cactus 
guided missile in South Africa with tlie 
latter paying about three-fourths of the 
cost. This, however, did not drag 
France into a dispute with the Africans. 
On the contrary, in the same year, 
France secured an order for 100 Mirage 
jets from the revolutionary regime of 
Libya, while meeting other demands 
from Cameroon, Congo (Kinshasa), 
Gabon, the Ivory Coast, Konya, Senegal, 
Algeria, Morocco and Tunisia.* 

All this strengthened the British 
argument that tl>e African countries 
were practising double .standards in 
assessing French and British roles. The 
most forceful expression of this line of 
argument was that, since the African 
states did not object to French sales of 
arms to .South Africa, they had forfeited 
their light to question the British 
move.” 

On the- other hand, the British as.sess- 
ment oi the declining influence of 
Africans in their own affairs is not un¬ 
realistic. We have abeady referred to 
the divisions among the OAU states on 
the question oi starting a ‘dialogue’ 
with South Africa. What is more im¬ 
portant is that even on the arms issue, 
Airicans aie not united. At the last 
OAII summit irieeting there was heated 
dehati' over a re.solution which sought 
to coixh'inn l''ianc-e, West Germany and 
Britain lor selling or intending to sell 
arms to .South Aliica. At the end, 
Dahomev, C,aboii, the Ivory Coast, 
Lesotho. Malagas}', Malawi, Niger and 
Bwanila dissociated thrunselves from tlie 
resolution, while Congo (K) reserved its 
position.*” 

In view of these developments it is 
doubtful if <-veii the Commonwealth 
states have a common understanding; 
Lesotho, Malawi, Mauritius, Uganda 
and Cainhia arc already on record that 
they h.ivi' no ohjeetioii to the arms 
sole, while the position of Kenya and 
Ghana is still not eleur. Only Nigeria, 
'ranzaina and perhaps Zambia may offer 
some ripposition, hut this too may not 
amount to luiieh in view of the cracks 
in African unity. 

If the Africans are divided among 
themselves on the arms issue, Britain 
need not be overly conscientious about 
it either. Moreover, it would be rather 
embarrassing for Biitam to continue an 
aims embargo if, say. South Africa 
joins the Common Market and sits on 
the same table with other associate 
African memhers. In such a situation 
Britain would appear not only ridicul¬ 
ous hut in the process it may also lose 
its dominant position in the South 
African economy. 


IV 

It is this context, perhaps, that the 
.short and long term implications of the 
helicopter deal can be understood. 
.South Africa today is no longer isolat¬ 
ed. It has made new friends or neutra¬ 
lised the old hostilities of a large num¬ 
ber of African governments. Its poli¬ 
tical stability is remarkable, particulsudy 
in view of the political volatility in the 
countries to the north of the 21ambesi. 
Thirdly, as a power-house of great 
industrial and economic activity it ha.s 
attracted foreign investment to the tune 
of five billion dollars. It produces ap¬ 
proximately 75 per cent of the world's 
annual gold output which contributes in 
turn to the stabilisation of the interna¬ 
tional monetary system. ** Finally, 
with tlie closure of the Suez canal, the 
Cape route provides the chief access to 
European cximnierce for trade with the 
countries of Asia. 

The image. oI South Africa as the 
world’s ‘untouchable’ is an optical illu¬ 
sion for, notwithstanding various UN 
re.soliitioiis and great moral indignation 
over aiwrtheid, it has remained — as 
it has always been — an important unit 
III the economic network of the West. 
The only thing it had lacked was legal 
acceptance as a partner and ally ol 
Euiopean interests in Africa. Yet, from 
tlu- very beginning. South Africans, 
Ixith Anglos and Afrikaners, have aspir¬ 
ed to play, fir.st, a leading role in the 
continent and. second, to link this role 
with the global strategy of the West. 
Tins had been implicit in the grand 
visum of Cecil Rhodes about an empire 
stretching from “the Cape to Cairo“, in 
Field-Marshal Smut’s idea of “a Paii- 
Aiiicanisin of European construction”, 
and in what Eric Louw, Verwoerd’s 
F'oreign Mini.stcr, once said about act¬ 
ing as “a permanent link between the 
W'csteni nations, on the one hand, and 
the populations of Africa south of the 
Sahara on the other”.** 

The resumption of arms sales is 
therefore symbolic of the fact that 
these aspirations arc nearing their fulfil¬ 
ment. By stressing South Africa’s im¬ 
portance in European commerce and 
defenee. Heath has indicated in broad 
outline the pattern that is emerging ie, 
with further expansion and consolida¬ 
tion of the European community, the 
nations of the West would disengage 
(not withdrais') from the Asian and 
Airican land-mass leaving it to the care 
of those who have proved more depend¬ 
able. This also suptdements, in essen¬ 
tials, the Nixon doctrine. But then 
neither the pattern nor the doctrine is 
very new. For, as early as 1947, 


General Marshall spoke about the threa 
bastions in the “virtually unpatre^ed 
Indian Ocean comprising one-quarter ot- 
the globe”. Of the three bastions “the 
Cape is at one extreme, Japan at 
other and Australia in between. Of the 
three bastions, it is South Africa,.. 
that plays the most dramatic role in 
keeping lamps lit". 

In this restructuring of defence 
priorities it does not appear that such 
island bases as Diego Garcia and others 
play an important role. At the most 
they can he considered as mere extras. 
The independent African states on the 
other hand cannot be relied upon to 
look after Western interests. In contrast 
to South Africa, they are not only weak 
and poor but have also proved un¬ 
dependable. Besides, any attempt to 
drag them into a defence net may be 
interpreted as ‘neo-colonialistic’. Hence 
any move in that direction will be 
impracticable. Ironically enough, it is 
now for the ‘neo-colonialist’ powers to 
teach the Afro-Asians about the dangers 
of ‘neo-colonialism’. 

However, it would be erroneous to 
think that the interests of Britain and 
South Africa are wholly identical. In 
laet, on some points, they may even be 
conflicting. Thus, it is doubtful whether 
Britain would have offered the heli¬ 
copters had not South Africa been in 
a strong position to dictate and even 
hlackmail Britain. This becomes evident 
from Britain’s involvement in the South 
African <;conomy which constitutes the 
largest single market for British elec¬ 
trical machinery and commercial vehi¬ 
cles, absorbs alumt £ 1.2 billion worth 
ot British capital investment and yields 
an annual trade surplus to Britain of 
approximately £ 200 million. Further, 
Pietoria’s increasing ties with Western 
Europe have given it larger scope to 
drive hard bargains with Britain. After 
V’orster’s unscheduled visits last year to 
France and Germany it was strongly 
rumoured that South Africa might join 
the Common Market. Whether this is 
true or not, Pretoria adopted a distinct¬ 
ly belligerent attitude towards the 
United Kingdom. As one political com¬ 
mentator noted; “No doubt the visit 
to France has .some element in it of 
showing Britain that if its coolness 
to South Africa continues. South 
Africa can take its business elsewhere, 
however great the ■wrench may,be".** 

Thirdly, Pretoria’s strategic calSlilx- 
tions do not appear to be the same as 
Whitehall’s. It is interesting to note 
that, whereas Britain wants to link tLe 
question of arms sales with Russia’s 
possible threat from die sea, Soudi 
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Africa plays down this theme. Instead 
it\talks generally about "communist 
invasion" from the north, through 
land route. What South Africa really 
wants is a guarantee that in case there 
is a protracted war its pipeline to the 
West for arms and equipment will re¬ 
main completely intact. This may ap¬ 
pear to contradict what has been stated 
before i e, that South Africa is interest¬ 
ed in expanding its circle of friends 
and that it has already offered to sign 
non-aggression pacts with other African 
states. All this is true, but it should 
also Ije noted that so far no such pact 
has materialised. On the contrarv', two 
important states (Tanzania and Zambia), 
which have actively assisted the libera¬ 
tion movements, have refused to start 
a ‘dialogue’ with .South Africa. The 
threat of guerilla bands invading from 
the north — howsoever unrealistic — 
continues to haunt the white minority 
regimes. Also, inside the territories of 
Southern Africa the African population 
may not stay permanently docile. Al¬ 
ready South African security forces are 
engaged in assisting Rhodesian and 
Bortuguesc troops against various 
guerilla incursions. This has overstretch¬ 
ed Pretoria’s military capacity and, 
hence, its need to be assured about the 
supply route for arms reinforcement has 
become all the more urgent. 

It is in this context that the two 
South African approaches should be 
seen. On the one hand it wants to 
build closer relations with independent 
.\frican countries to establish a market 
lor its manufacturing and industrial 
goods, on the other it prepares itself 
for any anned conflict in the future. 
The first approach is peaceful, the second 
sounds like the ominous beating of war 
drums. In the same bieath in which 
y<)rster proposed non-aggression pacts, 
he also warned that “if terrorists enter 
South Africa from certain countries, we 
.shall resist them and if they are put to 
flight, we will pursue them right into 
the countries from which they come’’.** 
No permanent friendship with neigh¬ 
bouring states can be built on the basis 
of economic and racial inequality; even 
if South Africa succeeds in achieving 
a dominant position in the continent, 
it would represent a frontier post under 
permanent seige. 

V 

■'To summarise the above points: (i) 
'the language of prote.st and intimidation 
has become irrelevant in world affairs 
unless those who use such language 
have also &e capacity to bade it by 
deeds; (ii) the British dedsion on arms 


resumption is a product of many domes¬ 
tic and external compulsions; (iii) in 
the emerging pattern of British — and 
perhaps European — strategy for de¬ 
fence the Cape route has been appor¬ 
tioned a key role and, as a result, 
African states to the north have lost 
much of their relevance to Europe; and 
(iv) while the British decision to supply 
arms to South Africa is linked with 
many global factors, the latter’s imme¬ 
diate preoccupation is to establish 
leadership over the African continent. 

The reality of the situation debars 
the Africans from taking any positive 
action. It the UN, the Commonwealth 
and other organisations prove ineffec¬ 
tive and if world public opinion re¬ 
mains as nebulous as ever, then Africans 
do not appear to have any option but 
to accept the situation. In 1969 they 
had themselves proposed a no-war pact 
to the white regimes in southern Africa 
— on their own tenns — but this w’as 
rejected by South Africa and others.'* 
The collective bargaining capacity of 
the Atricans has been drastically re¬ 
duced owing to a) internecine differ¬ 
ences and b) the fact that they 
no longer seem indispensable in 
the global scheme of the Western 
poweis. So if one or two African 
states attempt to lorce the issue either 
with Britain or South Africa they may 
find themselves cut off from the main¬ 
stream of continental developments. 

For the Asian members of the Com¬ 
monwealth it would not be difficult to 
play it cool over the arms issue. India 
.still attaches importance to its pro¬ 
nationalist and anti-racial stand; hence 
it vsould be willing to follow the Afri¬ 
can lead. But the difficulty is that the 
latter may not give a lead. 

In a queer sense, the resumption of 
arms sales to South Africa may prove 
useful to the Africans. So far they 
have depended on two strands of sup¬ 
port to pursue their goals in Southern 
Africa: first, diplomatic and moral sup- 
irort given by the UN and other world 
Iwdics; and second, such financial and 
military aid as they could obtain from 
both Western and Communist powers to 
assist the liberation movements. Both 
have proved insufficient, if not dis¬ 
appointing. Y(“t, for the outside powers, 
southern Africa continues to be an un¬ 
resolved area with potentialities for a 
great conflict. Even though the sub- 
Saharan region is given low priority in 
the global strategies of the Super 
Powers, they may not remain wholly 
indifferent if the arms factor precipitates 
a grave crisis. But in order to make 
them sufficiently interested the Africans 


must encourage what they have so far 
been opposing viz, an extension of the 
‘Cold War’ to southern Africa.'* But 
can they do so? Are they willing to 
convert not only their style of diplo¬ 
macy but also the structures and goals 
of foreign imlicy? More importandy, 
can they entice Russia and America to 
enter into competition in this area? 

At the moment it does not seem so. 
The overwhelming economic and mili¬ 
tary power of South Africa is sufficient 
guarantee against any attempt to dis¬ 
rupt the status quo. Unlike Israel 
which is surrounded on all sides by 
militant Arab states. South Africa en¬ 
joys complete security except from the 
north, beyond the liorders of Rhodesia 
and Mozambique. It’s immediate pro¬ 
blem is not, therefore, to fight a defen¬ 
sive war for survival but to establish 
hegemony over a large number of 
smaller state.s. To do so it can afford 
to rely on peaceful and diplomatic 
methods without, however, neglecting 
its military requirements. 

So long as South Africa continues to 
enjoy these advantages, the United 
State.s has no reason to become more 
involved in the region. Besides, the US 
can depend on other Western powers 
to maintain stability in the area. Simi¬ 
larly, although the Soviet Union has 
given aid to some liberation movements, 
it is also clearly not interested in up¬ 
setting the statm quo. Indeed the 
po.ssibilities are that, while encouraging 
African opposition to the white minority 
regimes, the Soviet Union may also try 
to build some sort of relationship 
with these very governments. In res¬ 
ponse the United States may extend, 
without di.sturbing its economic stakes 
in southern Africa, some form of assist¬ 
ance to the African liberation forces. In 
other words, the approaches of the 
Super Powers seem to converge rather 
than contradict each other. 

Yet, some new factors may arise to 
change the situation. The declining 
influence of the Africans may induce 
Russia to expand its activities in east 
and central Africa more forcefully. 
Such a course will also suit its present 
desire to emerge as a power in the 
Indian Ocean area. Moreover, the 
thrust of Chinese diplomacy to gain 
control over the radical elements in 
Africa may induce the Kremlin to adopt 
a more active and militant posture vis- 
u-vis southern Africa. In that case the 
United States may also abandon its 
present low-profile posture in Africa. 
In other words, the expansion of 
American activity in southern Africa 
cannot be ruled out altogether. 
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There are two other circumstances 
which may influence the US attitude: 
its growing economic invijvement in 
South Africa and the fact that then- 
are over 10 million hlacks in America. 
Since the World War II a consortium 
of US banks have extended about $ 60 
million of credit to South Africa. Thu 
overall US inve.stment earnings in .South 
Africa have av«-rage(l between 11 and 
27 per cent and US investment repre¬ 
sents almiit 35 per ceiil of total 
American investment in the African 
continent.” With po.ssibilities of furths-r 
Involvement, it is reasonable to deduce 
that the United States cannot always 
maintain a lovv-prufile in southern 
Africa. Secondly, in order to satisfy its 
black {Nipulatioii — Iiarticularly the 
vanguard Afro-.\inerican movements — 
the US may respond from time to time 
to the Aiiican call for a.ssistancc. It is 
interesting to note that, like the USSR, 
which uses its Asiatic population to 
project itself as an ‘Asian jxiwer’, thi- 
US attempts today to project its image 
as a ‘black powei’ in Africa. These con¬ 
tradictory pulls of economic interests 
and black piessiue may lead in tim<-s 
ol crisis to a massive diplomatic offen¬ 
sive. In such a situation China may 
also iilay soini- role and, instead of 
making vi-rbal appeals to the UN and 


world opinion, the African states may 
try to convert their present weakness 
into a concrete diplomatic asset. 

But in order to do so they need new 
drive and dynamism which the present 
generation of African leaders do not 
se<-m to possess. Alternatively, their 
failure may — to use Marxist logic — 
expose them in the eyes of their people. 
But this may not yet be the case: 
African .societies will need some more 
time before cla.ss structures and divi¬ 
sions begin to affect their political sys¬ 
tems. Yet, it is inspiring to recall the 
\\ ords ol Frantz Funon: 

“Afiica will not be frei- through 
the mechanical development of 
muteii.il forces, but it is the hand ol 
tile African and his brain that will 
si't into motion and implement the 
dialectics ol the liberation of the 
continent.'" 

I'erhaps this dialectica I procc.ss has 
already begun. 
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Fertiliser Use and Efficiency in Resource 

Allocation 

A Study of Paddy Crop in an lADP Block 

V N Misra 


This paper deals with certain aspects of the economics of fertiliser use in a predominantly paddy 
growing area. 

First, the marginal returns on various inputs have been estimated. Then an attempt has been 
made to measure the efficiency of resource use both for users and non-users of fertilisers. 

Further, the marginal returns of fertiliser use at various levels, keeping other resources constant at 
different levels, have been estimated. 

Finally, the optimum combination of two scarce resources, viz, land and fertiliser, has been worked 

out. 

fThe author is thankful to T S Papola for helpful comments. Errors, if any, are his.] 


THE study is based on a survey of 156 
cultivators (selccteil on thi- basis of 
probability propoitional to per acre 
fertiliser us«‘) of Dinara block of Shaha- 
bad District (Bihar) which is covered 
under the Intensive Agriculture District 
Programme. On accxrunt of the mass 
approach of the Programme, a very- 
high iiercentage of fanners had taken 
to the use of fertilis«-r. as a conserjiiena- 
of which th<' number of users in the 
.sample is 118 and that of non-users 


only .38. The data were collected for 
the agricultural year 1964-65. 

Choice oe Functio.n 

In order to measure the efficiency 
ol resource use, the Cobb-Douglas type 
of production function has been fitted 
.separately to the farms who used 
fertiliser and those who did not use 
fertiliser. This function has an ad¬ 
vantage over other types of functions 
insofar as it permits either diminish¬ 


ing, increasing or constant returns with¬ 
out requiring the use of too many 
degrees of freedom. It is for this rea¬ 
son that this function has been pre¬ 
ferred here, as the number of farms is 
rather small in the category of non¬ 
users. 

The fitted function is of the follow- ^ 
ing nature: 

bj ba 

Y = a X, .. .Xo 
where. 
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a s: constant for equation 
^ b, = elasticity of production 

X, = variable input. 

Expressed in logaritfanis this function 
. takes the following form : 

Log Y = log a + b, log Xj 

+ . . .bo log Xn 

SE(.ECrnON AND Measuresment of 
Variables 

The following variables have been 
selected for the production analysis. 

Y = gross income, representing the 
value of total gross yield and by-pro¬ 
duct. 

X, = land, expressed in terms of 
the acres of cropped area. Land acres 
have been found more or less homo¬ 
geneous over the area. Land revenue 
is often treated as a reflection of soil 
fertility and used for converting land 
into standard measurable units; and 
there does not exist much variation in 
land revenue or in rental value per 
acre. 

Xj = human labour, expressed in 
units of male adult days of eight work¬ 
ing hours. The work done by females 
,and children has been converted into 
male adult days in proportion to the 
wages received. 

X, = bullock labour, measured in 
days of eight working hours per pair of 
bullocks. 

Xj = fertilis<*rs, expressed in terms 
of money value of fertiliser used, at 
1964-65 prices. 

Generally, it is expected that if any 
important variable is not included in 
the I unction, the value of the co-eflBci- 
eiits included in the study is over-esti¬ 
mated. Irrigation is suppostid to lie one 
of the important factors infuencing the 
fertiliser use and thus is likely to alfect 
. the gross income considerably. It has, 
Ijowevcr, iK'eii observed that, a canal 
being the main source, the facilities of 
irrigation in the area are quite similar 
irrespective of the farm size. The bias 
in the results, if any, may not be, there¬ 
fore, of such magnitude as to vitiate 
the value of the co-efficients obtained. 

Es-iimates ok Phoduction Functions 

The re.sults of the regression analysis 
are summari.sed in Table 1. The 
co-effleients of land and human labour 
are significantly related to the gross in- 
' come at 1 and 5 per cent level of 
significance respectively both for users 
and non-users. The co-efficient of 
bullock labour is not significant for 
either group. The pos.sibie reason for 
(his phenomenon may lie in the fact 
that a very high portion of bullock, 
lalwur has been u.sed for thrashing 


Table 1 : Rboression Co-eeficients 


Items 


No of Farms 
Regression co~efficients'. 

X, land in acrer 

X| Human labour in days 

X, Bullock labour in days 

X( Fertiliser in rupees 

Sum of regression co-efficients 
Co-efficient of multiple determination (Rs) 
Constant for equation (a) 


Note: Figures in brackets are the standard errors of the co-efficients. 

** Significant at 1 per cent level of significance. 

* SignilKant at 5 per cent level of significance. 

Table 2 : Geometric Means, Marginal Returns and Cost of Resources 


Users 

Non-users 

118 

38 

0.55926** 

(0.07006) 

0.67035** 

(0.12526) 

0.18790* 

(0.08293) 

0.14839* 

(0.05865) 

0.04102 

(0.04385) 

0 10756 
(0.10231) 

0.16427** 

(0.01567) 

— 

0.95245 

0.92630 

0.91383 

0.78510 

171.36362 

194.84540 


Items 

Y (gross income) 
X, (cropped area) 

X, (human labour) 

X, (bullock labour) 

X 4 (fertiliser) 


Geometric 

Means 

Marginal Returns 

Cost of 
Resources 

Users 

Non- 

users 

Users 

Non¬ 

users 

Users 

Non¬ 

users 

5357.13 

1907.44 

— 




11.07 

5.31 

270.55** 

(32.92) 

240.61* 
(44 96) 

140.00 

140.00 

343.32 

167.61 

2.93* 

(0.41) 

1.69 

( 0 . 68 ) 

1.50 

1.50 

93.37 

45.86 

2.05 

(2.52) 

4.27 

(4.25) 

5.25 

5.25 

128.54 

-- 

6.85 

(0.34) 


1.00 

— 


Note: Figures in parentheses are the standard errors of marginal returns. 
•* Significant at I per cent level of significance. 

* Significant at 5 per cent level of significance. 


operation, which is not a direct aid to 
the production. Moreover, the cultiva¬ 
tors ar«- still using the traditional 
wikkIcii plough which docs not make 
for utilising I'llly the capacity of the 
bullocks. 

The elasticity of production for each 
variable is le.s.s than one, indicating 
thereby the operation ol diminishing 
return to individual inputs. This means 
that if otbe’- inputs arc fixed at a cer¬ 
tain level i'oid if only one input is in- 
crea.sed, the gross income will increase 
at a diminishing rate. 

By adding up all the elasticities of 


production we get a measure ot returns 
to scale. Thr- sum of elasticities is 0.95 
and 0.92 for users and non-users 
respectively. When tested .stati.stically 
the values are not found to be signifi¬ 
cantly rlifferent for users and non-users 
which suggests the operation of con¬ 
stant returns to scale. Thus, an increase 
in all factors of production by a given 
percentage will increase output by the 
same percentage. 

The co-efficient of multiple deter¬ 
mination shows that 91 anil 78 per cent 
of variations in gross income for users 
and non-users respectively are explain- 
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ed by th«j coinbiiHxl eJffct of tin* inde¬ 
pendent variables. 

Economic Efficiency 

The marginal returns to ri’soiirces 
have been compared with their costs 
with a view to finding out if thi-re is 
a need for resmirci- adjustment in 
order to maximise net r<(turns. It 
would also enable us to stuily the com¬ 
parative efficiency of rcsouicc; use 
among u.sers and non-users. 'I'he diffe¬ 
rence between estimaU'd maiginal re¬ 
turns anil cost of rcsourcs-s' has been 
te, 4 ted by ‘t’ statistics.® The estimates 
are given in Table 2. The marginal 
returns on bullock labour tlo not 
differ significantly from the cost 
bullock labour. 'I'hls indicates that 
at the existing level of technology, 
there is not much scope for increasing 
the use of bullock labour. However, 
the marginal returns on land is signi¬ 
ficantly higher than the prevalent rent 
of land in thi* area. The marginal re¬ 
turn on one rup«-c spent on fertiliser is 
Rs fl.85, which is obviously a very high 
return. This may be dm- to the fact 
that till recently laud was used verv 
Inti-nsively in the area without adding 
any improved production resources 
except labour. This led to the exhaus¬ 
tion of fertility of the soil. When the 
Package Progranane was started in the 
area the marginal return on fertiliser 
appeared to be very high. However, 
in Ixith the giotips, i e, users and non¬ 
users, there is scope for increasing the 
net return by increasing the land input, 
whereas in the casi- of the traditional 
inputs such as human and bullock 
laltour the scope for increasing the re¬ 
turn with their use is extremely limited. 
Introduction of new ti'chnology and 
new inputs may, however, lead to an 


Table 3 Makoinal Retukn on Fertiliser Keepino Other Resource at Different 

Levels 


Fertiliser Input 

(Rs) 

(1) 

Marginal Return on Per Rupee of 
Other Resources at 

Fertifiser with 

50% ofGM 
(2) 

100% ofGM 
(3) 

150% ofOM 
(4) 

100 

4.98 

8.44 

11.62 

128.54 (GM) 

3.96 

6.85 

9.27 

350 

1.72 

2.96 

4.08 

550 

1.18 

2.03 

2.16 

750 

0.91 

1.57 

1.77 

950 

0.75 

1.29 

1.51 

1150 

0.64 

1.09 

1.32 

1350 

0.56 

0.94 

1.24 

1550 

0.49 

0.85 

1 06 


GM Geometric mean. 


increa.se in the returns of traditional 
inputs as is evident from the fact that, 
unlike in the case of non-users of ferti¬ 
lisers, the marginal return for human 
labour is higher than the prevalent 
wage rate in cas«- of users. 

On the basis of the above observa¬ 
tions it may be said that there does not 
appear to be much difference in the 
efficiency of resource-usc between users 
and non-users, because in lioth the 
groups then* exists more or less a 
similar type of di.sequilibrium between 
maiginal returns and co.sts. 

Maiioinai. Reiuhns w Fehiiliseb U.se 

It has beim observed that the 
marginal return for each riipiBi spent 
on fertih.sers is (]uite high. It would, 
therefore, be interesting to work out the 
optimum level of fertiliser use. Theo¬ 
retically speaking, the optimum level of 
fertiliser use would lie at a point where 
the amount spent on marginal use of 
fertiliser is e(|uul to the marginal return 
obtained lioni it which, in turn, depends 
upon other re.soiirces with which it is 


combined. An attempt has, therefore, 
been made to work out the marginal 
return for each rupee spent on fertiliser 
at its various levels, keeping other re¬ 
sources constant at their 50, 100 and 
150 iicr cent of the geometric mean 
levels, (.see Table .3). 

The marginal return on fertiliser at 
different levels generally increases with 
the increase in other input factors. For 
example, the marginal return on a rupee 
spent on fertiliser at Rs 750 fertiliser 
input level is less than a rupei-, when 
other rcsourci's have Ix-en kept at 50 
per cent of the geometric mean level. 
But it increa.ses to Rs 1.57 and Rs 1.77 
when other resources have been kept 
at 1(K) and 150 per ci'nt of the geo- 
inetrie mean level respectively. This 
shows that hy increasing fertiliser alone, 
without a corresponding increase in 
other resources, the law of diminishing 
return operates at an early stage. The 
diminishing return on fertiliser use sets 
in at a low level oi fiTtiliser applica¬ 
tion. This should not Ik* very surpris¬ 
ing as in the initial stage of fertiliser 


Table 4; Oftimum Combination of Land and Fertiliser for Various Income Levels at Different Price Ratios 


Price Ratios 

Gross Income Rs 3,400 

Gross Income Rs 5,600 

Gross Income Rs 7,800 

Gross Income Rs 10,000 


Land 

(acres) 

Fertiliser 

(Rs) 

Land 

(acres) 

Fertiliser 

(Rs) 

Land 

(acres) 

Fertiliser 

(Rs) 

Land 

(acres) 

Fertiliser 

(Rf) 

0.004 

3.89 

285.45 

(73.38) 

7 75 

568.70 

(73.38) 

12.25 

898.90 

(73.38) 

17.27 

1267.27 

(73.38) 

0.006 

4.26 

208.55 

(48.96) 

8 51 

416.65 

(48.96) 

13.40 

656.06 

(48.96) 

18.97 

928.77 

(48.96) 

0.008 

4 55 

167.09 

(36.79) 

9,07 

333.05 

(36.72) 

14.33 

526.62 

(36.72) 

20.21 

742.19 

(36.72) 

0.010 

4.83 

140.70 

(29.13) 

9 54 

277.90 

(29,13) 

15.08 

439.28 

(29.13) 

21.24 

618.72 

(29.13) 

0 020 

5.65 

82.28 

(14.56) 

11.16 

162.49 

(14.56) 

17.64 

256.84 

(14.56) 

24.88 

362.24 

(14.56) 


Note; Figures in paKUtheses are values of per acre fertiliser use. 


754 




April 3. 1971 


■ BCC3«6mIC AND POUTICAL WEEKLY 


Ficunr.: Isoquants and Isocunes 



Ua«l (in -Krts) 


tical supposition of this analysis. In the 
real situation, however, this type of 
interrelationship iMstween acreage and 
fertiliser use may not Ixj observed. Still 
this analysis provides a broad idea 
about the optimum combination of re¬ 
sources for obtaining certain levels of 
gross income, within the limitations im¬ 
posed by the shaiic of the i>roduction 
lunction. 

The optimum combination of land 
and fertiliser for a given income level 
has been determined by equating the 
marginal rate of substitution of both 
the resources with their inverse price 
ratio^ which has been shown by an 
isocline.^ An isocline is a lino connect¬ 
ing all points of equal slopes or substi¬ 
tution rates on a family of isoquants. 
In other words, it connects all combina¬ 
tions oi resources, which have the same 
substitution rat<!s for the various income 
levels. 

The optimum combinations" of land 
and fertiliser for various income levels 
at different price ratios are given in 
Table 4. It is observed that for the 
same price ratio of inputs, if one moves 
from the lower to higher levels of in¬ 
come, the pioportion of optimum com¬ 
bination ot resources remains constant. 
Hut the pioportion of these* inputs varies 
with the change in the price ratio. 


application, farmcis aie not accustomed 
to taking all the necessary care for its 
most eflective use in the field. Higher 
doses ol leililiser application also neces¬ 
sitate other supplementary factor inputs 
ami (juite olten ianners are not in a 
position to acquire them. 

The users have 11.07 acres under 
the I’acldy ciop on which fertiliser use 
worth Its 1150 would be optimum, 
llowi’ver, on an average the sample 

cultivators have spent veiy small 

amounts of money on fertiliser. As an 
^ijement of risk is involved in using 
fertili.scr, the cultivators do not apply 

fertiliser opto the optimnin level. 

The effect of other resources on the 
marginal return of fertiliser use is very 
important. From the fanners’ point ol 
view it means that return to one re¬ 
source (fertiliser in this case) will be 
low if they do not have sufficient 
quantities of other resources to go with 
it. From the standpoint of educational 
and action programmes it means that 
emphasis on one resource alone cannot 
.maximise returns. 

Optimum Combinaiion of Land and 
Febth-iseh 

Since land is a limiting factor it 
would be pertinent to study the opti¬ 
mum combination of resources (land and 


lertilisei) foi a given income level. This 
has been dune by substituting ieitiliser 
lor land, liecause a given amount of 
piodiiction can be had with less land if 
fertiliser is u.sed. 

In order to obtain certain level of 
income, different combinations of land 
and fertiliser could lie worked out. The 
locus of .such combinations on the two 
diiin-nsional ch.irt is culled an isoquant. 
The curvature of an isoijuant gives the 
marginal rate ot substitution of re¬ 
sources. 

It is evident from the Figure that the 
isoquant for the lowest gross income of 
Us .3400 is almost horizontal and very 
near to the axis of land. This suggests 
that this level of income could be 
obtained even in the ab.sence of 
fertili.ser input. However, for ob¬ 
taining a higher income level, the high 
curvature ol isoquants indicates the 
necessity for applying higher quan¬ 
tities of fertiliser to improve the pro¬ 
ductivity of land. For obtaining higher 
levels of income, the amount of fertiliser 
needed in (ombination with smaller 
acreage of land is high as is evident 
from the graph. That the possibilities 
for getting such a high amount of 
fertiliser to obtain a very high income 
level do exist even in the case of holders 
cf small acreage has been the theore- 


CONCLUSION.S 

The coiiiiraii.son of marginal returns 
with their costs reveals that there does 
not appear to be iiiiich difference in the 
efficiencj' of resources between users 
and non-users Ix'cau.sc in Iwth the 
gioups there exi.sts .scope for increasing 
net returns by incriMsing the land in¬ 
puts, but not such inputs as human and 
bullock labour, unless their increased 
use is also accomiranied by new techno¬ 
logy. The higher marginal productivity 
of fertiliser suggests that there is still 
much scoix' for increasing the use of 
fertiliser per unit of land in order to 
optimise the returns. The marginal rate 
of substitution between land and 

fertiliser akso indicates that the use of 
fertili.ser assumes a crucial role in ob¬ 
taining a higher level of gross income. 
However, on an average the cultivators 
are using fertilisers in far smaller 
(juantity than the optimum. This is 
due to the low-risk bearing capacity of 
the fanners, availability of limited capi¬ 
tal and poor knowledge about the 
possibilities of fertiliser u.sc for attain¬ 
ing higher levels of production. It must 
however, be added that, as indicated 
by the effect of otlwr resources on the 
marginal retiini of fertiliser, an increase 
in fertiliser use without a corre.sponding 
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increase in other resources, brings In 
the operation of the law of diminishing 
return at an early stage. 

Noitss 

1 The eo.st of one acre of land refers 
trj the prevalent rent rah; in the 
area, which is alxnit Hs 180. It has 
litx'n allocated to crops accoidtng 
to per acre yi«'ld obtained. For 
paddy it i.s estimated at Ks 140. 
The marginal return on human 
lalxrur ha.s la'cii compared with the 
wage rate- which .stcKxl at Ks J.50 
p<!r day. To work out the cost of 
liiillock labour the charges incurred 
on fodder, feed and concentrates, 
lalxuir lor the maintenance of bul¬ 
locks, intere.st and depreciation and 
niiscellaneous expenses have been 
added. From this the value of 
manure plus hire charges if any 
obtained from outside have been 
deilucted. The net maintenance ex¬ 
penses have been divided by the 
number of bullock days worked on 
the I arm. The cost of bullock 
labour thus comes to Hs 5.25 per 
day. 

2 II wt! let MVl‘i nipre.sent the 
marginal value product of ith re¬ 
source and Pi its cost, the formula 
will be as follows: 

.j. ^ MVPi — Pi 

a MVPi 

Alter eoinpiiting this te.st statist¬ 
ics ‘t’ it IS compared with value of 
‘t’ eoriestxmding to the given signi¬ 
ficance level and degrees of fiee- 
dom. 


Standard errors of marginal re¬ 
turns have been worked out by 
taking the stjuare root of 

i(y/xi)“ X v(bi)] 

Where v(bi) denotes variance of 
variable xi. 

.2 The price ratio has beesn worked 
out on the basis of the costs of 
resources. 

4 An isocline is given by 

b, b, 

Wheie K = P X./P X, 

5 To determine the points of inter¬ 
section of an isocline with the suc- 
wssive isofjuants the following two 
equations were used: 

Log X. - -L 

bi 


— log a ’ — b, log X, 



W'here a’ = log a + bj log X* 



' b, log X, 


Some Aspects of Deposit Mobilisation 

A Comment 


P D Ojha 


MANY valuable sebemes for deposit 
mobilisation have been put forth by 
V V Bhatt. (‘Some Aspects of Deposit 
Mobilisation', September 5, 1970, pp 
141X5-1497). Admittedly, these are all 
novel sebemes and the banks will n<‘ed 
to work ont the feasibility of the 
sclremes in the light of thr'ir own ex¬ 
perience .uid expertise. The most 
attractive of Bhatt’s suggestions are (a) 
deposits linked to insurance, and (b) 
deposits linked to old-age provision. 
There arc various possible ways in which 
these two schemes can be organised. 

For deposits linki-d to insurance, one 
obvious methwl may be for the deposi¬ 
tors to instruct the cunccnied bank to 
take nut an insurance xxrliey on their 
Ix-half and remit regularly from the 
intere.st earned on their deposits the 
re<iuired premium. This will have the 


advantage ol .securing icgulur saving 
!)>■ depositors, quite axrart from the ad- 
iniiu.strative convenience incidental to 
such a step, it is quite likely that in¬ 
terest ineuine, when received by the 
d 'positors, might otherwise be consum¬ 
ed and not .saved. However, as a depo¬ 
sit mobilisation scheme, this will very 
likely have limited appeal. To those 
who wi.sh to insure their lives, this 
c<jurs«- is open even now. A depositor 
can always iiistruet his bank to pay 
l^remium regularly from interest income 
on de{X)sits, of course, when the bank 
insures, the premium rates may be a 
little lower than when the individual 
takes out the policy. Besides, there may 
Iw .some saving in various formalities 
(like me<Iic<i] check-up, etc) which one 
would have to organise for while insur¬ 
ing on own. However, all this will 


largely depend on the imderstanding 
reached on this with the UC. 

Another — and I think the iiKjst 
appropriate — way to link deposits ' 
with insurance would be to require the 
banks themselves to insure all the depo¬ 
sits (excluding inter-bank and govern¬ 
ment deposits) and to pay the premium 
from their profits. At present deposits of 
11 pin Us 10,(XX) per depositor are insured 
with the Deposit Insurance Corpora¬ 
tion; the banks pay the premium (5 
paisc per Rs 100 in a year) to the Cor- 
jxiration from their profits. This in¬ 
surance is again.st default or failure of 
the banks. In the changed context, 
with the major portion of banking 
business nationalised and in the govern¬ 
ment sector, all deposits with the na¬ 
tionalised banks should be considered 
as safe as, say the securities of the 
Government of India. These deposits 
become, in a sense, liabilities of the 
Government to the depositors. One 
wonder’s therefore, whether the Deposit 
Insurance Corporation has not outlived 
its utility insofar as public sector banks 
aie concerned. There is, of course the 
possibility of adapting its function to 
the needs ol the situation. 

Since an institution of insurance al- 
leady e.xists in the Deposit Insurance 
Corixrration and a practice of insuring 
deixisits has been established in the 
changed situation, the banks may con¬ 
tinue to insure their eligible deposits 
with the Deixisit Insurance Corporation 
or with the LIC or with LIC through 
the Deposit Insurance Corporation. 
This insurance should be to ensure that, 
when a depositor dies, he gets double 
or a reasonable multiple of the out¬ 
standing credit to his account on that 
day. For the sake of convenience, 
demand deposits and even saving 
accounts may be excluded, and only 
fixed deposits may be covered under 
the scheme. The scheme may be open 
only to individuals; institutions should 
not be eligible for this. In consultation 
with the LIC, premium rates could be 
worked in such a way that the premium 
wliieh the banks are paying at present 
to the Deposit Insurance Corporation 
should suffice (perhaps with some ad¬ 
justments) for the insurance cover under 
the scheme. 

I believe this scheme will have wide 
appeal; those who would not normally 
insure and keep their saving in banks 
may be attracted by this new feature. 
Sections of the population who do not 
have a regular source of income t") 
meet the stated premium on due dales, 
or who just are not familiar with the 
working of LIC, may be attracted to 
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the scheme. The schetm-, I think, will 
appeal particularly, to the i>eoi)le in 
niro] areas since it eliminates various 
formalities of going through medical 
check-up, etc, and implies several other 
cjmveiiiences. For a vast majority of the 
pet)ple in tliis country keeping of in¬ 
surance policies in safe custody is itsoll 
a difficult problem. 

As lor the other scheme linked to 
old age pension, while what Dhatl sug¬ 
gests has great merit, my own sugges¬ 
tion is as follows. In our context, not 
every wage and salary canaer has a 
pensionable job; when he retires, he 
gets a lump sum amount tiom his in- 
snranee, provident fund, and gratuity. 
Wanting to lead a peacs'ful retired life, 
he would normally be inclined to look 
for safe and Iruitful avenues oi invest¬ 
ment of the lump sum capital. Such 
avenues, aie not many at present, 
p.articularly in the organised money and 
caiJital markets ol the economy. What 
is needed, therefore, is a scheme by the 
banks to meet this situation. 

The banks may start a deposit 
scheme under which such .a penson 
dciiosits his entire cajutal and tlic bank 
in turn ensures him a regular monthly 
payment of interest to him. The interest 
income which he earns should be rea¬ 
sonable. By this I nrean that, he should 
get what is avail,able, .say, nomially in 
the unorganised capital market in the 
rural and urban areas. According to 
piesent regulations, large banks (i e, 
with deposits of Rs 50 eroies and over) 
are pr'imitted to pay 7 x)er cent ol 
iiiter<-st per yeai' on deiio.sits for perioils 
above 6 years. On this stiecial deposit, 
an interest rate 10-12 per oent a year 
does not appear umeasonablo in the 
light of what are leixirted (o bo the 
p/evailing rates in tlie iinoi gaiiiscd 
seiJtors of rural and uibaii areas. Under 
the scheme, interest iiu'ornc should be 
payable monthly. Thus on Rs One 
lakh of such deposits, a person would 
Ire able to earn a monthly income ol 
alxmt Rs 800-1,000. 

The hanks will thus Ire able to attract 
such bulk deposits which might other¬ 
wise have gone to thi' unorganiseil 
market or which might have been even 
frittered away for sheer lack of ex¬ 
perience, expertise, and guidance on the 
l>art of persons concerned. 

This special scheme should be res¬ 
tricted to retired persons, widows, and 
persons in similar situation. Banks 
.should undertake to remit, by money 
order or cheque wherever banking 
facilities are available, the interest in¬ 
come on such deposits to the concerned 


persons every month. Institutional inves¬ 
tors should nut bo eligible to it. 

Payment of interest on such deposits, 
at rates higher than those on others, 
.should not prove uneconomical to the 
banks. Under present regulations, there 
are no ceilings on the interest rates on 
lendings; the bunks can surely charge 
high interest iat<’s on advances to cer¬ 
tain Irorrowcrs c-ngaged in activities 
where profit.s are above average. More¬ 
over, such siMieial (hqrosils may not be 
a .substantial part of total deposits. 

Associated with the same idea is the 
idea that banks can have a scheme of 
receiving recurring or cumulative depo¬ 
sits. An indivulual may clawse to 
deposit as and when Ire finds it con¬ 
venient, a certain amount in this depo¬ 
sit. lie will not draw any interest on 
that dr'posit until he retires Or reaches 
retirement age. The interest is thus 
aeeumulat<-d along with the irrineipal 
ainoinit. On his retirement, the iJiincipal 
amount together with interest accrued 
thereon shouhl be given the same treat¬ 
ment as that suggested for the special 
deposit scheme meant for retired per¬ 
sons; he should then get every month 
an interest income as suggested. This 
scheme will induce large numbers of 
people to plan for their retirement in 
advance, particularly those who do not 
get a regular income — such as agri¬ 
culturists, the self-employed, artists, 
authors, etc. 

At present there is a eurnulalive time 
deposit selwim’ (5-, 10- and 15-year 


TllK .South-East Asia Iron and .Steel 
Institute — with China. Indonesia, 
Malaysia, the Philiiii^ines, Singapore 
and Thailand as memireis, and Austra¬ 
lia and Japan as supixirtmg mcnibcis 
— IS a new undertaking designed to 
lielji member countries develoii and 
impiove iron .ind steel industries 
thiough legional co-oxJeration and .id- 
vanced technologv. It bas grown out of 
the reeonmiendations of a mission fos¬ 
tered h>' the United Nations Economic 
Commission lor Asia and the Far East 
(ECAFE) and in its loiinalive stages 
had the belli of the ECAFE .secictariat. 

Under its Articles of Association — 
or constitution — the Institute has, as 
‘member country's’, the Republic of 
China, Indon.^sia, Malaysia, the Philip¬ 
pines, Singapore and Thailand; and, a.s 
‘supporting member countries’, Austxa- 


Acc-ounts) with Post Offices, on which 
interest is free of Income tax. There is 
also Post Office (Recurring) Deposit 
Scheme, on which interest is subject to 
income tax. Under both .schemes every 
month a given amount has to be depo¬ 
sited legulaily. Under the scheme I 
have suggested, there is no regular 
fixed amount to he deposited in the 
aeeiinnf; the person would deposit as 
and when he receives ineoQiie and 
ileeides to deposit. It should be, possible 
lor Governincnt to postpone ta.xiiig such 
intcicst income until it is actually re¬ 
ceived after the retirement. The princi¬ 
pal amount of deposit, together with 
accnied interest, may be similarly 
exempt iroin wealth-tax since the depo¬ 
sitor chooses not to use it until he 
leaches the retirs’ineiit age. This is 
what is being done currently for the 
accumulated amounts in recognised 
provident funds or foi insmed amounts. 

Sonic of the banks at present have 
scheme's for issuing certificates of vary¬ 
ing maturities. These, I think, will have 
limited appeal because it is not very 
eonvenii'iit to collect certificates of vary¬ 
ing maturities for various people and to 
keep them safely. Savers would prefer 
simple and convenient schemes, hv 
which their saving is kept in deposit 
loriTi. If properly worked out publicis¬ 
ed, the suggested scheme should have 
wide appeal. On the other hand, too 
many schemes would add to the cost 
of adininistratkm, and may even con- 
lii.se potenli.d depositois. 


lia and Japan. In .rdditiou, the Institute 
will have various categories of mem- 
Ix'i'.ship tor iron and steel cnterpiiscs, 
governmental bodies, associations ol 
produeers, tethnical societies, and indi¬ 
viduals. 

The constitution provides that the 
Institute will he governed by a Board 
ot Directors consisting of one director 
from each member country and each 
supporting member nation; and that 
financing for the Institute W'ill be pio- 
vided through fees to lie paid !)>• the 
various cati'gories ol iiiembeis. 

The foi Illation ot the South East 
Asia Iron and Steel liistiliile (SEAISI) 
was ireoiiimeiidcd by a l!Xi7 survey 
mission on the ilevelopinciit and ex- 
puiisiuii ot the iron and .steel industry 
ill South-East Asia, organised by tlw 
ECAFE secretariat. 


South-East Asia Iron and Steel Institute 
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STATE BANK CHAIRMAN’S SPEECH 


IMPORTANCE OF GUIDELINES 
FOR CREDIT FLOW 

R K Talwar on Dilemma Facing Banks 

Shri R K Talwar, Chairman of the State Bank of India, has highlighted the 
need for credit planning and clear guidelines to the banking system as regards the 
appropriate priorities in lending. 

In his speech at the Sixteenth Annual General Meeting of the shareholders 
held in Bombay on Friday, the 26th March 1971, he said: 


1,KT iiK- fAtcnd .1 wanii wclt-oinc lo 
you ull lo the .si.\tc<'iilh .iiiiiiml )4ciieial 
riiootiriK ol the State Bank ot India. 
The annual repoit, iiieluding the Balunee 
.sheet a.s on the .31sl Deeeinhei 1970 
and the profit and loss aeeount for J970, 
is aliearly in your hands. As you will 
have oh.served, dining the y<-ar the 
Bank's profit has somewhat dipped in¬ 
spite of a snlistantial iiiewasc in the 
volume ol hnsiness handled. I eannot 
pretenrl I am not eoneeined ovei it. 
though I am eeituinly not pertuihed. 
The lowei piofit is tine mainly to the 
mereased opeiationul eo.sts during the 
year. We hoix’ oui working will show 
liettei lesults in the eurri'nt yeai. 1 
Believe that even while leoikaitiug their 
o|K-rations lor siih.seivmg the social 
good, Ol lather loi that very purixise, 
the eommeieial Banks, wlwther in the 
private or piiBlie sector, must continue 
to make increasing piofits year aftei 
yeai and thus strengthen themselves and 
the eountn's econoins'. 

CiiEDir Exi'ansion 

I would like to take this oppnitnnity 
to shall' with yon some thoughts on the 
large ciedif expansion witnessed ovei 
the last thice years in the Banking 
system. .\ii iiuli.spnlaBle I act is that 
this huge eredit I'xpausion has licen 
Bioiight aBont mainly m piir.siiit of a 
deliBerati' pnBlic policy. ft was on tin 
assiiranee ol liBeial siiliixiit lioin the 
cx'iitral Banking aiithoiitv that the com- 
uii'rcial Banks weie alili* to extend 
credit m these veais on a significant 
scale to agricnltiiie, sni.ill stale iiidiistrs 
and simill Biismesses. 'f'his \tas en¬ 
tirely in accoid with the as|)irations 
of the wcakci .sections ol the tommn- 
nity, which were attached 'gieater un 
portaiicc than ever Beloic. .\ majoi por 
lion ol the credit c.\i)aiision shonltl In 
attrihuted to the rcoiieiitatiou of hank 
lending u)H'rations in the wake of this 
welcome change. 


.Anothci aiea in which credit expan¬ 
sion has taken place over the last lew 
yeiiis with the lull siippoit of the 
Beserve Bank of India, or Because ol it, 
lelates to the food lirociiieinciit opeia- 
tioiis — and. to an extent, also the 
fertiliser distriBiition opeiations — ol 
the St,ite governments and their agencies 
and the Eood Corpoiation ol India. 
Whether the fiiiancing ol the.se opera¬ 
tions .should have Been its legitimate 
concern or not, the Banking syslem was 
111 a position to imdertake this activitx 
mainly due to the refinancing support 
availaBle Boin the Resem' Bank ol 
India. 'I'here v\as also an miprecedent- 
ed demand lor credit fioni the siigai 
industry. Bioductioii in this mdiistn 
ri'acheil record levels lor two succe.ssive 
yeais, and the prostJecl seems the same 
tor the thiid year also. Due to .several 
factors, ovei W'hich the industry has no 
contiol. the offtake of sugar is veiy slow 
and the Banks are oBliged to provide 
finance to enahle the indnstiy to carry 
the large stocks. 

Bxnivs’ I’bkdk a.meni 

It IS in this context that we should 
view the recent monetary lestraints, and 
particularly the stringent net liquidity 
ie<|iiiremeiits designed to discourage 
I'oinmcrcial Banks' Borrowings from the 
Re.servc Bank. It should go without say¬ 
ing that I am entirely at one with the 
ohji'clive of monetary policy, namely to 
contain inflationary pressures, on the 
neeil for which theie can Be no two 
opinions. I do not proixise to make an 
extensive excursion into tlu- realm ol 
economics, nor to participate m the 
contiovcisy ovei tlx; efficacy ol tlx- 
monetary wcaiioii. Wheievei the real 
roots ol mllatioii may he, once the in- 
flalionaiy trends set in, no central Bank¬ 
ing authority can remain a sih-nt siiecta- 
tor without taking such steps as lie 
within its powers. Yet, I feel, I must 
draw attention to the predicament in 


which eommeieial Banks find themselves 
today. This arises mainly from the 
modification of refinance facilities, siih- 
stanlially on the Basis of which the 
ciedit expansion had taken placi'. 

The principle that Banks should lend 
and invest no moic than what they 
possess By way of dcpo.sits, and use the 
Beseive Bank ol India only as a lendei 
of the last resort, is indeed iinexcep- 
tionalile. fiowever, a lelevant ixiiiil 
heri' is that liBeral icfinaiice W'as made 
availaBle to the Banks with the express 
pin pose of ensuring that the new shill 
in the lending policy should not cxjmi' 
in the way of the medium anif laigo- 
scale industries obtaining finance for 
their legitimate piodiictioii needs. This 
suppoit from the Re.servc Rank cnaBled 
the Banks to go all out m extending 
eii'dit 111 pursuance ol public txilicy aric’l 
siniiiltaiieoiisly continue to meet othei 
legitimate credit demands. With tlx 
ciirtiiilineiit of refinance facilities in tlu 
conU'xt ol inflationaiy trends, the bank; 
will find it difficult to meet the aggre¬ 
gate demands for credit from their own 
lesourccs immediately. The squeeze 
must lx- Iclt .somewhere and this is 
when' the Bunks find themselves in a 
fix. 

CiiKini Planning Neeuko 

Theii dilemma is that large and 
medium scale industries cannot be 
denii'd assistance without detriment to 
industrial production, ami the weaker 
sections of the community cannot be 
denied a.ssistuiice without a serious set¬ 
back ill public policy. Surely the deci¬ 
sion cannot Ik; left to the discretion of 
each mdivKliial Bank and the situation 
calls lor credit planning and cle.ir 
guidelines to the banking system as re¬ 
gards the appropriate priorities in lend¬ 
ing. I do not suggest there has been 
no credit islaiming as such so far; but 
this x’l^miing has merely been direc¬ 
tional in nature without bringing within 


758 



ECONOMIC AND POLITICAL WEEKLY 


April 3, 1971 


its compass the quantitative allocation 
of the total flow of credit. With I have 
in mind is an a.ssessment of the optimum 
expefnsion in bank credit that is permissi¬ 
ble, and its app<irtioninent among vari¬ 
ous seetdrs and sub-sectors of the eco¬ 
nomy so ns to accord with the Plan 
priorities. With the awareness of the 
limited resources, I hope that such 
credit planning will recoive the urgent 
attention that it deserves. 

Deposit Raihs 

Varying views have ))een expressed 
ill regard to the pattern ol interest rah's 
on tli<% deposits in the eoiintr}'. Oni- 
view is tliat for an aeceU'iated giowtb 
in deposits there should be a substantial 
increase in the.se rates. I doubt very 
much whether deposits, at least in this 
eountr}, can be consiilered interest 
elastic, but this is no leason why the 
bank depositor should !«' given a law 
deal. Recently theie was an increase 
III the Bank Rate Iroiii 5 to 6 per cent. 
Tin- effect ol an increase in the Bank 
Rate is a rise in the inteii st rate struc¬ 
ture Inilh for deposits and advances. In 
our countiy, however, the effect has 
liecoine lop-sided, in that while theu' 
has been an all loiind mciease in the 
lending lates, the deposit rates have not 
coriespondingly moved up. Whatever 
may be the objective of increasing tin 
h'lidmg rates, the pioportionale benefit 
ought to be passed on to the bank 
depositor, who .should get what is 
legitimately his due. 

I'’lNAN< lAI, rN.SIIIUllON.S 

In this context 1 would al.so like to 
draw attention to the mvidiuns distinc¬ 
tion in the matter ol interest lates as 
betwei'n individual depositors and .some 
laige financial institutions, it is indeed 
irdtiical that the individual depositors 
should lie clear iy at a disadvantagi* 
ii-vix such institutions. In the case of a 
.drank depositor, the .shorter the pciiod 
of the depi'sit, the lower his return by 
way ol inters'st. A financiul institution 
like the Life Insurance Coriroration of 
India or the Unit Trust of India, on 
the other hand, may operate in the 
inter-bank call money market and com¬ 
mand a high return — as dispropor¬ 
tionately high as 11 to 12 per cent — 
on its ilay-to-day lendings. When the.,e 
financial institutions were permitted to 
operate in the inter-bank call money 
market, even though they are not banks, 
their entry was justified on the ground 
that this would improve the liquidity 
of the banking system. I am not sun- 
that this hope has bwn fulfilled, sine*’ 


the funds offered in the call money 
market are mostly the funds which 
would in any ca.se lie with the banking 
system and earn interest at the rates 
applicable to the public. The only re¬ 
sult sctrnis to have, been a diversion of 
fiinrls from low-yielding fixed and short- 
tenn deirosits to high-yielding call de¬ 
posits, with a ainsequent rise in the 
c<ist to the banking systeni. The posi¬ 
tion is mine or less the same in the 
cas<’ of the co-operative banks. Some 
of these banks, taking advantage of 
their exemption from the deposit rate 
diri’ctives of the Re.serve Bank of Indi.-i. 
have succeeded in extracting a stiff 
price from the banking system for their 
deposits. I urge that not only on consi¬ 
derations of fairni.'ss but al.so of witler 
issues of investment, individuals and 
institutions .should be put on an eipial 
fiKiting in the matter ol return on siii- 
pliis funds. 

CoN.souDA iiNG fJ ains 

As stated eailier, eomniercial banks 
have lent to piioiity sectors and paiti- 
ciilarly to agriculture at a fairly fast 
late. The pace of their bianeh expan¬ 
sion piogranime has also lieen very fast. 
Severe strains have, therefore, develop- 
<‘d on the oigaiiisatiunal and trained 
man-powei lesoiiiees of th*' bunking 
system ,is a whole. The understanding 
as regarils the concept of lending to the 
prioiity .sectors has not been miiloinily 
clear at all levels and the stipulated 
eiiteiia in legaiil to usses.snient of ap- 
lilications have not been .strictly adhei- 
ed to. Measnics will have to be taken 
to consolidat*' the gains in lespect ol 
advances to the priority sectors as well 
as opening ol new blanches. The pace 
of progress in thcsi' two spheres must 
be related to the growth in ciiialitativ*’ 
and quantitative terms ol the oigani- 
sational infra-stnieture, and vice versa. 
I’oi this purpose, if will be neecssaiy 
loi the commercial banks to realign 
then organisational pattern.s .so that they 
mas regain their poise and procia’d with 
reneweil coiifidenee and vigour. 

AgHICUI.IUHAL h’lNANI.E 

Ol the prioiity sectors, agricultine 
.loses very hard problems. The credit 
needs of this sector in the next three 
of lour years seem to lie as high as Rs 
4,000 crores. Meeting these needs is an 
enormous task. Having regard to the 
re.soiirces available, the role of the com¬ 
mercial banks in this field can only be 
su.nplcinentary, at any rate in the ini- 
midiate fiituie; the responsibility must 
continue to ri’st mainly with the co¬ 


operatives. It will be imperative for 
coiimiercial banks to iTisiire that the 
credit that has already been extended, 
or is being extended, is put to the most 
effective ii.se. This presuppixses the crea¬ 
tion and strengthening of a machinery 
which can properly evaluate the pro- 
ixisals at the initial stage and effectively 
supervise afterwards the utilisation of 
credit at different stages. 

It will lie difficult to create such a 
machinery at every office of the Bank. 
The Bank's strategy will, therefore, be 
to move away from scattered lending 
anil .shift the emphasis towards intensi¬ 
fication of the area approach. Efforts 
will be directed towards formulation of 
a progiamnie of banking propositions in 
respect of a definable aiea consisting 
piogressively of a village, a cluster ol 
villages, a taluka or a few talukas, lead¬ 
ing to integrated and harniunious deve¬ 
lopment covering the various lacets of 
the agricultural economy of that area. 
We believe that only through .i concen- 
ti all'll elf oil in selected areas could the 
searec ri’sources ol the banking ssstem 
1 m' put to the optiiinim use. To this 
enil vve propose to select throughout the 
country about 150 ci’iitres, in eoiirse ol 
time, wheie we, shall stienglhcn our 
offices so as to be able to take both 
the initial and follow-up action in deal¬ 
ing with the loan applications. In select¬ 
ing thesi' ccnties. we will bi’ guided by 
considtatioiis with the State authorities, 
anil have a bias in favour ol areas with 
a piepoiiilerance of small lariiu'is, paili- 
cularly wheie Small Karmers’ Develop¬ 
ment Agencies arc being set up and in 
distiicts wheie we have a.ssumeil the 
lead role. Elsewhi’ie our efforts will, 
subject, ol eoiirse. to adequacy ol le- 
somees. be confined to the financing of 
oiiK those laimeis who come to the 
Bank on theii own and have theii land 
situated not more than ten miles tiom 
the nearest offici'. Here again th*' 
Bank's ellorts will be to avoid scatteied 
leiiilings, financing being lestricteil to a 
villagi’ or a cluster ot villages. 

OhGANI.SA riON A1 . S'l lUIGIXUlE 

l.a.st year I relerieil to the iiiaileqiiaey 
ot thi’ Bank’s urganisational stnictnic to 
meet the probloms of control posed by 
the growing number ol the Bank’s offi¬ 
ces and our desire to have the entire 
matter studied by a team of manage- 
ment eonsiiltants. The servici-s ol the 
Indian Institute of Management, Ahiii'-- 
dabad, were engaged for this pui-posc 
and the study has now Ikcii completed. 

The eonsiiltants have suggested a plan 
ol ri’organisation to meet the probli'ms 
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Ciuis»’d ljy thi: rapid Krowlli and the 
change in the nature uF business oi the 
Dank during the last lew years. Broadly, 
it has I«K;n suggested that the work at 
the larger branches should l>e organised 
on Om! basis of customer-groups to assist 
in iueussing attention on the needs ol 
different types of euslofners. Handling 
ot the complete range ol banking needs 
ol a eustoiner in on<' department vsoiild 
improve Ifie ((uality ol service which 
cnsloiTiers expect lioiii the Hank. It has 
also been suggested that deeision-inakmg 
.should be further decentralised not only 
to exjiedite the customers woik but also 
to cieale a clnnale foi inanageiial deve¬ 
lopment in the supervi.soiy (skIm s 

The eonsullants liave leeoniinended 
that a s>stem ol animal peilorniaiice- 
budgeting 111 regaiil to deposits, costs 
and piolits should be introduced ,it each 
olliec to i iiable systematic developinenl 
ol business in each maiket seginiait in 
consoiiaiK c with the Hank’s iiolieies. It 
has been suggested that in.magein -lit 
contiol based on such a scheme ol an¬ 
imal ])lamimg would piovide scope loi 
timeb- lemedial action, at the .same time 
enabling the opeiating stall to knov, 
what IS expected of them Detailed sug¬ 
gestions have also been made to Iniiig 
about ci'itain lar leaclmig chaiige.s .it 
the l,iK,il Head Ollii es and Cimti.d 
Ollics' with specific lesiionsibilities in 
lelation to the management nei'ds of the 
vaiioiis .ispects ol the Hank's business 
'rhese lecommendalions aie now being 
esamined. 

•Si Ai r Ria.AiroN.s 

It IS cnsloiuaiy at such annual meet¬ 
ings loi (haiiinen to th.uik iiK'inbers ol 
the stall loi their eo-iuieiation diiinig 
the seal We aie lortunate in having 
been endovsed with di'dii'ated I'mphiyees 
at all levels, who keep their institution 
going and iiro.speriiig. 'rhey are oni 
inamstav I must olfei ms sincere thanks 
lot then eo-opeiation. We .sucee.s,stull> 
concluded iii'gotiations loi mujoi ss'uge 
.settlenii'iits both ssith ollieers and the 
lunioi stall dining the vein. Tlw.se, set- 
tlenients h,ive been reached on the basis 
ol imijoi beiK'lits to the staff. It will 
nosv be the H'sjionsibility of the mana¬ 
gement and the unions .dike to ensure 
that the lelnin to the organisation in 
teims ol Inghei elliciem s and of a.s.snnip- 
tioii ol greatci lesponsibilities bv the 
staff ssoiihl be commensmate ssith these 
benefits lesnlting in giealei uistomer s.i- 
tisl action. 

II I may tiiin to the b.mkmg industis 
as a ssbole, the picture ol staff relations 
is none too encomaging. The industiy i< 
up ag.iinst a besvildeiing v.uiety .md 


mnltiplieit) ol disputes. The conduct of 
negotiations is liesIeviJIed by intra-unioii 
and inter-union pressures. T^he ultimate 
sufferer is the customer, svho is the reason 
lor the veis' existence of the banks. In¬ 
deed, the irony is that tlie greater the 
suffering ol the customer, the greatci 
the pressure on the managements to 
settle. 'I'hey become helpless partiei- 
panls in deals where not reason but 
jxnvei to dictate terms becomes the sole 
aibitei, and the settlements while ap- 
jiarcntly solving one dispute seem to 
be sowing the .seeds ol another dispute 
in anothr'r wing of the same institution 
or in another institution. We never 
seem to reach the end of the load. I 
can only voice the hope that it will be 
possible Iwlore long to evolve a moie 


IN INDIA'S efforts to mciea.se food 
piodiiction, miueh progress has been 
made in agiieultural research and in 
elaboration of better technical and 
seientilie means to achieve such in- 
ciease. Much of this woik has been 
well imblicised. Much less has been 
said about the indispensable next .step 
— the iiitiodnction ol the new teeli- 
niipies, new implements, new ,secds, 
b-itiliseis and so on to the larmeis. 
Such extension woik is essential lor im- 
pioving the eountrx's food situation, 
and \\hei<’ extension efforts h.ive been 
siiccesslul, the Indian lamK’i has soon 
been able to increase his pioductioii 
snhst.mtiallx. Where extension xvork 
h.is heen lacking, the pioductioii of 
loodgianis and other eio))s has lemain- 
ed at the old levels. 

Hiclipmi. the little .igiienitnial col¬ 
lege ne.u Agia, providi's a good ex- 
aniiile of .successful extension xxoik 
which has not only generated lapid in- 
ci eased production but has had a he- 
nehci.il impact on the general rural 
situation. I’llot work hy the college in 
agiieultural extension In-gan nine >eais 
ago hut it was not until the .sjning ol 
1970-71 that the first full-ffed.ged pro¬ 
ject was started. Yet the results aie al- 
readx' %'isihle ev<“ry\vheie in the villa¬ 
ges ill the iieighlrourhood ot tlie cam- 
t'lis. 

Ill the i>,isl b'W years, the lueully 
inotessors m Hiehpuri had lieen feel¬ 
ing that a gap was appearing between 
the aetnal, iiiwnedute re(|nirements of 
tin’ tanning ixipulntion for (|iiatified 
teelinieal leadership and the joh oiien- 


siiitahle machinery for the settlement 
of di.spntes so that the atmosphere may 
become less and lc.ss vitiated in course 
ot lime and greater harmony may pre¬ 
vail between managements and unions. 
Duly then will the customer receive 
more c-ourteous, speediei and cheaper 
seiviee, to which he is entitled. 

I wish to place on record our sense 
ol higli appreciation of the valuable 
services leiidered hy .Shri K T Desai 
who reliriipiishcd his office as Viee- 
Chaiiman alter the completion of his 
teim ol aijpoinlmont on the 7th June 
1970. I also thank the Memliers of the 
].,i)cal Hoaids and the Directors on the 
Central Hoaul xx’ho eeaseil to lie on 
these Bo.irds during 1970 loi iheii able 
guidance and direction. 


talioii ol the giaduales. As a ii'.siill ol 
lliis imdei.st.andnig ol the Mlualion, they 
m.lde a eoiiseious atteiiiiil to link the 
tolleg<‘’s expeiimental ami educational 
woik iiioie eloselj with the iiei-ds oi 
tlie iaiming population. Hence the 
ide.i evolved ol developing an <-xten- 
Moii seheme which might limnel limit¬ 
ed, sharply-iocuscd technical know¬ 
how diieell) irom the school to the 
bilge lo.issi's ol laiiniis in the villages 
ot dll' smioiindmg distiiel. 

.A gioiip ol piofe.ssois decided lh.it 
the best appioaeh xxoukl lie through 
an apiieal to the farm youth. As a first 
slop, thex selected 1.5 nearby villages 
III which they called upon young, ap- 
paieiitlx ‘piogie.ss-minded’ laiiners — 
no more than 10 in each hamlet — to 
loiin a Hiiial Youth (’liib as a centre 
I'oi introducing nexv ideas and new' 
teehiiupu's to till' iaiining coniniuiiity. 

Koi a .start, the lU'W Youth Club 
membeis weie given three tasks; to 
increase lootl production on their faniis 
and, hy their exainph', to stimulate 
other iainiers into emulating them; to 
denionsliale now teehniijues and ei'ops 
lirevionsly tiied out on Bichpuri’s own 
ox|ierimental plots; and. finally, to act 
as 'agents of informal change’ ainung 
their neighbours by holding collective 
sessions to listen to All India Kadio's 
I arm broadcasts, staging group discus- 
sioii.s on current farm problems and 
publishing small bulletins in which x. 
each meinher might descrilje his expe- N 
rieiice xxith one of the innovations so 
that till' others mi.ght compare and 
leain. 


Bichpuri’s Agricultural College 


760 



EGCNMOMIC AND POLITICAL WEEKLY 


April 5, 1971 



T 




T 



Over 60% of India's 
children suffer from protein 
malnutrition.These are not 
just hungry children we’re 
talking about. Here’s a 
generation that may be 
growing up both physically 
and mentally retarded. 


Why? 


Protein is the element in food 
that builds both body and 
mind. If children between 
6 months and 5 years do not 
get enough pi-otein they 
become physically stunted. 
Worse, their mental 
development may be affected. 
And protein later on cannot 
I'epair this damage. 

It lasts a lifetime. 

What it forebodes 

'Economic ills—Adults below par, 
prone to illness, mean low 
productivity, wasted manhours. 

'Population problems— 
Malnutrition is the cause of 
more infant deaths than all 
other causes put together. 

High infant mortality 
encourages larger families. 

•Social unrest—For 
millions of Indians 
caught in the vicious 
cycle of poverty and 
poor perform.ance — 
often caused by 
malnutrition— 
violence seems the 
only answer. 


Help. 

Malnutrition is a hidden 
famine... and so more 
dangerous. We must fight 
it on all fi’onts. 

DEVELOPMENT 
PLANNERS must recognise 
that nutrition is an 
important pre-requisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
— low-cost nutritious foods 
arc urgently needed. 

GOVERNMENT, BOTH CEN¬ 
TRAL AND LOCAL, must 
•initiate developmental 
research 

•rationalise distribution 
of scai'ce protein foods 
•encourage the food Industry 
with rational laws and 
licensing policies 
•organise mass-scale relief 
programmes 
•extend fortification of 
basic foods 

•use mass communication 
for nutrition education 




Inserted in the public interest by the Protein Foods Association of India 
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Moscow Is Willin’ 

THE military situation in East Bengal, as far as can lie made out from the 
mass of conflicting reports, seems to be stabilising. The Pakistani army, it 
appears, is less interested in capturing territory than in reinforcing its existing 
positions and in rebuilding and .securing its supply and communication lines. 
Apart from the impossibility of controlling, with 80,000 or less troops, any sig¬ 
nificant part of the countryside populated by a bitterly hostile people, the army 
can have no particular wish to take upon itself the responsibility for feeding 
large civilian populations. This explains the increasing use of the air force 
in offensive actions against the freedom fighters. This tactic of the army does 
enable the I reedom fighters, whore they have recovered sufficiently from the 
impact of the army’s initial onslaught, to launch attacks against army positions, 
though all evidence seems to suggest that so far at any rate they are neither 
sufficiently well organised nor well armed for such attacks to succeed. 

In the meanwhile civilian casualties continue to mount, though not at the 
terrible rates witnessed in the first few days of fighting. In the first phase of 
their offensive, the Pakistani troops appear to have acted with all the brutality 
that armies — all armies — are capable of. The indiscriminate killing of 
civilians in practically all the major towns was motivated as much by the desire 
to strike terror as by the army’s inability to identify and single out the ‘enemy’ 
(except for known activi.sts of the Aw.ami League, a large number of whom 
were killed or arrested in the first swoop). Proceeding on the assumption that 
the middle class intelligentsia was the backbone of the Awami League and the 
autonomy inovcinent, the army struck ruthlessly at it. On the other side, non- 
Bengali civilians, including not only people from West Pakistan hut also re¬ 
fugees who had migrated to East Bengal from Bihar and other parts of north 
and north-east India, have suffered terribly at the hands of the Bengalis, out 
to wreak vengeance for the atrocities committed by the army. 

Whal amount of support the freedom fighti-rs have so far derived from 
India it is difficult to say. Support from this side has evidently played some 
part in the stiffening of morale in areas along the border which is clearly dis¬ 
cernible. But such aid as has flowed across the border has not materially af¬ 
fected the military situation in East Bengal, especially in view of the Pakistani 
anny’s iindeistandable unwillingness to get involved in engagements very close 
to the border. The relatively traiifjnil situation in these areas is reflected in 
the ease with which hordes of new.spapermcn, Indian and other, are able to 
saunter across the border. 

A more determined aid effort from this side of the border appears to have 
been hampered by, among other things, the absence of a central leadership of- 
the freedom fighters and the disorganisation and lack of co-ordination among 
them in the; various sectors, 'fhe provisional Bangla Desh Government headed 
by Major Zia Khan, the formation of whirh was announced by the now-defunct 
Free Bangla Radio on March 28, proved to he a non-staitcr, obviously because 
of the refusal of diffcient elements in the Awami i.eague to accept Zia Khan 
as the leader ol the movement. Zia Khan has siibscfjucnlly faded out of the 
limelight to he replaced by names siieh as Naznil Islam, whom Mujibur 
Rahman is said to have named as his sucts’ssor, Tajuddin Ahmed, the Awami 
Leagues gcn<*ral secretary, and lahernddin Thakur, the party treasurer, among 
whom there is evidently some sort of a power stiuggle on. Evidence of this 
situation is to ))<■ .seen in the fieedoin fighters’ inability to resume their radio 
hroadeasts since evidently, in Mujibur Rahman’s absence, no one is in a posi¬ 
tion to .sx)eak on behalf of the liberation movement. 

It is not surprising that the. first positive diplomatic reaction to the deve¬ 
lopments in East Bengal should have, come from the Soviet Union. President 
Podgorny’s stiffly-worded call to Yahva Klian to stop the bloodshed is in keep¬ 
ing witli the Soviet Union’s role as the chief guarantor ol peacs" in the Indian 
.snheoiitiiient ever since the Ta.shki'iit agiei’inent which ended the Indo-Pak 
war of 1905. As at that time, the United State's sec-ins to Ik; content to Ic-ave 
this role to ihc' Soviet Union — thcirehv undc-iscoring the eonvergc'iiec ol the 
basic inlc-rests of the two SupcT I’owers in this region (which eoiisist, c-sscmtially, in 
the eontainnieiit of Chinese power). In his ic-ply to Podgorny'. Yahya Khan 
would appc'ar to have' told the Sovic-t Union to mind its own husinc'ss. But 
this, one may he sure', was lurgc-ly for Chinese ccinsuiiiptiun (China, altei all, 
is the only ally Pakistan can relv on in the despe;rate event of India intervening 
openly to lielp the frec'doin fighters in East Bengal) and need not he taken too 
seriously. Quite apart from the fact that a Siipc-r Power is not to Ire denied 
sc'easily (and certainly not by a regime such as Pakistan’s), Yahya Khan can¬ 
not be averse to ending the fighting in East Bengal — provided some 
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Diiiiimum conditions for this can be 
erciited. Principal among these condi- 
ti(;ns is the installation of a puppet 
East Bengali government with whom 
the West Pakistani government can pie- 
tend to start, initially, peace negotia¬ 
tions and, siibseijucntiv, <'ven peihaps 
talks on constitutional iiiatteis. The 
name ol Niiriil Amin, leader of the East 
Bengal Muslim League, has been men¬ 
tioned in this contest 

The Government ol India's efforts 
just nosv appear to hi- iliiected at lore- 
atalling such a development by rushing 
the lormation ol some suit of a provi¬ 
sional goveinment in East Bengal con¬ 
stituted by llie Awami l.eague and 
•ithei elements among the Ireedom 
fighters. Pressure could then be put, 
mainly thioiigh the Soviet Union, to 
loiee Yahyu Khan to open negotiations 
vith this governinenl. Whether there is 
a formal cease-fire oi not, the imminent 
onset of the monsoon in East Bengal 
.should III any case .shilt the locus ol 
attention to the.se diplomatic manoeu¬ 
vres. And if there is going to he any 
ledrawing ol boundaries it will-be, one 
may be sine, undei the auspices ol the 
Snini I'owei.s, the Soviet Union paiti- 
cnlails. The Goveininent ol India has 
jilieads signilied its acceptance ol this 
basic lad ol life iiy disappointing those 
in tills tomitiy who have been vocib'i- 
oiisK' deiii.iiidiiig more eiiiigctic iiitei- 
vention in llw fighting in East Bengal. 

East Bengal 


Beyond Politics 


From ii Correspondent latch/ in 
East Benp,a1 

THE Mukti f-'ou) IS fighting an unequal 
war. Mujahnls, Ansars, Police, East 
Paki.stan Killes (EPK). volunteers 
drawn bom cvci.v parly and every sec¬ 
tion ol society. cN-seiviccnien. and a 
few tegulars ot the Pakistani army 
belonging to the Bengal Kegimeiit. 
armed primatily witii single-action .303 
rifles at a ratio ot loughK’ I title to 
A fighting men under untrained and 
untried commands'vs lace the might of 
ii well organised army. In the sedoi.s 
1 visited the liberation aim\ had no 
hea\\ or c\en automatic weapons, 
except for a lew LMGs. Ammunition 
is scarce and has to be presen ed ior 
the long struggle ahead. What the 
Mukti Foil) (ME) has is abundant coui- 
,ige. fervent nationalism, which cuts 
acros.s bonds of religion, and grim 
determination. The vshole of Bangla 
Desh has only one goal - to drive out 


the West Pakistanis. 

To reach the frontier village of 
Bhombra in Bangla Desh 1 crossed 
Ichamati river by country boat and 
then travelled three miles by cycle-rick¬ 
shaw. At Bhombra the green, gold and 
red flag of Bangla Desh was proudly 
fluttering over the EPR camp and 
shouts of “Joy Bangla” greeted me at 
the frontier post. On introducing my¬ 
self as a reporter, I was immediately 
taken to the local Awami League leader 
who was busy giving receipts for the 
articles and food parcels received from 
civilians across the border. The goods 
received are stored at the EPR camp 
for transhipment to forward areas. 

Travelling nine miles on kutcha road 
I reached Satkhira, a sub-divisional 
town of Khulna district. With a popu¬ 
lation of nearly 40,000, Satkhira is a 
beautiful town with a canal passing 
through the heart of the city and coco¬ 
nut palms fringing the roadsides. The 
office of the Awami League has been 
shifted to the thana for better control 
and from there the League is running 
the administration with the full help 
and co-operation of every party- The 
local Awami League leader, a young 
graduate of Dacca University, is a 
nephew of the elected Awami League 
Member of the now-defunct Pakistan 
Assembly. His uncle was called to 
Dacca by Miijibur Rahman during his 
talks with Yahya Khan and has not 
been heard of since fighting broke out 
on March 25. 

The entire area right up to Jessorc 
(42 miles from the Indian border by 
village roads) and Khulna (36 miles) is 
fully under the control of the ME. 
Civil hie is normal. The shops are 
open, but educational institution.s are 
c'losnl, stndi'nls having joined tlie 
liberation force cn masse. The shops, 
however, are fast running out of .sup- 
|)1ii-s Mitli no hope of replcni.sbment in 
the near future and already there is 
acute shortage of kerosene, match¬ 
boxes. cigarettes and salt. Food Is 
available and ration card holders are 
still able to draw their rations. Control 
of food and other essential items has 
been taken over by the all-party local 
committee headed by the Awami 
League which has instituted need-based 
distribution. There is still some stock 
of petrol but it is reserved exclusiveU 
lor the liberation army. All vehicles 
.IK- oti Ihc ro.iiL except for the jeeps 
loluni.irily offered to the ME by their 
owners. Most of the houses hase the 
Bangla Desh flag fluttering o', cr them 
alongside the black flags put up all 
over Bangla Desh immediately after the 
elections as a protest against Yahya 


Khan’s non-recognition of East Bengal’s 
claims. On the war front the com- 
mad is with the East Pakistan Rifles 
while the civil administration is con¬ 
trolled by the Awami League supported 
by all parties. There is excellent liaison 
between the EPR, the Awami League 
and all the other forces who have 
joined hands against the common 
enemy. 

The Awami League arranged for a 
jeep and, accompanied by a volunteer 
as guide, I travelled up to village 
Malancha, about three miles away from 
Jessore town. From there I walked 
li miles up to Poolerhat where there 
is a bridge across which the army 
has set up a base. Below the bridge 
was gruesome evidence of Pakistani 
atrocities. Some 200-250 bodies of 
civilians, including women and child¬ 
ren, killed by bullet wounds, had been 
bound in bundles like jute bales and 
dumped in the canal. My guide men¬ 
tioned that the killing had probably 
taken place the previous night or the 
same morning. Jessore town was taken 
by the military the day before and the 
MF had withdrawn into the surround¬ 
ing villages. 

Control of Jessore is of vital import¬ 
ance to both sides. Earlier the MF 
had taken over the town after feroci¬ 
ous fighting but found it difficult to 
retain possession against heavy mortar 
fire. To keep casualties to the mini¬ 
mum, the MF then withdrew its forces 
from the town. However, on my return 
from the front I saw evidence of pre¬ 
paration for a major offensive directed 
at the town and the cantonment. 
Control of the cantonment will give the 
MF total control over the entire area 
and make it possible to disrupt any 
effort by the Pakistani army to send 
reinforcements to Khulna or to mount 
an offensive on Kushtia. The fall of 
the cantonment will cut off the area 
through which army reinforcements arc 
now being sent to the northern and 
western sectors. Control of the canton¬ 
ment will also gain for the MF much 
needed arm.s and heavy guns. In the 
cantonment are held Bengali policemen 
and men of the Bengal Regiment who 
could not pull out in time. Their 
number is estimated at around 250 
and disquieting reports suggest that 
perhaps most of them have already 
been killed. 

From what I saw and heard, it was 
clear that the Pakistani army had gone 
to extreme lengths in rulhlessncss to 
suppress the aspirations of the Bengali 
majority. There has been systematic 
and apparently pre-planned execution 
of the opinion-formers. Reports pour 



in daily tiiass executtona of teachers, 
doctors, lawyers, politicians and stu¬ 
dents. During my stey, a Pakistani air¬ 
force personnel, who has defected and 
is now one of the leaders of the libera¬ 
tion fight for Khulna town, told me 
that nine prominent lawyers of Khulna 
had been picked up from their homes 
and executed by Colonel Sams, the 
Commanding OflScer of that sector. He 
also told me how the main college 
hostel had been heavily shelled without 
any prior warning resulting in untold 
casualties. 

From their actions and behaviour 
one can conclude that to the Pakistani 
army every Bengali is an enemy. Ex¬ 
cept in. Dacca and Chittagong where 
the army has some semblance of con¬ 
trol, in all other places the order ap¬ 
parently is to shoot at sight. There 
are also widespread reports of rape 
and wanton destruction of civilian 
houses. Women and children have not 
been spared and there have been many 
instances of old women and young 
children having been bayonetted to 
death. 

Th<‘se atrocities instead of cowing 
down the people have steeled their 
determination to fight. Convinced that 
if the army sights him, he would be 
shot, the Bengali is fighting with every¬ 
thing at his command. Either he wins 
or he gets killed. This impression 1 
gathered from all those whom I met, 
from the landless peasant to the fairly 
senior police officer. Traditionally the 
East Bengali Muslim is a fatalist. These 
are the people who have fought against 
all kinds of oppression, from the terro¬ 
rist days before independence. The 
formation of a strong Muslim League 
party in East Bengal was more a part 
of tile re.sistanc(; against Hindu 
tyranny than a coming together of the 
people under the banner of Islam. 

The towns of Jessore and Khulna 
have been totally evacuated by civilians 
* who have taken shelter in the villages. 
Similar reports have been received 
from most other towns where the 
Pakistani army is present. The entire 
countryside is in the hands of the MF 
with the army sheltering in some of 
the main towns and cantonments. In 
the northern sector the MF is reported 
to be in control of the major towns — 
Rangpur, Borga and Rajshahi. The 
eastern towns of SyJhet and Mymens- 
ing are also reported to be in its cen¬ 
tral. In the western sector the MF 
controls Kushtia and is fighting bitter¬ 
ly for Jessore and Khulna. 

Whatever confusion there might 
have been initially, different wings of 
the liberation forces are now fully co¬ 
ordinating their activities. In the 


combat areas a new leaderdiip has 
sprung up, drawn primarily from 
among the non-commissioned officers. 
The MF is aware of its inability to 
face the army with .303 rifles and is 
fast adapting itself to guerilla-type 
warfare while launching powerful 
thrusts on the major towns whenever 
opportunity arises. The army, where- 
ever it is posted, can, supported by 
heavy fire-power, still move into most 
parts of the countryside if it so desires. 
But it has to return to its bases in the 
towns or cantonments before nightfall. 
Where the nation has risen to a man, 
there is no possibility of the army 
effectively controlling the land, much 
less administering it. 

Yahya Khan’s only hope is in quickly 
forming a quisling Bengali government. 
But the mood being what it is this 
seems a remote hope. The West Pak¬ 
istanis are banking heavily on the Is¬ 
lamic fervour of the Muslim League 
and the Jamat-i-Islami. But these 
parties were totally rejected by the 
electorate in the election to the 
National Assembly and most of their 
members have joined the liberation 
forces. Outwardly at least all of them 
have professed allegiance to Sheikh 
Mujibur Rahman as the sole leader of 
Bangla Desh. 

The major request from the MF and 
practically every person 1 spoke to was 
for desperately-needed arms — heavy 
guns, automatic weapons and explo¬ 
sives. They lamented that had they 
had even two heavy guns they would 
have made Jessore airport unusable 
and would have overwhelmed the Jes¬ 
sore cantonment where the army had 
been cornered during the first on¬ 
slaught of the MF. They are grateful 
to India as the only country which 
has extended moral support and 
through the Indian Press the world had 
come to know of their plight and of 
West Pakistani bestiality. They were, 
however, bitter that no arms help had 
been given. 

Our Parliament has committed its 
wholehearted sympathy and support 
to the 75 million people of East Ben¬ 
gal through a unanimous resolution 
moved by Indira Gandhi. Even if cau¬ 
tion prevents the Government from 
recognising independent Bangla Desh, 
there is no time to be lost in extending 
arms help. With suitable arms the MF 
is confident of taking full control of the 
eastern wing within weeks. Otherwise 
the war wilt drag on, though the people 
have no doubt about their ultimate 
victory because, besides other factors, 
the geography of Pakistan is their 
biggest ally. The Vietnam-type struggle 
will be long and in its course there is 


a distinct possibility of the nationalist 
Bengali leadership led by tlie Awami 
League being wiped out. The vacuum 
may then be filled by the Peking- 
leaning cadres of Maulana Bhashani 
or the ultra Left groups which have 
splintered from his party. Will this 
augur well for India? Mujib has al¬ 
ready warned against this possibility. 
Alternatively, even if the leadership 
remains with Awami League, will the 
League not feel totally let down by the 
Indian Government if desperately 
needed help is not given now? We 
have to take cognisance of the fact 
that, after the recent happenings, 
independent Bangla Desh is already a 
fact — Bangla Desh which could be 
India’s only friendly neighbour. 

Bilateral Trade 


Only with Longer Vision 


BIL.M'ERAL arrangements have helped 
to expand India’s foreign trade, consi¬ 
derably; first, because they have open¬ 
ed to it the entire East European mar¬ 
ket of lh(! centrally managed econo- 
mic.s. and secondly, because they have 
enabled Government to directly explore 
ami commit itself to linking trailc with 
industrial development within the 
country. Yet recent experience with 
USSR and UAR .shows that bilateral 
arrangements need con.stant scrutiny 
and initiative it the level and develop¬ 
ment of trade is to be maintained. 

A.s part of the Long-tenn Trade Ar- 
langenient concluded with the Soviet 
Union in December 1970, India has 
entered into a cotton-cloth deal with 
that countiy whcieby 1.1 lakh bales of 
cotton will be imported from the USSR 
to be converted into cloth and re-ex¬ 
ported to the USSR. It is likely that 
this ariangemcnt will be extended to 
wool and other materials. Lists of 
other ixjssibilitics, including exports of 
consumer manufactures from India, have 
been exchanged. At the same time, as 
pait again of the attempt to intermesh 
trade with industrial development, 
India might export to the USSR iron 
ore in return for steel and steel items. 
While this may be immediately neces¬ 
sary considering the current steel short¬ 
age and its implications for the overall 
Plan, it is well to remember that by 
such an arrangemtait (which we also 
have with Japan) we are in effect mort¬ 
gaging the future development of o>ir 
steel industry. Past timidity and pre- 
s<-nt inefficiency in planning for steel 
capacity are, thus, beginning to tell in 
our foreign trade — India is exporting 
high grade but low value iron ore and 
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(inerting high value-ai^ded s^h in¬ 
stead of processing the ore on its own 
and using or exporting the steel. Hin¬ 
dustan Steel’s incompetence and 
Bukaro’s delays arc thus costing dearly 
in foreign exchange. The new Steel 
Minister will need to put much energy 
into clearly defining nisponsibility for 
the steel programme. 

On the other hand, the bilateral 
trade with UAK shows .signs of inade- 
cpiate vigilanw. From a negative trade 
balance with that couiitiy till 1968-60 
we have rnovi:d now to a position 
where Iiuliuii r-xporters cannot execute 
orders (we liave a good export trade in 
nianulactuies such as textil<‘ machinery 
with UAB) because we have not im¬ 
ported <'nougli. UAH’s claim is that 
this has haispened Irecause of gaps in 
lulfilinont o( eoniiiiitment to import 
rice and lock phosphates under the 
1970-71 trade jilan — possibly because 
()l the good haivest here and the phos¬ 
phate finds ill Rajasthan. UAR has, 
tlieicloie, l)eeii trying to persuade India 
to buy eiiide oil Irom its Suez source. 
While a piiijhe sector delegation went 
to Cairo to eoiisidci the offer in last 
NovciiiIk'I', no decision has followed 
the visit, ostensibly hecau.se our cur- 
lent iK'etls have already been arranged 
loi. UAH lias been exporter mainly of 
lice and cotton, and wishes to diversi¬ 
fy into lock phosphates and crude oil. 
11 wi- UK- to sustain a long-term ur 
langenienl with it, we will also have to 
be sensitive to UAR’s particular needs. 

Cleiiil)’, the main advantage of the 
bilateral arrangements, (except the ore- 
steel deal with the USSR) to India, too, 
has hi'eii that they have helped it to 
eineige as an exporter of maniifaebned 
goods — a diversification which is de¬ 
sirable troin India’s point of view. 


Cotton Textiles 

Not by Presont Statistic* 

IF CovcTimient actually carries through 
its intention — announced in early Ap¬ 
ril by Munster lor Foreign Trade, L N 
Mishia — not to raise prices of the 
coiiliolleil vaiietie.s of cloth, hut in.stead 
to rai.se tiu'ir share in total production 
from 25 per cent to 40-50 per cent 
and to incr ease the penalty for not pro¬ 
ducing each such stipulated square 
metre froirr 6 paise to 25 paise, it will 
have achreved an irritial breakthnrugh 
itt its batrdling of lobbies. The cotton 
textile industry has lanm a powerful 
loblry, Irttth us a major indu.stry and a.s 
one of the principal exporters. It ma¬ 
naged, till April 1967 to get a cost- 
plus price fixed for its controlled va¬ 


rieties of clo^, h) survive despite lade 
of modernisation, and finally even to 
get the Textile Corporation formed spe¬ 
cifically to resuscitate the “viable but 
sick units” (according to the Fourth 
Plan) to give succour to all sick units 
their viability notwithstanding. Mean¬ 
while, since the penalty for foregoing 
prcKluction of controlled varieties was 
•so small and the demand for the finer 
varieties was strung enough, most mills 
switched over completely or largely to 
producing the expensive uncontrolled 
varieties. Last year, while mills made 
higher profits despite the proverbially 
“rising costs”, it was hy being able to 
charge prices that more than made up 
for the rising costs. At the .sama time, 
the vast majority of the population ex¬ 
perienced an acute shortage of cheap 
cloth, and the much flaunted exports of 
the industry declined progressively fur¬ 
ther as a proportion of total produc¬ 
tion — indeed, this year, there is liir- 
th<‘r threat to exix)rts since Britain, the 
major single market, intends to take 
away the prelerential entry that has so 
far been allowed to India. 

By being firm in its proposed stand. 
Government may effectively manage to 
achieve the ’holding of the price line 
and the justice to the weaker sections’ 
for nuire than the .sh(»rt run — hy at 
la.st forcing the cotton textile industry 
to turn its attention to the long-term 
tasks of modernisation, productivity and 
exist cxmtrol. While the modernisation 
progiiimme tif the mills during the 
Fourth Plan pi'riod is sizeable, it is 


geared to die filter Varieties market; 
this may now have to be restructured to 
accommodate the controlled varieties. 
Similarly, the Indian Cotton Mills Fe¬ 
deration may be persuaded again to 
turn its attention seriously to cotton 
productivity since the raw material is 
the major cost in textile production. It 
is nut quite clear irom past analysis 
whetlxir it is textile prices that chase 
cxitton prices or vice versa. Certainly, 
the recent weakue.ss in free cloth prices 
has helped to bring down raw cotton 
prices significantly. If this is so, then 
a concentrated attempt by ICMF, in 
cullalmration with the growers, to in¬ 
crease the availability and productivity 
of indigenous cotton, should pay the in¬ 
dustry handsomely — even after the pro¬ 
posed changes in cotton textiles policy 
are put through. 

One has to lie wary, meanwhile, of 
accepting prime facie the, industry’s 
plea that the new official propo.sals will 
mean a loss of Rs 30 crores to Rs 100 
ciore.s to th<; industry according to 
whether it choo.ses to pay the new pe¬ 
nalty or to produce the newly .stipulat¬ 
ed quantities of controlled cloth. What 
one is asking for is a stnictural and tech¬ 
nological reorientation of the textile in¬ 
dustry — including a reorganisation ol 
its Inlying and selling activities — and 
an initiative on its part to secure 
cheaper raw mateiial. To aec<’pt the 
mills’ calculation based on tlieir piescnt 
in<*lfici<*ncic.s is to miss the point o! re- 
hirination which alone c.in induce eco¬ 
nomic viability. 
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BUSINESS 


A Bountiful Year 


WHEN a few months ago, T A Pai, 
Lie’s first non-official chairman, an¬ 
nounced tlmt he would not be satisfied 
with an 8 to 10 per cent rate of growth 
in life insurance business but instead 
wanted a 25 or even 30 per cent 
growth, even those who lauded the 
sentiment had reservations about Pai’s 
optimism. The Rs 1,000-crore target of 
new business had eluded the LIC for 
almost- live years. It was only during 
the year ended March 1970 that new 
busine.ss crossed that mark to touch Rs 
1,036 crores. At that perch, new biis'- 
ness was 10 per cent more than the Rs 
906 crores funnelled in the previous 
year. Against this background, talk of a 
25 per wnt growth appeared unrealistic. 

But Pai evidently knew what he was 
talking about. In 1970-71 LIC’s new 
business amounted to Rs 1,303 crores, 
thus showing a record growth of 25.3 
per cent. During the last five years, 
antmal new business had fluctuated Ire- 
tw<‘en a decline of .3.4 per cent and a 
rise of 13.8 per cent. The number of 
n<‘w policies h..d varied between 14.01 
lakhs and 14..54 lakhs during the four 
years ended 1969-70. In 1970-71 LIC 
sold 16.22 lakh policies or 15.8 per cent 
more than in the previous year. 

In as.scssiiig LIC’s stupendous busi¬ 
ness growth, account must be taken of 
the tact that 1970-71 was a good year 
for the financial system as a whole as 
reflected by the almost 20 per cent 
growth in banks’ time deposits. In an 
inflationary situation, rising money in- 
c-omes .should yii'ld such results. This is 
not to detract from the achievements of 
.the.Lie or the nationalised banks. The 
nationalised banks which have been 
opening five branches a day have not 
made a conspicuous .success of tapping 
rural or semi-urban savings. Nor has 
the LIC. Pai himself admits this. He 
conceded at a Press c-onfcrence this 
week that LIC’s performance showed 
no marked difference between the pros¬ 
perous areas of the green revolution 
and the un-green areas. 

The relatively industrialised States 
attributed as much as Hs 600 crores 
to the new business of Rs 1,.303 crores 
in 1970-71. The Western region con¬ 
tributed Rs 391 crores or 32 per cent 
more than in 1969-70 and the eastern 
region Rs 208 crores or 21 per cent 
more. Within the western region, the 
Bombay division secured Rs 181 crores 


of new business and the Ahmedabad 
division Rs 76 crores. The Calcutta di¬ 
vision contributed Rs 84 crores or just 
a little less than one half that by the 
Bombay division. These data show the 
preponderance of life insurance in the 
urban areas. 

The blame is not LIC’s alone. LIC 
must after all go where the business is. 
The Bombay division, for example, sold 
a Rs 19 crore group insurance policy 
to the Mahara.shtra State Road Corpo¬ 
ration. The coverage of this Isurge policy 
would embracH! MSRC workers far off 
from Bombay. To an extent, therefore, 
some percolation of life insurance would 
appear to be taking place through the 
existing framework. But, surely, LIC 
cannot confine its activities to the ex¬ 
isting framework to sustain growth of 
new business at 25 per cent. Pai an¬ 
nounced at his Press conference that 
LIC was intensifying its efforts in the 
green revolution belts. He hinted that 
Tamil Nadu’s siigge.stion that in.stead of 
almlishing land revenue, the State 
Government would like to utilise the 
revenue in term insurance (cover for 
which is limited to one year but is, of 
course, nmewable) for farmers would 
not only be pursued by LIC with that 
Coverninent but with Maharashtra as 
well. 

Another achievement of LIC’s in 
1970-71 is that it has managed to keep 
its expenses within the statutory ratio. 
Data on this have yet to Ihj released 
and .so the amtribution of LIC’s com¬ 
puterisation programme to this achieve¬ 
ment is not known. Even so, at a 
time when the private sector bewails 
what it tries to make out to be the 
cru.shing burden of wage escalations, it 
is heartening that a public sector insti¬ 
tution, whose major tx)st is wages, has 
not taken cover behind this excuse to 
explain away deficiencies. Of course, 
LIC has its skeletons in the cuplroard. 
One of these is the number of unans¬ 
wered letters from the public which, 
on an unofficial reckoning, may be of 
the order of 30,000. Given the low 
literacy rates in the country, writing a 
letter is far from easy and so not all 
these letters could Ire of the frivolous 
variety not calling for replies. 

LIC’s accounts for 1970-71 have yet 
to be published. No doubt the report 
accompanying tke^ will have some¬ 
thing to say about LIC’s continuing de¬ 
ficiencies and how Pai proposes to go 


about removing them. The highlights 
of the brief resume of the Corpora¬ 
tion’s activities, released this week, in¬ 
clude a sharp rise in LIC’s investments 
by Rs 40 crores to Rs 268 crores in 
1970-71. Investment in loans of the 
Central Government (Rs 86 crores 
against Rs 64 crores) and the State gov¬ 
ernments (Rs 41.3 crores against Rs 30 
crores) increased by Rs 33.5 crores to 
Rs 127.5 crores in 1970-71. Munici¬ 
palities and zilla pari.shads were dis¬ 
bursed Rs 11 crores or double that in 
1969-70. State Electricity Boards got 
Rs 48 crores against Rs 32.50 crores. 
Under the.se heads alone LIC swelled 
its investments by Rs 56.5 crores 
against the net increase of Rs 40 cro¬ 
res. Where then did LIC reduce its in¬ 
vestment? The resiiine mentions that 
the LIC committed Rs 75 crores to 
housing sch«nes of various authorities. 
Could it be that disbursals here have 
not picked up? If not, why not? 

Mergers 

R«-d«fining Monopoly 


WITH much ianfare the Ministry of 
Company Affairs has announced, what 
is claimed to be, a major policy deci¬ 
sion on corporate integration. It has 
agreed to the merger of Forbes, For¬ 
bes, CamplK'll, Warrior (India) and 
Autf) Accessories. The Ministry did not 
apparently accept the cxmipanies’ con¬ 
tention that the mtirger did not come 
within the purview of the Monopolies 
and Restrictive Trade Practias Act. 
But while deeming it subject to the 
Act, the Ministry has, piesumably in 
consonance; with the; new emphasis on 
quick decision-making, permitted the 
merger on the giouncl that it would 
not lead to a monopolistic situation. 
The amalgamation would not, in the 
Ministry’s view, result in the creation 
ol a dominant undertaking, it would, 
on the other hand, make for increased 
eiliciency. Not that th<; Ministry has 
specified any criteria regarding price 
or rate of growth to »-nsure that the 
supposed economies are in fact realised. 

Even more important, in the process 
of taking a decision on this case, the 
Ministry appears to have enunciated a 
general principle whose economic 
soundness is open to (juestion. It seems 
to have argued that vortical mergers 
do not lead to monopolistic situations. 
This must sound preposterous to any 
student of economics. While a horizon- 
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Ul merger leads to control over a lar¬ 
ger proportion of the total output of a 
product (and can, therefore, be inter¬ 
preted as restricting competition), in 
subtle ways the implications of a ver¬ 
tical merger are more insidious. By 
taking a part of the total output out 
of the market structure, such a merger 
creates a monopolistic position for the 
remaining producers in the market. 
Further, for the merged concern it 
creates a captive market for a part ol 
the output which thus escatres tlie 
market structure. 

In fact, vertical integration has been 
a major bane of Indian industry. The 
fad of making I'vcrything under one 
roof is a major factor responsibh; for 
the non-competitiveness of oiir indus¬ 
try. Indian mainifacturers have a pas¬ 
sion for .self-manufacture in preference 
to purchasing out. This has led to 
uneconomic fiactionniisation of total 
capacity and has, by restricting tbe 
maik(!t for intermediate products, made 
entiy by outsiders into the market for 
final products difficult. If, according 
to the simpli.stie thinking ol th*; Min¬ 
istry, this is not strengthening a mono¬ 
polistic situation, what is? 

Tins is yet another area where the 
Planning Coniniission lias failed to 
provide any kind of a policy frame¬ 
work for presenting the strengthi'ning 
of tendencies towaids excessive verti¬ 
cal integration. Jnstead it fias left the 
whole aiea Iree for bureaucratic deei- 
sion-niaking. The Company Law Min¬ 
istry s lati'st de.cisioii is a necessary 
consecpicncc of this. 

Petroleum 

What Price Crude Imports ? 

Our Delhi Correspondent writes: 

TflF blunt statement by the Manag- 
ing Director of Cochin Uefincries at a 
Press confoienec on Tiie.sday that the 
refinery has Iwen importing crude oil 
for processing at $ 1.60 per barrel ex- 
po.ses the Petioleiim Ministry’s conten¬ 
tion that if lias not yet agreed to an 
increu.se in the price of erurli! oil im¬ 
ported into the emintiy. The Govern¬ 
ment holds tile majority sbar<‘ in Cochin 
Refiiieries with the foix'ign partner, 
Phillips Pefr()l<*iim, holding about one- 
cjiinrfer. The crude sii])ply arrange¬ 
ments, made through the foreign part- 
iK'r, are w'ith CFP of France. Acting 
in accord witfi the contract which is to 
run till Octolier 1972, the CFP noti¬ 
fied a price, increase of 7 cents per 
rlollar in November last and a further 
increase of 27 cents per barrel in 
Pebruary 1971. The imports have been 


coming in- on this basis. 

For the last several months, since 
the-increases in world crude prices,-the 
Petroleum Ministry has been pretend¬ 
ing that it had not agreed to the in¬ 
creases demanded by the crude sup- 
p1i(>rs. It has taken the position that 
the entire increase in prices on account 
of the agreement between the Middle 
East oil producing countries and the oil 
(smipanies ought not to be passed on 
to the oil importing countries. The 
Ministry had also claimed that the 
<luestion of crude import prices was 
under negotiation with the companies 
and that no increases would he paid 
pending the conclusion of these negoti¬ 
ations. 

The position as revealed by the 
Managing Director of Cochin Refineries 
makes nonsimse of these claims. Some 
discussions have lieen going on between 
the Government and the crude suppliers 
and they may result in some marginal 
conce.ssions. But the fact that crude 
imports are flowing in smoothly sug¬ 
gests implicit acceptance of the obliga¬ 
tion to iiay the prices notified by the 
foreign .suppliers. In the ca,se of 
Cochin Refineries the Managing Direc¬ 
tor disclosed that the notified price had 
to he formally accepted by the middle 
ol April, unless the suiiplier agreed to 
an extension of time to enable further 
discussion of the issue. 

The fact of the matter is that with¬ 
out alternative sources of supply which 
are free from the influence of the in¬ 
ternational oil companies. India as an 
importer of crude oil has very little 
bargaining power. It can at best seek 
minor concessions of an odd cent or 
two and make much of that — as was 
done last year. But no energetic efforts 
have been made to develop alternative 
sources of supplies by establishing 
direct links with producing countries 
which alone can enable the countiy to 
effectively bargain with the oil com¬ 
panies. 

It was also revealed at the Cochin 
Refineries press conference that the re¬ 
finery liad rejected Rustam crude from 
Iran, in which India has a share as 
producer, for processing. If a public 
sector refinery is unwilling or unable 
to process this crude, the foreign-owned 
refineries are unlikely to he more co- 
oi^erativc. 


Industrial Finance 


Cost of Guarantoos 


IN the comment "Limited Spheres?" 
(March 27, p 691) it was mentioned 


that for its' snnl! foreign exd^mge 
loans the ICICI insists on commercial 
hank guarantees in addition to a 
charge on the capital assets financed. 
This is incorrect. The argument should 
have been that for these loans the 
ICICI insists on a bank guarantee in¬ 
stead of being content with a charge 
on assets as is its normal practice. 
Since proposals for small loans are 
appraised for their viability like other 
proposals, the insistence on a guarantee 
can he explained only as a measure of 
extra caution. However, this imposes 
an additional financial burden on the 
borrower — apart from the difficulties 
and delays of arranging for a bank 
guarantee. 

Banks charge a 1 per cent per annum 
guarantee commission. But in fact the 
cost to the borrower is considerably 
higher than this. Under the inter-bank 
agreement on the subject, in respect of 
guarantee business the total commis¬ 
sion on which does not exceed Rs 1 
lakh, banks charge the guarantee com¬ 
mission on the original amount and for 
the full period of the guarantee. No 
account is taken of the progressive re¬ 
duction in the outstanding amount of 
the guarantee as a result of the repay¬ 
ment of the loan. Banks also ask tor 
payment of the entire guarantee com¬ 
mission for the full period of the gua¬ 
rantee in advance. Thus to get a loan 
of Rs 8 lakhs for a period of 8 years 
guaranteed, the borrower has to make 
a payment ot about Rs 6-1,000 to the 
hank. 

Finally, banks will also ask for a 
margin which has to be furnished in 
cash or by the pledging of additional 
assets. To provide even a modest 20 
per cent margin on a guarantee for Rs 
8 lakhs the borrower will have to de¬ 
posit Rs 1,60,000 with the hank or, 
alternatively, pledge additional assets 
worth that amount and thereby* ac¬ 
cept a reduction in his future liorrow-' 
ing capacity. The borrower can es¬ 
cape the margin requirement by pro¬ 
viding a counter-guarantee to the 
liank from an insurance company in 
which case he has to pay the counter- 
guarantee commission which would 
work out to about the same as the 
hank’s ctmmission. 

The ICICI charges intere.st at 9 per 
cent on its foreign currency loans and 
it can he .said perhaps that with all,the 
expense involved in the securing of a 
hank guarantee, the borrower .still gets 
his foreign exchange at a low price. 
But relative to ICICI’s other clients the 
insistence on a bank guarantee does 
raise the final cost of credit to its 
smaller borrowers. 
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CAPITAL VIEW 


The Revolutionary Wave 

Romesh Thapar 


NOT a minute passes without some 
reference to Bangla Desh. The mood 
is excitable, electric — and despite the 
inevitable let-down which had to fol¬ 
low the miserable, exaggerated and 
concocted coverage of developments in 
East Bengal in the national Press, After 
all, revolutions are not made in editorial 
or news offices. 

The c,vcilement is a mix of good and 
had emotion. Some are literally gloat¬ 
ing because they sec in these events 
the destmetion of Pakistan. A few 
imagine that the revolutionary wave 
has arrived on the subcontinent and 
somehow the Government of India 
must he immersed in it. Others are 
anxious to do something tangible to 
sustain Bangla Desh as a bastion of 
lieedom from Pakistani military thral¬ 
dom. Equally perceptive sections view 
the.se developments as the beginning of 
tin' ‘balkanisation’ of Pakistan (East 
and W<-st) — and, later, of India 1 

Ciioo.siNG THE Moment 

(Clearly, the consolidation of Bangla 
Desh, now or later, will have a pro- 
lound impact on South Asia and neigh¬ 
bouring regions. Seventy-five millions 
are involved in a bitter struggle, and 


the repercussions are going to be many. 

Despite all her diplomatic decorum, 
India cannot but find herself in the 
thick of it all. Partition and its after¬ 
math weie not able to destroy the na¬ 
tional urges and associations of people 
on both sides of the border — urges 
and associations enriched by the aims 
and perspectives of Mujibur Rahman 
and his movement. Indira Gandhi, 
more in command of the facts tlian 
anyone else, because all the relevant 
information channels arc under her 
control, is treading carefully through 
the maze of Ihcorising and pressure. 
A false move eould give the military 
junta in Rawalpindi an alibi for its 
teriible ciiiints in Bangla Desh. Yet, 
a moment uill have to be chosen, 
lollowing massive diplomatic prepara¬ 
tion, to espouse and to act in the cause 
of freedom, justice, and peace. 

There are inevitable delays in diplo¬ 
macy and action. West Bengal, tortur¬ 
ed by the massacre in the East, will 
have to live with this fact of inter¬ 
national life. The Centre' lully under¬ 
stands Bengal’s emotions, although 
attempts by Western newspapermen to 
e.xpand on llw' possibility of the two 
Hengals uniting have distorted tlie 


realities. East Bengal is distinct and 
has no desire to return to a united 
Bengal. Friend.ship and co-operation is 
sought by Mujib and his courageous 
movement. India must respond, for it is 
the wish of all India. 

Indira Gandhi’s role in this crisis has 
been remarkable. Her cool assessments, 
her responsiveness to genuine sentiment, 
and her refusal to be stampeded, have 
jiroved once again that her perspectives 
are sound. And the lobbies working in 
the Capital have once again been pro¬ 
ven to lie naive, ill-informed and 
thoroughly confused. Yet, the thought 
occurs that if Pakistani agents had not 
obliged by doing a fiijacking, great 
confusion could have been created in¬ 
ternationally on the question of Pakis¬ 
tani over-flights! History and historical 
accident... 

InTCRNATIONAL Pia',S.SURE.S 

If our iiolicy continues to be con¬ 
ducted with the same sure touch, the 
military junta in Rawalpindi will have 
to own its guilt. And then the fat 
will be in the fire. Within weeks the 
lains w'ill break over Bangla Desh, a 
pciiod to be dreaded by any army, 
particularly one that has entirely lost 
the support of the local people. We 
have still to receive confirmation of the 
safety of Mujibur Rahman and the 
leading cadre of the Awami League. 
Confiiiuation will mean that the days 
of llu' Yahyas and Bhuttos are nuniber- 
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ed — (iven in West Pakistan. The ic- 
volutionary wave cannot be dyked that 
easily. 

Internationally, after overcoming the 
credibility gap created by tlic Indian 
Press, several nations are moving to 
put pressure on Rawalpindi to halt the 
genocidal tcndfmcies inherent in the 
military operations in Bang]a Desh. 
The USSR’s appeal is a significant 
development, and may even stir the 
confused Muslim nations into some kind 
of action. As to the future, much will 
depend on whether tin- leadership of 
Bangla Desh has survived to organise 
a protract<‘d struggle lor indeiwndence, 
free of adventurist outsiders. 

Tile revolutionary happenings in 
Pakistan will lend a certain urgency to 
the restructming and re-designing of 
policies and follow-uj) in India. The 
first post-election AICC session was of 
the usual jamboree vaiicty, but behind- 
th(!-scenes there is a new earnestness 
to get things moving. This earnestness 
will have to persist foi a long time if 
results art; sought. Indiia Gandhi knows 
this and cannot afford to reduce the 
pressure. 

Interestingly enough, India is again 
eintirging in the international cotninii- 
nity as an oasis of hoi>e and promise. 

LETTER TO EDITOR 


NIREEKSHAK’S piece, “Questionable 
Collaboration”, in your issue of January 
2, 1971 about the three documents on 
tlic news media and communal tensions 
produced under the auspices of the PII 
and PIB was extremely tendentious and 
lull of errors of assumption as well as 
of substance. We hope you will allow 
us to correct some, at least, of its in¬ 
accuracies and misjudgments. 

(1) The collaboration between PIB 
and ITI in the project was proiiosed Iry 
neither of those institutions, as Nircck- 
shak asserts; it was suggested by the 
Committee of Expeits on the Mass 
Media of tlu; National Integration Coun¬ 
cil. To (juotc: 

“The consensus ol opinion (of the 
Committee) was that the tone and 
attitude of the Press can be improved 
on an enduring basis not so much 
through punitive measures as through 
developing among publishers, editors 
and other journalists a fuller sense of 
responsibilities of the Press in pro¬ 
moting national cohesion. For this 


All manner of visitors are "getting” in 
to have a look at the new stability and 
going away visibly impressed despite 
the heat of .summer and the familiar 
iioi.si-s of the bureaucrats. The PM 
needs to do a great deal ol brain-wash¬ 
ing ol her administrative heads, the 
men who make and unmake policies 
despite the activities of politicians. If 
we are to benefit from the new image 
ol a stable democracy, we had better 
clear mental cobwebs in priority areas, 
procedures and perspectives. 

Moke Thought 'Phan Usuai. 

And that brings nu- to the I’lanning 
Commission. What is happening in this 
area? Speculation is rife, but not a 
sound emerges from the PM’s Secre¬ 
tariat. Al best, wi; can assume that 
more thought is going into this matli'r 
than is usual. I hope so. Upon such 
decisions hangs the future. 

Tailpiece: Overheard the other day 
while iirivate sectoiing, and as the 
news item aiHK'ared announcing the 
possibility of an increase in the prices 
of cars; “The only thing in the 
Hindustan aiitotnobile which doesn’t 
make a noise is the bom!” 

April 5 


purpose, it is recommended tliat 
seminars and conferences of editors 
.should be organised Irom time to 
lime in every region where the nef!d 
tor self-restraint, objective reporting 
and the publication of material de¬ 
signed to promote national integra¬ 
tion will be emphasised. It is also 
recomnicndeil that PIB should co-ope¬ 
rate and assist in the holding of these 
seminars, whicli might be convened 
by the PII in co-opi'iation with the 
Press Council, AINEC and other or¬ 
ganisations of the newspaper profes¬ 
sion and industiy.” (From the minutes 
of the Commitee’s meeting of Febru¬ 
ary 13, 1969.) 

(2) The object of the exercisi; was not 
at all to omit other Press bodies or jour¬ 
nals, but to frame guidelines, have them 
whetted and amended where necessary 
IIV .senior journalists, sociologists, admi- 
nistiators, etc, and then hold meetings 
with editors and heads of the mass 
media in various parts of the country, 
paiticularly in liot-prone areas. The 


Secretary of the Press Council partici¬ 
pated in the seminar called to discuss 
the documents. (Nireekshak alleged the 
ignoring of the statutory Press Council.) 
So also did editors or senior journalists 
of the Hindustan Times, Nai Dunia 
(Indore), Ananda Bazar Patrika, Siasat 
(Hyderabad) and the Maharashtra 
Times; others included a research fellow 
in Political Communication, sociologists, 
social workers, the head of the National 
School of Drama, a District Magistrate, 
an ex-IGP, the head of the Indian Insti¬ 
tute of Mass Communicatitm, the head 
of a State Information Service, and re¬ 
presentatives from AIR, TV, Films Di¬ 
vision, and PIB and PII. 

(3) The Press Council and other bo¬ 
dies (like AINEC) have indeed formulat¬ 
ed “codes” in the past. The idea is not 
entirely new. But the present guide¬ 
lines differ from the previous ones in 
that they set out detailed and specific 
points which are illustrated with actual 
examples wherever possible. Herein 
lies the usefulness of this latest "aide”. 

(4) What exactly does Nireeksliak 
mean by his seemingly snide remark 
that the PII “seems to have stronger ex¬ 
ternal links than internal”? He docs not 
substantiate this sweeping judgment 
which can only proceed fiom ignorance 
and also from not bothering to inform 
himself about the PII and its pro- 
giammcs. Some relevant facts (for the 
last 8 years) about PII are: 

(i) 82 programmes were arranged by 
PII of which 31 were workshops, 
24 seminars and 27 refresher 
courses. 

(ii) The 22 centres of activity in India 
included such widely-spaced pla¬ 
ces as Ahmedabad-Bombay-Poona 
in the west, Calcutta-Gauhati- 
Patna in the cast, Jullundur- 
Chandigarh-New Delhi in ’■he 
north and Madras-Trivandrum- 
Calicut in the south. 

(iii) 1,578 participants working in all 
types and sizes of newspapers and 
journals in India came from all 
parts of the country to partici¬ 
pate. 

(iv) 68 Indian jounialists/photograph- 
ers were sent to Britain, Japan 
and the United States for training 
on fellowships or scholarships, of 
them 36 came from the English 
Press and 28 from the Indian lan¬ 
guage Pre.ss, and 4 from the news 
agencies. 

(v) 21 consultants from India and 
abroad have helped PII in this 
period and have worked in Indian 
papers. 


Questionable Collaboration 
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(vi) PH’s Trustees are; G Narasimhan 
(Managing Editor, TJie Hindu), 
• Tushar Kanti Ghosh (Editor, 
Amrita Bazar Patrika), Asoke 
Kumar Sarksu- (Editor, Ananda 
Bazar Patrika), Uma Shankar 
(General Manager, Times of 
India). G N Sahi (General Mana¬ 
ger, Hindustan Times), C R Irani 
(Managing Director, Statesman), 
U R Diwakar (Trustee, Samyukta 
Kamatak), K M Mathew (Manag¬ 
ing Editor, Malayala Manorama), 
K A Nettakallappa (Managing 
Editor, Deccan Herald), V M 
Nair (Managing Editor, Mathru- 
bhumi) and Eniest Meyer, Direc¬ 
tor, IPI. 

(vii) PIl’s Board of Management is 
composed of: A R Bhat (Indian 
Language N<!wspapers Associa¬ 
tion), B Shiva Rao, J M D’Souza 
(Timej of India), R K Das Gupta 
(Delhi University), Frank Monies 
(Indian Express), Kuldip Nayar 
(Statesman), K Subramanian 
(Press Tnist of India), M L 
Bhardwaj (Press Information Bu¬ 
reau), L R Nair (Thomson Press) 
and Chanchal Sarkar (Press 
Institute of India). 

(viii) PH’s annual budget is around Rs 
300,000 of which 85 per cent 
comes from subscriptions from 
our 70-odd members (all Indian 
publications); 8 per cent our pub¬ 
lications (mainly Vidura) and 
the rest from miscellaneous sour¬ 
ces (like contributions from our 
Indian collaborators). 

If selecting for fellowships and intern¬ 
ships, maintaining contact with mass me¬ 
dia men and organisations in other 
countries (including Hungary, the US, 
GDJI, UK, Japan, Malaysia, FDR, Nige¬ 
ria, Afghanistan, and many others) is 
having ‘external links’ then PII is 
guilty. 

(5) The present code is, in some waj’s, 
an extension and an elaboration (with 
necessary adaptions) of the Davao (Ma¬ 
nila) code formulated in April 1970 at a 
nine-nation seminar. The authors of that 
code were of different nationalities: 
Mervyn de Silva (now Editor-in-chief of 
the Lake House Publications, Ceylon) 
Harold Evans (Chief Editor, Sunday 
Tiytes, London), Hashim Hassau (Radio 
Malaysia), E J B Rose (Editorial Direc¬ 
tor, Westminster Press, UK), Chanchal 
Sarkar (Press Institute of India) and 
Tarzie Vittachi (Press P'oundation of 
Asia), who brought wide experience to 
bear on their work. D R Mankekar (the 
then President of AINEC) attended the 


seminar as did other senior journalists 
and soeiologists from Thailand, the 
Philippines, the United States, Singapore 
and Indonesia. Detailed studies had been 
made of the ethnic and communal ten¬ 
sions in the countries from which the 
participants came and it was suggested 
at Davao that, from the thinking there, 
national guidelines adapted to each 
country should be drawn up later. 

Docs Nireekshak wish to suggest that 
it is wrong to adai>t to India basic and 
interesting work done elsewhere? 

(6) It is difficult to understand why 
Nireekshak considers it “primitive” to 
suggest that journalists should “have 
sufficient knowledge of the particular 
area to be covered”. The idea here i.s 
that (as will lx; realised from the con¬ 
text of the documents) journalists should 
not only have sufficient background 
knowledge — sociological, economic, 
demographic, irolitical, etc — but should 
also be specially trained to cover com¬ 
munal and r-thnic/regional tensions, as 
are those who cover science, medicine, 
economics, etc. A.s Ajit Bhattacharjea 
writing about the Seminar in Hindustan 
Times (“Communalism and Publicity”, 
December 4, 1970) has put it: 

“.. . a less obvious but unimportant 
fault noticed in the news coverage 
was the paucity of efforts to probe 
beneath the suriace. Often tension is 
rrM)ted in economic, regional, or social 
discrimination but is reported as if 
purely religious — violence caused by 
enhancT’d competition for employment 
caused by immigration from one State 
to another has been interpreted in 
communal terms. Occasionally the 
communal aspect is completely acci¬ 
dental — a BombaV clash between 
gamblers was described as communal 
because members of both communi¬ 
ties were among the casualties. 

“All this suggests that the pre-Inde¬ 
pendence approach of explaining mob 
violence in communal categories per¬ 
sists even though other political, so¬ 
cial and economic tensions are equally 
it not moi'e explosive. The communal 
interpretatimi involves the least effort 
because riot s'ictims are more easily 
identified by religion than by econo¬ 
mic or social background.” 

The point is that, without specialisa¬ 
tion and training, ethnic and communal 
tensions cannot Ire reported in depth 
and meaningfully. 

(7) PII is not in the least anxious “to 
get all this endorsed by the Govern¬ 
ment” nor “to run a self-advertising pub¬ 
lic relations campaign", as Nireekshak 
alleges. The Government, the NIC and 
the PII share the anxiety at the conti¬ 
nuance of commimal violence, as do 
many other' bodies and people in this 
country and they all wish to contribute 


towards putting on end to archaic and 
senseless patterns of thought and beha¬ 
viour. Is it wrong then to raise basic 
questions about the role of mass media 
and also to provide a long-term pro¬ 
gramme content for the mass media 
(Document III) and a plan of operation 
for the flow of news during an emer¬ 
gency (Document 11)? 

None of the documents is perfect or 
sacrosanct; tire introduction to them 
frankly admits imperfections. 'The hope 
has been expressed that they will be 
widely debated, amended and eventual¬ 
ly acted upon by the mass media. 

What seems “questionable”, in the 
ultimate analysis, is not the effort of 
two conscientious bodies but Nireek- 
shak’s objectivity and knowledge about 
what he selects for comment. 

Dhiru B Patel 

Press Institute of India, 

New Delhi. 


[Nireekshak writes: There is nothing 
in the National Integration Committee’s 
minutes to suggest that the Committee 
favours the evolution of twenty different 
codes on the same subject at twenty 
different seminars. No one has taken 
exception to any seminars being held 
anywhere; what was suggested was that 
the formulation and publication of diffe¬ 
rent codes by different organisations i.s 
a self-defeating exercise. One good code 
is enough for the Press of any country, 
and it should be the endeavour of those 
who claim to serve the Press and to 
reiiresent it to help evolve such a code. 
I don’t see how this can be accomplish¬ 
ed by the unilateral publication of diffe¬ 
rent codes by different organisations. If 
the various parties who attended the se¬ 
minar held by the PH have endorsed 
the code that the PII has formulated in 
conjunction with the PIB, that fact cer¬ 
tainly has not been mentioned in any of 
the published reports. The Press Coun¬ 
cil, since it exists, is the best organisa¬ 
tion that can be assigned the task of 
c-odifying rules and conventions for the 
Press, and if anyone at any tkne can 
think of a better or more ‘detailed’ sug¬ 
gestion, it is surely open to him to ap¬ 
proach the Council. I am obliged for 
the latest list of PH’s trustees. Almost 
every one of them seems to be connect¬ 
ed with the lENS or the AINEC or 
both, and some with the Press Council 
also, and it seems mighty strange to me 
that they have allowed themselves, at 
least indirectly, to be party to the for¬ 
mulation of three different codes on one 
subject 1 ] 
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MARKETS 


Indecisive Mood 

Nishtar 


THE slock niarkcl's pcifuuuancc lust 
week was not iiiucli dilfcicnt fioiii th.il 
in the picceding week. De.spite the 
somewhat improved tone at the A\efk- 
end, the niaiket eontiniied to iireserit an 
uneasy look. Tliere W’:i,s no dearth of 
news, good as well iis had. Hot the 
market w'as in no lesiionsive mood. 
Bullish news prodiiei'd little htiying 
and heari-sh news caused no big selling. 
With tragic events in East Pakistan 
weighing heavily on their minds, ope- 
rator.s esnilinned to iniiain on the siele- 
lines. E<iuily pi ices moved up and 
dow'n — more tip than down — rather 
iiregulaily and though most counters 
wound up the week with plus signs, 
the mood of indecision persisted. 

News Itoin the corporate fiont con¬ 
tinued to be reasonably encouraging, 
but it did no inoio than impart a mea¬ 
sure of steadiness to the shares con¬ 
cerned. 'i'he new Union Minister foi 
Industrial Development Moinul Haq 
Choudhuri made some observations 
which could have brotight cheer to the 
market il it had been in a receptive 
mood — which it v\as not. The Minister 
hinted at a flexible approach towaids 
implementation of the industiial licensing 
policy. He said that procedural bot¬ 
tlenecks in industrial licensing would 
he rinnoved and that larger industrial 
houses woulil be jiermitted to play their 
role ill acci-lciating the pace of indus¬ 
trial development, of course within the 
[lolieies aheady announeed. There is 
nothing really new in this, hut it is 
welcome all the same. 

The P'oieign Tiade Minister L N 
Mishra had some uniiU-asanl news foi 
the market. He .said that cotton ti'X- 
tile mills would soon be ioreid to jiio- 
duee eoiitiolled cloth to the extent ot 
-10 to 50 pel ei'nl ol then total output 
(ag.iiii.st 25 pel cx-iit at pieseiit) and 
that till' iM'n.dtx foi the shortlall in 
production would be raised fioiii six 
paise to 25 paisc per square iwtre. 
One wonders whethei Mishra has at all 
botheied to assess tin- implications ol 
such a measuie in the context of the 
industry’s cost indalion. Mishra has 
also assured that the pi ices ol in Ion 
varu would soon be ieduced as leconi- 
meiided by the Taiiil Comniission. 
T>i(' cord inauufaeturcis an- repoiti'd 
to have been officially told to bring 
down prices voluntarily to the levels 
alieady indicated in order to obviate 


the iieci'ssity ol stalutoiy contiol. These 
ine.ismcs can have a significant impact 
i>n till- outlook lor .-oltoii and rayon 
textile shales. 

The stock niaiki't has entered an un¬ 
certain phase and it is liifficult to say 
hov\’ long this iihasc might last. A clcai 
trend is unlikely to emerge until the 
Ceiitial bndgi't is out ol the was. 
Sinei.’ fiscal policy has an important 
bearing on the outlook tor equities, the 
stock unaikct would like to know how 
tlic Finance Minister will laise lesom- 
ces for accclciating the development 
pioccss and at the same time serve the 
larger social objectives before Govern¬ 
ment. The view' is widely shaied that 
there is no t'scaiie from a substantial 
tax effort. 


Control Move Tells 

FINANCIAL stringency, increased avail¬ 
ability of impoilcd cotton with clear 
prospect of larger supplies in coming 
weeks because of the previous commit- 
iiK'nts, PL 480 agreement foi 2.50 lakh 
bales (out ot this 1.50 lakh bales have 
alreaily been released under letter ol 
conditional rcimbursenient) and slack 
.spinner inquiiy — all these factors 
have contributed in varying measure to 
tlu- easier teiulcucy in cxitton prices 
which have declined by Its 50 to Rs 
100 a ciindy over the week. Cotton 
prices can be expected to continue to 
diift lower if cloth cxintiol is tighten¬ 
ed as indicated by the Foreign Trade 
Minister L N Mishra. 

Mishra statcil in the Rajya Sabha the 
other day that the mills’ obligation to 
produce conti oiled cloth would be in- 
ci eased from 25 per cent at pre.sent to 
40 or 50 per cent of total production 
and that tlic penalty for the shortfall 
III eoiitiolled cloth output would be 
laised trom six to 25 paisc a square 
metre. Considering the rise in costs 
since controlled prices were last revised 
in May 1968 — the rise is estimated 
b>- the industry to be of the order ot 
60 to 70 jxjr c-ent — it would pay 
mills not to produce controlled cloth 
and pay the enhanced penalty in¬ 
stead. 'I'he additional burden on the 
iiidustiy might well exceed Rs 30 cro- 
les. 'I'his would bring about a big 
change in the industry’s fortunes. Con¬ 
sidering that the output of controlled 
cloth at piescnl constitutes hardly 8 to 


9 per cent of the total production, the 
need for tighter control would appear 
to be all too obvious. But control must 
make economic sensi'. If cloth control 
had not been allowed to be reduced to 
a farce, c'otton prices would not have 
ri.sen the W'ay they did this season. Il 
is tiue that the supply position ot cot¬ 
ton has been difficult. But it is no less 
true that cotton and cloth prices have 
cha.s'cil each other in a vicious circle 
and that the fall in cotton prices from 
theii Januaiy peaks has been due main¬ 
ly to thi' setback in cloth iirices. 


Softer Tone 

AF’l'ER early finnness induced mainly 
by bull maniirulalion and anxious short 
eovciing in the matining (April) con¬ 
ti acts in linseed and castor, the. oil- 
soeils market has devclopeil a softer 
tone. No tenders have been issued in 
castor so far but the delivery orders 
tor 450 tonnes in linseed April have 
been enough to depress sr-ntiment in 
futures wheie quotations have been 
niaiked down by Rs 4 a quintal from 
the highest levels recorded earlier in 
the w'cek. Oil prices have eased by Rs 
100 to Rs 150 a tonne. 

Increased offerings in groundnut oil 
in Ciijaiat due irerhaps to political in¬ 
stability in the State, good summer 
crop (groundnut) in the southern re¬ 
gion, steady flow of rabi croji supi)lie.s, 
tight money conditions reduced smug¬ 
gling of oils into Pakistan, PL 480 
agreement for the supply of 75,000 
tonnes of soyabean oil (out of this nearly 
44,000 tonnes have already been re¬ 
leased under letter of conditional reim¬ 
bursement), reported purchase of 
anothi-r 10,000 tonnes of mutton tallow 
and Chavan’s statement about Govern¬ 
ment’s determination to do everything 
possible to keep prices under check — 
all these have had a bearish impact on 
the market. In view of increased pro¬ 
duction aiul not-so-brisk offtake, vanaspati 
manufacturers have ceased to be ag¬ 
gressive buyers in groundnut oil be¬ 
cause of prohibitive freight. 

With fresh export business almost at 
a standstill, the export-oriented ground¬ 
nut extraction industry is having a very 
tough time. Reports from Gujarat — 
the main centre of the industry — in¬ 
dicate that most of the units have ser¬ 
ved notices of closure. The prices of 
groundnut cxpcllers have declined Iry 
about Rs 50 a tonne over the past 
week or so and by about Rs 190 a 
tonne over the past few months. 
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COMPANIES 


Partial Hindrances 

Hansavivek 


WIMCO sold in 1970 about 15,000 
cases of matches more than in the pre¬ 
vious year, but the chairman, Akbai 
liydari, points out that the company’s 
share of the market did not rise. Ac- 
(■ording to him, the small-scale pro¬ 
ducers have been steadily increasing 
their output, and in the past five years 
their production rose by 26 per cent, 
reaching an all-time high of 660,000 
cases in 1970. Demand for matches 
remains firm, and there have been .spo 
radic shortages. The company endea¬ 
vours to mitigate the effects of short¬ 
age by exercising control over the 
wholesale and retail trade and by pro¬ 
viding supplies within the installed ca¬ 
pacity limits imposed by the Govern¬ 
ment. Because of the deteriorating 
inatchwixrd supply position, the com¬ 
pany had to pack about 4 per cent of 
its production in cardboard boxes. 
There has been u substantial rise in 
eosts in a number of key raw materials 
and packaging items. While prices of a 


number of consumer commodities have 
gone up sharply in past years, the price 
of a matchbox has risen only margin¬ 
ally and it is still one of the cheapi'st 
boxes of light.s in the world despite the 
fact that excise duties and taxes con- 
•stitute 56 per cent of the final iJriee, 
says flydari. 

During 1970, WIMCO’s production 
ot paper declined from 6,284 tonnes 
to 5.581 tonnes, Ijecause of the ‘go- 
slow’ tactics of lalxiur in Calcutta and 
the ‘baridhs’. Sales were also affected, 
but the paper mill’s financial results 
were better than in the previous year. 
The company intends to increase pro- 
(.luction to 7,500 tonnes, in line with 
the Government’s crash programme. 
Exports ot pap<-r were affected by 
strikes and disorganisation of shipping 
schi'dules. A fire interrupted produc¬ 
tion ot potassium i-hlorate. A study has 
l>een undertaken to see if the distribu¬ 
tion system of this chemical can be im¬ 
proved, particularly in the North where 


it is iKsed mainly for textile dyeing 
and printing. Output and sales from 
the Vedaraniuin salt works were severe¬ 
ly curtailed due to persistent rains. 
The scheme to manufacture magnetite 
electrodes at Ambarnath was complete 
but for the availability of the basic ore 
raw material which has to be import¬ 
ed. Some ore is expected this month. 
Meanwhile, trials with indigenous ore 
continue in an attempt to develop it 
into a .suitable substitute. The project 
to manufacture ammonium perchlorate 
was delayed becaii.se of late receipt of 
certain equipment. IDemand for this 
chemical is increasing, and the com¬ 
pany may have to consider increase in 
capacity IxTore long. Disturbed labour 
situation in West Bengal has been res¬ 
ponsible for delay in commissioning the 
semi-chemical pulp plant alongside the 
Alainbazar paper mill. This pilot pro¬ 
ject should be in dperation in the cur¬ 
rent half of the year after settlements 
with labour are concluded. WIMCO’s 
accounts show investment of Rs 20 
lakhs in Central Paper Mills at cost, 
although the latest results of that com- 
))any (upto September 30, 1970) re¬ 
vealed substantial losses. No provision 


The Week’s Companies (R-'! in lakhs) 



WIMGU 

.Sue.Nsen 

Textile 

Bayer 



Late.st Year 

Last Year 

Latest Year 

Last Year 

Late.st Year 

Last Year 


31-12-70 

31-12-69 

.30-9-70 

.30-9-69 

31-12-70 

31-12-69 

Paid-up capital 

495 

412 

70 

70 

.300 

300 

Reserves 

240 

288 

35 

26 

121 

121 

Borrowings 

69 

55 

131 

110 

481 

502 

of which Term boirowings 

3 

4 

51 

53 

272 

207 

Gross fixed assets 

773 

738 

127 

114 

679 

666 

Net fixed assets 

396 

370 

106 

99 

474 

516 

Investments 

21 

21 

—— 

— 



Current liabilities 

482 

505 

43 

.33 

84 

56 

Cil»ent assets 

869 

870 

164 

128 

409 

346 

■Stocks 

294 

297 

88 

79 

286 

187 

Book debts 

417 

-352 

74 

47 

176 

128 

Net sales 

1413 

1300 

153 

108 

741 

576 

Other Income 

36 

30 

2 

3 

23 

24 

flaw material costs 

529 

466 

65 

51 

272 

206 

Wages 

340 

324 

18 

15 

91 

73 

Interest 

5 

7 

11 

11 

.37 

41 

Gross profit(+)/loss(—) 

224 

218 

19 

15 

182 

103 

DepredatlaQ pravislm 

34 

.33 

6 

5 

55 

50 

Tax provision 

112 

106 

— 

— 

— 


Not profit(+)/loss(—) 

Development rrimte provision 

78 

79 

13 

10 

107 

53 

4 

5 

2 

2 

1 

11 

Transfer to reserves 

Dividend 

14 

25 

— 

— 

— 

1 

Amount 

50 

49 

10 


, 

— 

.Rato (per cent) 

12 

12 

E 8 

— 





P9.3 




Cover (times) 

1.25 

1.51 

1.10 

_ 

__ 


Ratios (pea cent) 

Gross profit/tales 

15.85 

16.77 

12.41 

1.3.88 

21.86 

17.88 

Net profo/capltal employed 
Invemoriet/MiM 

9.70 

20.08 

10.46 

22.84 

5.51 

57.51 

4.36 

73.15 

11.86 

38.59 

5.86 

32.46 

Wages/sales 

24.00 

24.92 

11.76 

13.88 

12.28 

12.67 
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has been made for the possible dimi¬ 
nution in the value of this investment. 
The company obtains supplies of pulp 
from CPM. 

SUESSEN TEXTILE BEARINGS took 
in April 1970 four flats on usufructary 
sub-lease for 57 years and paid about 
Rs 6 lakhs as advance rent. In turn, 
it burrowed from a bank Rs 5 lakhs 
on equitable mortgage by deposit ol 
title deeds of the lea.sehuld premises. 
Two of these flats were given on leave 
and licence or on “sub-sub-lease” to 
Textile Engineering and Trading Agen¬ 
cy and Star Trading whr-rein some ol 
the directors are directors or members 
or partners, it is these companies that 
have been given occupation and use ol 
the pri'ini.ses in question, and the agree¬ 
ments are yet to be executed with 
them. The rent paitl b>- the company 
for the total pri-mises has In-en account¬ 
ed in tlu- books. Part of such amount 
i.s recoveralih- from the two concerns 
on "finalisation ol the agreements”. 
The advances paid against the com¬ 
mon renovation, uir-conditiuning and 
other civil work have not been adjust¬ 
ed as "the work is not yet completed 
and the shares of the different concerns 
including that of the company have 
not set been ascei tained”. These details 
have I seen given in 2 of the 25 notes 
appended to the company's balance 
shret and profit and loss aceount. On 
a "suggestion” from the collaborators, 
dnectors have decided to reappoint 
M ,1 Mehta and Company Develop¬ 
ment Consultants (now known as "En- 
gini'cring Marketing (‘Star’) Develop¬ 
ment Consultants”) as development 
consultants for a further period of five 
sears Iroin February 7 last on a remu¬ 
neration of 1.5 per cent on gross sales 
of products plus reimbursement of "ac¬ 
tual out of pocket expenses incurrerl 
lor tlw purpo.se of tlu' company”. Foui 
partners ol the development consul- 
lanls’ linn are relatives of some of the 
direetors of tin- compan> and the fifth 
IS a ii.ntner ol a director. The direc¬ 
tors also aptxnnted, last June, .Stai 
Trading to render certain sersdees aftei 
sales and to do the work of technical 
co-ordination and supervision on the 
company’s proilucts while commission¬ 
ing the machinery so supplied by the 
inachiner>' inamifactiirers. For such ser¬ 
vices they ar<- to Ik; paid a remunera¬ 
tion ol two per cent on invoice value 
ol <■.\lJorts of compans’s products. 
Three direi-tois ol the company arc 
cither directors or members of Star 
Trading. 

The (simpan)’ has taken up manufac¬ 


ture of water pump bearings for the 
automobile industry' as a measure of 
diversification, and a capital expendi¬ 
ture of alxrut Rs 60 lakhs spread over 
the next 2-3 years has been planned 
to achieve a moderate expansion for 
manufacture of new products and to 
increase capacity of the existing pro¬ 
ducts. A 'letter of intent’ has been 
received for tile manufacture of bottom 
I oiler bearings and some more are ex¬ 
pected for expansion in capacity of 
spindle insr-rts and drafting materials. 

BAYER INDIA has got a ‘letter of in¬ 
tent’ for substantially expanding its 
production of rubber chemicals and foi 
producing intermediates thereof. It 
also proposes to set up a plant for the 
manufacture of TDI (toluene di-isocy- 
anate), an important raw material in 
the manufacture of polyurethane foams, 
and submitted an application for a 
manufacturing licence la.st year. .\ 
‘letter ol intent’ in this regard is await¬ 
ed in tile near future. With a bigger 
L-ontnbution from all the three divi¬ 
sions, viz. rubber chemicals, pesticides 
and pharmaceuticals, there was a sig¬ 
nificant rise in turnover iollowcd by fall 
III cost of proiluction during the 13th 
year ended December 1970. As in the 
pieceding year, the company was once 
again able to meet all requirements 
tor capital expenditure, increased 
working capital. and repayment of 
long-term loans, almost entirely from 
internal resources. The year’s profit 
has brought down the accumulated tle- 
ficit to Rs 17 lakhs, against which the 
company holds reserves amounting to 
Hs 1.26 crores. Shareholders could now 
Itxrk forward to receiving a return on 
their capital. 

ICICI's cliaiiman, G L Mehta, em¬ 
phasises in his annual statement that a 
broad an<l long-term view of the pro¬ 
cess of development has always guided 
the Corporation’s activities. It has taken 
the initiative in opening regional offices 
in Calcutta and Madras, financing small 
enterprises and offering concessional 
finance to indu.stry in backward areas. 
Along with other finance institutions, 
the Corporation has been carrying out 
surveys of various States to determine 
their industrial potential and to identify 
projects based on local resources. In 
December last, a conference on research 
and development was organised to pro¬ 
mote greater research-consciousnes.s. 
The Corporation has made a small in¬ 
vestment in a hire-purchase finance 
company to gain first-hand experience 
of such work. It has also been guaran¬ 


teeing payments on purchases made by 
its clients on deferred credit terms. A 
housing finance corporation is proposed 
to be promoted to help ease shortage of 
accommodation and relieve unemploy¬ 
ment. An Institute for Financial Manage¬ 
ment and Research is being set up in 
Madras. 

During 1970, the Corporation receiv¬ 
ed the eighth line of credit of $ 40 mil¬ 
lion (Rs 30 crores) from IBRD. The 
whole amount having been sanctioned 
as sub-loans, a fresh line of credit is 
being sought. The Kreditanstalt fur 
Wiederaufbau provided ICICI with a 
further line of credit (the ninth) of DM 
5 million (Rs 102 lakhs) which has also 
been fully sanctioned, and negotiations 
are in progress for another line of credit 
of DM 10 million. The second sterling 
loan of £ 1 million (Rs 180 lakhs) has 
been allocated to the Corporation. 

The Corporation received 218 appli¬ 
cations for financial assistance in 1970 
and approved 204 requests for a total 
of Rs 43.4 crores. Rupee assistance in 
the form of loans and guarantees, 
underwriting and direct subscriptiem to 
equity and preferrmce shares and deben- 
tiired amounted to Rs 14.5 crores, and 
loreign currency loans to the equival-iit 
of Rs 28.8 crores. 

3'otal of net sanctions during 16 years 
since the inception of the Corporation 
iuiionnted to Rs 296 crores to 613 com¬ 
panies. of whom 231 were new under¬ 
takings. Ol the total foreign currency 
loans sanctioned for Rs 174 crores, the 
amount disbursed was Rs 121 crores. 
Out of the rupee loans and guarantees 
sanctioned for Rs 60 crores, disbur.se- 
ineiit amounted to Rs 43 crores. Like¬ 
wise, out of Rs 54 crores sanctioned 
for underwriting the Corporation had 
completed by the end of 1970, optira- 
tions amounting to Rs 51 crores, against 
which it was called upon to take up 
Rs 31 crores in shares and debentures. 
Out of the direct subscriptions to ordi¬ 
nary and preference shares and deben¬ 
tures sanctioned for Rs 7.6 crores, the 
CoriJoration subscribed Rs 7.2 crores. 
The Corporation had thus disbursed a 
total of Rs 201 crores. Sale proceeds of 
industrial investments upto the end of 
1970 amounted to Rs 11 crores of which 
Rs 2.3 crores were realised by way of 
capital gains. The Corporation has con¬ 
tinued to assist units experiencing diffi¬ 
culties by postponing instalments due 
on loans or agreeing to convert part ol 
the arrears into share capital or accept¬ 
ing payment of arrears in monthly ins¬ 
talments. 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

Containing the Farm Lobby 


SOME indication of how the greatly 
strengthened political authority of the 
Central Government is likely to be used 
should be available when decisions 
come to be taken on the recommenda¬ 
tions of the Agricultural Prices Com¬ 
mission on the price policy for rabi 
foodgrains for the 1971-72 season. The 
Chief Ministers’ Conference, under the 
aegis of the Union Food and Agricul¬ 
ture Minister, to consider thr; APC’s 
leiJort is .scheduled for April 17. 

An important issue ol iMilics' in 
planning which has not yet been le- 
solved concerns the contribution that 
surpluses arising within agriculture out 
ot the additional incomes of the big¬ 
ger landowners should make to the pool 
of re.sources foi development. This 
matter was first posed, directly and 
forcefully, when )J H Cadgil as the 
Deputy Chairman of the Planning 
Commission proposed the levs of an 
agricultural income-ta.v. The proposal 
was quickly shot down by the influeii- 
tial fanners' lobby operating through 
the Chief Ministers and Members ot 
l^arliament. 

The same issue, has been posed, in 
a (liflerent form and on a differ«-nt le¬ 
vel, by the A PC in its numerous re¬ 
ports during the last three years. In 
it.s report on puce poliiy foi Habi 
loodgrains toi the 1971-72 'c.rson the 
Al'C has reiterated its recommenda¬ 
tion for .some reduction in procure¬ 
ment prices. .Similar recommendations 
in the pa.st have been rejectetl out ot 
l|pnd by Chief Mini.sf»-rs with the 
Union Food and Agriculture Minister 
tailing in line aftci .some token and 
lei'bh' commenilatioii of the Commis¬ 
sion’s viewpoint. What the fate of the 
Commission’s latest report will be and 
how the Union Fiaid Minister, Fakh- 
ruddin Ali Ahmed, ss'ill handle the 
Chief Ministers on April 17 in the 
cfianged context of the Centre having 
vastly strengthened its political autho¬ 
rity will be interesting to watch. 

To the case forcefully made out in its 
past reports in favour of a gradual re- 
’diiction in procurement prices, the 
APC’s latest report adds a strong argu¬ 
ment from the income distributfor; 
angle and from the standpoint of the 
interests of the weaker sections of so¬ 
ciety. The issue is simple enough. If 
the commitment to end PL 480 im¬ 
ports this year is to be carried out, the 


proportion of foodgrains imported on 
concps.sional terms in the offtake of 
fiKidgrains through the public distribu¬ 
tion system will disappear within a 
short time. Already during the current 
year imports will account for only 40 
per c-ent of the offtake. If procure¬ 
ment prices arc kept as high as they 
are at present, the issue price of food- 
grain.s from the public di.stribution sys¬ 
tem will have to Ik; raised further to 
make up for the cessation of lower 
priced imports. This will have its ne¬ 
gative impact on the price level, not¬ 
withstanding the government’s much 
talked ot determination to hold the 
price-line. 

During the past several years, even 
as production and productivity of fcxul- 
grains have improved significantly, we 
have witnes,sed the odd spectacle ot 
procurement prices for the marketable 
surpluses, anti consequently also the 
issue prices of foodgrains, l>eing raist'd. 
The issue prices for the imported and 
Mexican varieties were more than 
tlouhled iM'twecn the end of 1961 and 
1970. In 1970 the issue prices of the 
white and amher varieties of indigen¬ 
ous and Mexican wheat were further 
raised. The procurement prices (for the 
common white variety) have, heen rais¬ 
ed from around Rs 52-57 per ijiiiiital 
in 1965-66 to Rs 76 per tjuintal in 
1970-71. 

The APe has estimated fliat given 
the .smaller proportion ol imported 
wheat enttTing the public ilistribiition 
system, a subsidy of Rs 35 crores would 
become necessary to 0|K‘rate the pub¬ 
lic distribution system in fixidgrains at 
the existing levels of procurement and 
issue prices. If the government does 
not provide this subsidy, the question 
will be whether the gap of Rs 35 cro- 
les will come out of the producers in 
the form of lower procurement price's 
or the consumers in the form of higher 
issue prices 

It is in this context that the A1*C 
argues for a small reduction in procure¬ 
ment prices keeping in view the income 
distribution effect of the two alterna¬ 
tives. With a general improvement in 
the availability of foodgrains and a 
fall in their market prices, the richer 
consumers have already switched over 
from the public distribution system to 
the free market. The fall in the offtake 
from the public distribution system is 


indicative of this and .suggests that it 
is mainly the poorer sections who now 
depend on the public distribution sys¬ 
tem. The burden of a further increase 
in the issue price of wheat, which will 
become inevitable if procurement prices 
are not reduced, will thus fall on these 
sections. The incidence of a reduction 
in procurement prices will, on the other 
hand, fall more on those who have sur- 
plu.ses to market — that is, the richer 
farmers. 

Wliile the case for a modest and gra¬ 
dual reduction of procurement prices is 
unexceptionable, there is sure to he 
strong resistance to the idea at the 
Chief Ministers' conference. The Chief 
Ministers of Andhra and Punjab will, 
one may be sure, put up a stiff fight 
against any such move and, as in the 
past, they will get sufficient support to 
have their W’ay unless the Union Min¬ 
ister presiding over the conference takes 
a firm stand. 

The cry against an> suggestion to 
levy an agricultural income-tax or to re- 
iliice procurement prices is always rais¬ 
ed in the name of the pixir peasant. 
.\rgumpnts are put forward about the 
iKS-d for offering remunerative prices to 
the pea.sant and about his high exists of 
production. The trouble is that data 
on costs of production in agriculture 
are still incomplete so that the large 
margins of profit that a farmer produc¬ 
ing sizeable marketable surpluses, 
through the use of high-yielding varie¬ 
ties and fertiliwTs, have- not heen pro- 
perls established. However, such evi- 
elencc as is available i.s enough to show 
that the- clanioiii of the rich farmer 
lobby against lowx-r prices is totally 
baseless. 

The fami management studies, 
based on ad hoc surveys of selected 
areas, gave some data about costs of 
production. Taking paid-out costs, 
the cost of producing one quintal of 
whe4it in Muzaffarnagar district of UP 
III 1968-69 was found to be only Rs 
22.32. Even if co.sts were computed 
comprehensively, to allow for rent on 
owned land, depreciation. family la- 
Ixiur and all the rest, the cost per 
quintal worked out to Rs 37.84. This 
should give a very large margin ot 
profit to the farmer with an output of 
34.82 quintals per acre and the pro¬ 
curement price of Rs 76 per quintal 
which the government guaranteed to 
him for his marketable surplus. 
Another farm management study cover¬ 
ing the Ferozepur district in Punjab in 
the same year, when the rains had not 
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been so good and the inroductlon per 
acre was only 22.46 quintals, estimated^ 
paid out costs at Rs 37.94 per quintal 
and comprehensive costs at Rs 67.45 
per quintal. 

In fiirm business the comprehensive 
costs conct^pt is not very meaningful. 
Paid out costs giv(“ a better picture of 
the .surplus accruing to the farmer. Abo, 
it should be reali.sed that in wheat a 
real breakthrough in productivity has 
been achieved on a fairly extensiv<- 
scale. In Ludhiana district in Punjab, 
for instance, production per .icre i.s as 
high as 35 to 36 quintals. 

It is in thi.s light that the A PC has 
suggested that ineentive.s loi larger pro¬ 
duction in agrieulture should not he 

SOUTH 


NO ONE, perhaps, was more startled 
than Brahmananda Reddi when very 
suddenly on the afternoon of March 26 
he had to make the announcement that 
there would lx* no inid-terin poll in the 
State. Ever sinc<* the Ixrk Sabha re¬ 
sults had been announced he had push- 
•■<1 aside all opposition in his p-arty. 
and pruriaiined that hy «bout the end 
of May there would be Aswmbly elec¬ 
tions in Andhra I’radesh. His rea.soning 
at that tiin<‘ was that tliis would en¬ 
able him to gain the maximum out f)f 
what goes l)y the name of ‘Indira 
llawa' and put the Telengana Praja 
Soniiti at a maximum disadvantage, 
especially as it may be difficult for it 
to gatlu'r fresli finane«*s .so soon. Ilis 
own colleagues Iroin Teleng.ina weie, 
of cour,s<*, somewhat apprehensive abo'ut 
the* ]x>ssil>ihty of flwir own re-election 
hut such Is their pitiable position that 
th«*y diire not open their mouths in 
the presentx* of th«* leadei. 

While the Telengana I’laja Samifi 
struck up a heroic posture and claimed 
that it was ready for electitms at any 
tinw, the other opposition parties v<*- 
hcmently opposed the move. The CPI 
and the. CPRM), in particular, came 
out with very strongly-worded and al¬ 
most identical statements. But the 
Chief Minister is the last person to 
bother either ahont dettirum or alxnit 
statements from tlx* opposition when 
the opposition lacks numbers. He felt 
himself to be in a particularly unassail¬ 
able position wlx-n he gathered the im¬ 
pression that the Prime Minister was 
not opposed to the idea but had left 
the final decision to him. The Electiim 
Commissioner had also assuretl him 


exclusively and for all times linked to 
a high procurement price. The empha¬ 
sis should now shift to protecting the* 
farmei’s profit margins through further 
improvements in efficiency and conse- 
r|iiential reduction in unit cost. The 
Commission has made pointed mention 
o! the kind of <*fficiency and lower costs 
which have been achieved in some 
areas and ha.s urged efforts to secure 
extension of such iinprov€»ments on a 
\\ ider scale to sustain the momentum 
ol growth. Meanwhile, the report of 
the Committci* of Experts on input 
Mists in agriculture is expected soon 
and should help the process of arriving 
at a rational view oi costs and incomes 
III agriculture. 


that the revision ol the electoral rolls 
could be ilone fairly quickly and, at 
any rate, in tinx* for elections at the 
end of May. 

Ciiite suddenly, however, he was in- 
foniied that in thi* context of the diffi¬ 
culties that had arisen following the 
c'liption of the crisis in Bangla Desh 
and due to the complicated position in 
Mysore, CJujarat, Orissa, Bihar and UP, 
it would be inadvisable to jump into an 
electoral frav at present. Since reli¬ 
ance is on ‘Indira llawa’ there was 
little that he eoulil do but announce 
the calling off. But it is significant 
that even at this moment he di.splayed 
his cxintempt foi his colleagues by not 
even going thioiigh the motions of ctni- 
sulting them. They were just called 
together to be informed almost at the 
same tune as when the announcitnent 
was being released to the Press. 

That the argument about Bangla 
Oesh, with My.sore and Gujarat thrown 
ill tor gooii measure, was a lot of balo¬ 
ney is proved by the fact that the Pri¬ 
me Minister was almost simultaneously 
holding talks xvith Telengana leaders, 
including thosi? in her pait>'. And prior 
to this she was pleading with Brahma¬ 
nanda Reddi that he. should come to 
tile Centre .so that more dynamism 
could be imparted to certain Ministries. 
I lei idea was that if this happened u 
I'clengana man could then become 
Chief Minister. Her own preference, 
it appears, w’ould have been for Choka 
Rao, the pr<*sent Congress head of the 
Telengana Regional Committee. But 
she would have also acceded to Brah- 
manonda Reddi’s choice of the present 
Pri'sident ol the APCC, Narsa Reddy, 


who comes from Ae Adilahad distriet 
of Telengana and who is at the mo¬ 
ment very mu<d) his man. Brahiaanan- 
da Reddi would, however, very much 
tesist going to Delhi recalling what he 
was able to do to Sanjiva Reddy after 
he was installed as Chief Minister as 
Sanjiva Reddy's man I 

While this tussle goes in the so- 
called elevated quarters and while due 
note should be taken of this tussle, It 
is more important to attempt to asses.s 
the mass mood in Telengana, The elec¬ 
tion results have showm that the sepa¬ 
ratist sentiment has gripped large sec¬ 
tions of the middle strata and some 
sections of the toiling people. The Te¬ 
lengana Praja Samiti has emerged as 
the largest political force in the region, 
having won 10 out of the 14 seats with 
a lead in some 60 to 65 Assembly con¬ 
st itiieneies. By the support it extend¬ 
ed to the Prime Minister at the na¬ 
tional level it was able to blunt the 
edge of the Congress attack, but this 
shoiilil not be taken to mean that it 
does not have a very poxverfiil mass 
b.ise which ri'sisted the appeal of Indira 
Candhi to vote for her official candi¬ 
dates. The Samiti has also shown that 
the separatist .slogan apart, there is 
ver>’ little to choose between it and the 
Congress. 

Nevertheless, the elections — which 
gave so man)’ seats to the Praja Samifi 
— have improved the i>rospeets for the 
iiiaiiitenaiiee of the unity of Andhra 
Pradesh. In the first place, the vot** 
for ihe Congress, the CPI and fh<- 
CPRM) was, in the main, a vote for 
integiation and this amounted, in the 
Telengana region, to almo.st as much 
as that secured by the Praja Samiti. 
SeeoiKll)-, the huge majority won by the 
Congiess in the Lok Sabha has reduced 
the bargaining power of the separatists. 
Tlvy realise that just now the masses in 
the region are in no mood for any agi-" 
tation or struggle for a separate Telen- 
gaiia, though they would welcome it il 
it came. And parliamentary manoeuv¬ 
ring is now far less possible. This state 
of affairs should sober the leadership 
of the Samiti. 

Chenna Reddy and others are enthu- 
sia.stically hailing the struggle in Bangla 
Desh and seeking a parallel in it for 
their own demand. This is based on a 
complete misconception. After all, the 
struggle for Bangla Desh Ixigan as a 
struggle for the. linguistic principle. 
And the injustices that were perpetrated 
ill East Bengal were the work of not 
lellow Bengalis but the industrial-mili¬ 
tary complex of West Pakistan. The 
Older of the injustice there was also of 
quit<* a different dimension from that 
which has been done to the inhabitants 


Twists in Telengana 

Mohit Sen 
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ci Xelengana. And the nuuaes of Bangla 
Desh rose in revolt against die imposi¬ 
tion of foreign military rule after their 
demand for autonomy had been spum¬ 
ed. • Finally, Pakistan came into being 
precisely as a rejection of the forma¬ 
tion of States basically on the linguis¬ 
tic principle. This rejection has now 
Ijeen rejected. 

Separation would not in any way 
help to solve the problems of the peo¬ 
ple of Telengana nor provide a better 
vantage point for the redressal of their 
grievances. It would, additionally, 
create problems for the growth of the 
Andhra nationality and it is on the basis 
of the growth of nationalities that In¬ 
dian unity, too, would prosper. 

At the same time, not only has one 
to recognise that grave injustices have 

ANDHRA PRADESH 

Rout of 

REVIEWING the outcome of the Lok 
Sabha poll in the State, the Andhra 
Pradesh unit of CPI has expressed its 
profound satisfaction over the "rout of 
the reactionary combine of Congress(O), 
Swatantra, Jan Sangh and SSP”. The 
party is also happy about what it calls 
the ‘radicalisation’ of the ina.sses of 
which, in its view, the election results 
were pnxif. But in the process of 
crowing over Indim Gandhi’s victo¬ 
ries, the CPI all but forgets in the 
elections it too suffered a total rout in 
Andhra Pradesh where the communist 
party once had one of its largest bases, 
after West Bengal and Kerala. 

True, the CPI managed to retain its 
solitary seat in the Lok Sabha from the 
State. But this was made possible only 
by the grace of Congress(R) which did 
not put up a candidate against the sit¬ 
ting CPI member in Cuddappah. The 
CPI candidate polled 1,90,849 votes 
this time against 1,91,736 in 1967. 
.Had the Congress(R) contested the seat 
the CPI nominee would certainly have 
lost, as happened in nine other consti¬ 
tuencies where the two parties clashed. 
The CPI polled fewer votes in 1971 
than it had done in 1967. That the 
party was conscious of the progressive- 
weakening of its hold over the masses 
in Andhra Pradesh was evident from 
its decision to contest a fewer number 
of seats this time. In 1971 it put up 
candidates for only 11 scats against 22 
in 1967. 

Except in a couple of constituencies 
where it marginally improved its posi¬ 
tion, the CPI fared worse this time in 
terms of votes polled. For instance, in 
the Elura constituency, which it had 


been perpetrated bbt also that senti¬ 
ments have been hurt. It will be ne¬ 
cessary to work out institutional arran¬ 
gements that would provide some gua¬ 
rantee against the contmuation or re¬ 
petition of these injustices. Above all, 
it is imperative that the people of this 
region be made to feel that they are 
not being abandoned to the not-so- 
tender mercies of the new rich from 
the delta districts in whose interests 
Brahmananda Reddi now rules. A tact¬ 
ful political approach should be adopt¬ 
ed and there are good chances of some 
kind of favourable response. There are 
also chances that this approach would 
be tried. 

And this might even now give a 
different and a better twist to the poli¬ 
tical struggle in Telengana. 


the Left 

very high hopes of winning, the CPI 
nominee polled 60,878 votes in 1971 
against just 1,61,407 in 1967. Similar¬ 
ly, in Nellore the party polled 34,266 
votes in 1971 against 72,223 votes in 
1987. And where the CPI improved 
its performance in terms of votes, this 
was mainly due to the fact that, unlike 
in 1967, the CPM this time avoided 
setting up candidates against it. In Sid- 
dipet constituency, for instance, the 
CPI nominee polled 79,851 votes in 
1971 as against 63,443 votes polled by 
the party in 1967. But in 1967 theie 
was a Cl’M candidate who had polled 
as many as 59,448 votes. Similarly, in 
Nalgonda constituency, the CPI candi¬ 
date polled 78,047 votes in 1971 
against 77,675 in 1967. But in 1967 
the CPM candidate had polled 40,070 
votes. Invariably, the CPI’s tally in 
1971 was smaller than the total com¬ 
munist vote in 1967. 

Before analysing tlie perfonnance of 
the Congress(O), Swatantra, Jan Sangh 
and SSP in tlie mid-teim poll, it is 
necessary to mention that two of these 
parties, xAz, the Jan Sangh and the 
SSP, hardly count for anything in 
Andhra polities. The Congress(O) and 
the Swatantra, along with the two Com¬ 
munist parties, were expected to pro¬ 
vide the major opposition to the Con- 
gress(R) in the mid-term poll. The 
Congrcss(O) had ten members from the 
State and the Swatantra three in the 
fourth Lok Sabha. But the emergence 
of the Swatantra party in the 1967 
elections bad been due mainly to Con¬ 
gress factionalism. All the three seats 
which the party had won in 1967 have 
now been recaptured by the Con- 


gre5s(R}. In 1967, the Congress fac¬ 
tion led by Brahmananda Reddi had 
openly helped N C Ranga and others 
against official Congress nominees as 
part of its faction fight against the 
Sanjiva Reddy group. 

As for the CongressfO), none of its 
leaders, except Sanjiva Reddy, is known 
and or has a following in the State. It 
is also significant that the CongressfO) 
did not set up candidates against many 
Congress(R) stalwarts in 1971. It did 
not set up candidates in a majority of 
the constituencies in the affluent delta 
districts of coastal Andhra; instead it 
concentrated on the Rayalseema region 
of the State. The Congress(O) thus had 
no candidates in Kakinada, Narsapur, 
Eluru, Gudivada, Machilipatnam, On- 
gole, Guntur, Narsaraopet, Nellore and 
Ankapallc. In these constituencies the 
Congress(R) set up candidates belong¬ 
ing to the landed gentry. The feeling 
among Congress{0) leaders was that 
they could not possibly oppose men like 
Raghuramaiah, M T Raju and a host 
of others since they belonged to “our 
ideology and represent our interests in 
Government and Parliament”. Thus the 
fight between the Congress(O) and the 
Congress(R) was a phony one, except in 
a few places whore Sanjiva Reddy and 
other known Congress(O) leaders were 
in the fray. In fact, in quite a few con¬ 
stituencies the Congress(O) eandidates 
had practically withdrawn from the 
contest. In Rajahmundry, for instance, 
the sitting Congress(O) member, D S 
Raju, virtually conceded a walk-over 
to CongnsssfR) nominee S B Pattabhi 
Rama Rao who is a well known indus- 
triali.sf and big landlord. In the cir¬ 
cumstance.'!, it is hardly .surprising that 
there is very little disappointment 
within the Congress(O) at the party’s 
rout in the poll. 

The CPI, however, can have no si¬ 
milar reason for satisfaction. It con¬ 
tested eleven seals, nine in Andhra and 
two in the Telengana region. In two 
constituencies, Cuddapah and Siddipet, 
the Congress(R) did not oppose it. And 
except in Guntur there was no clash 
between the Communist parties. Of the 
nine s-'ats, the CPI had hopes of win¬ 
ning at least five. But as things turn¬ 
ed out, in all the nine constituencies 
where it was opposed by the Con- 
gress(R) it suffered crushing defeats at 
the hands of candidates coming from 
the big farmer and capitalist clas.ses. 
Thus, if one goes beyond party labels 
and looks at the socio-economic inte¬ 
rests represented by the candidates, it 
was not ‘reaction’ which was routed in 
the 1971 election but the Left. The 
CPI is, of course, entitled to its illusions 
and delusions. 
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The Resource-Gap 


THE Senate ot the University of Bom- 
Imy reeently consiclered the university’s 
hudget for the year 1971-72. Total 
income lor 1971-72 is estimated at 
around Rs 259 lakhs and expenditure at 
Hs 282 lakhs, leaving a deficit of about 
Rs 28 lakhs. Of this, Rs 15 lakhs fall 
in the general fund and the rest in the 
so-called ’centenary’ or development 
funds. 

The laigr'st contribution to revenues, 
about Rs 60 lakhs, is from conducting 
examinations. In fact, conducting the 
various examinations is quite a profit¬ 
able opciation loi the university; it 
leaves a net surplus of Rs 17 lakhs. 
The situation may he substantially the 
sani<- in the othei universities and may 
jiailially explain universities’ reluctance 
to undertake any meaningful examina¬ 
tion reform. Another item yielding 
profits is, siirpi isingly, the student hos¬ 
tels which leave a surplus of about Rs 
1 lakh. This, of course, does not take 
into account an>' possible return on the 
investment in buildings, etc, but educa¬ 
tional institutions do not generally con¬ 
sider that aspect anyway. Now that 
the univi'isilx is planning to start cor- 
respoudener- couises, that should prove 
aiioth»‘r somee ot sizeable income. 

The major cause of the deficit is the 
post-giaduale in.stiuction and research 
activities of the university — which 
are the raison d’etre of a university. 
.As such. I'xpenses incurred in con- 
iii'ction with these activities have to he 
accepted as a matter of course. How¬ 
ever. a closei look reveals .some dis- 
tiiibing trends here. 

Cosn.x .Aomimsthation 

The iidministiative. expenses of the 
university are Rs 27 lakhs, out of total 
lecuiiing expen.ses of Rs 171 lakhs. 
Kurthei, in most of the departments, 
tin' i)a\- o( the adininistratm; personnel 
is ovei 20 iM'i cent, sometimes as high 
as 40 iier cent, of the pay of the aca- 
dmnie peisonnel. Even our professors, 
it .seems, me not immune to the com¬ 
mon Inilian piactier- of stalling any ol- 
liee with an army ol clerks, attendants, 
ireons and othiT supenuunciaries. In 
the case ot the university library, one 
is faced with the .situation of an ex- 
ireudituie every year of over Rs 4..5 
lakhs on the establishment and only Rs 
1..5 lakhs on new acquisitions. Even 
granting that the work of a library is 
cumulative in nature, this relative dis¬ 
tribution ol resources calls for some 


eaielul .scintiny. 

The univcisily’s efforts at cxmvincing 
the public and the Government about 
its need for larger resources have not 
apparently l>een fruitful. Post-gradu¬ 
ate teaching and re.search activities ne¬ 
cessarily involve much more investment 
in library and laboratory facilities and 
in improvement of teacher-student ra¬ 
tios. As such, the norm for govern¬ 
ment subsidy to a university has to be 
different from that to a college. It is 
not clear it there is any sustained effort 
loi collecting endowments and dona¬ 
tions, at least for capital xx'orks. 

BkiVVEEN Two SlXXJLS 

In the matter of its capital invest¬ 
ment, the university seems to have fal¬ 
len between two stools. Of the total 
of well over Rs 1 crore available to it, 
loughly halt has been spent on the ex¬ 
isting complex in the Fort area and the 


THE Budget session ot tbi; State As- 
seunbly is faced with the reality of a 
huge budget deficit of Rs 44 crores. 
The allocation for I’lan expenditure in 
1970-71 had to he slashed from Rs 41 
crores to Rs 38 crores, out of which 
the Centre's contribution was Rs 33 
crores. The allocation for 1971-72 is 
slightly higher at Rs 42 crores, out of 
which the Centre’s share is Rs 37 cio- 
res. According to Finiintx- Minister Tri- 
pathi, the hug<' deficit in the 1971-72 
budget is the cumulative effect of the 
increasing burden of revenue expendi¬ 
ture and debt servicing and larger Plan 
expenditure. Another factor is the ex- 
p<-nditure on flood control. 

In his Budget speech the Finance 
Minister refened to the unanimous re¬ 
commendation by the Chief Ministers’ 
Committee of the National Develop¬ 
ment Council to allocate a portion of 
the receipts from the additional Central 
excise duties on tobacco, textile and 
sugar to the States. ’The Assam Govem- 
tnent hopes to get about Rs 17 crores 
on that account from the Centre. The 
eoi responding benefit to be derived by 
Meghalaya will be .ibtnit Rs 1.35 cro¬ 
res. A member of the A.ssemhly con¬ 
tended that Assam’s contiibution to the 
Centre by way of taxation and duties 


rest on the new campus site at Kole- 
Kalyan. As a result, the investment at 
neither of the two places can be con¬ 
sidered adequate. With the passage of 
time, this problem is going to be ag¬ 
gravated, unless there is another mas¬ 
sive injection of funds, which seems 
doubtful. 

The budget and the accompanying 
annual report give little evidence of 
long-term planning or of any aware¬ 
ness of likely future problems. There 
are no estimates of the number of stu¬ 
dents likely to be enrolled in a given 
course next year, lot alone five years 
fiom now. With the prolific increase in 
the number of colleges all over the city, 
an idea which may be seriously con¬ 
sidered is that of granting a substan¬ 
tial measure of autonomy in the matter 
ol syllabi, and conducting of examina¬ 
tions to colleges grouped together more 
or less on a geographical basis. There 
i^ also something to he said for groups 
ot colleges coming together to reduce 
overheads, at least in non-instructional 
matters. 


came to about Rs 431 crores annually, 
whereas the Centre’s contribution to the 
.State’s budgetary resources was only a 
fraction ol this amount. The figure of 
Rs 431 croies seemed unbelievably 
large, yet it went iinrefutcd by Govern¬ 
ment spokesmen. In.stead, the Chief 
Minister came out with a note on the 
Centre’s contribution to the State hy 
way of grants, plan assistance and loans 
which, according to his figures, seemed 
to add up to about Rs 139 crores an¬ 
nually. 

■Rati i.e fob Justice’ 

The enthusiasm shown by all .sec¬ 
tions of the A.s.sam Assembly for Muji- 
Inir Rahman’s autonomy movement in 
East Bengal has to he seen in the cem- 
text of, what the MLAs believe to be, 
the State’s battle for financial justice. 
There is, oi exmrse, anger at the bru¬ 
tal treatment of the naticmalist Benga¬ 
lis in East Pakistan. But there was 
also the lurking hope in the minds of 
the legislators that Mujib’s fight would 
give them ‘spiritual courage’ to launch 
their own internal campaign for more 
financial autonomy. The additional ex¬ 
cise duties, as demanded hy the Com- 
jnitt<*e of Chief Ministers, come xiJithin 
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item No 84 of the Union List in the 
Seventh Schedule. The legislators, in 
their bid to wrest mure financial powers 
from the Centre, are likely to ask for a 
change in the Seventh Schedule, with 
a view to transferring to the States the 
powers given under items No 86, 87, 53 
and 54 of the Union List. The tenden¬ 
cy to agitate for more powers for the 
State Governments is evident all over 
India and is likely to gather nioraen- 
tiim in Assam too. 

The Budget speech also highlighted 
the inefficiency of traditional methods 
of administration. For example, the 
revenue department will spend about 
Rs 2.07 crores in 1971-72 to collect an 
estimated revenue of Rs 7.34 crores. 
The State income, according to the Fin¬ 
ance Minister, is increasing at a late 
of 1.9 per cent, while State per capita 
income is decreasing at a rate of 0.9 
per cent. The index of wholesale prices 
rose by about 2.6 per cent in 1970-71 
as against a 7.6 per cent decrease in 
the previous year. The heavy damage 
caused by floods every year continues 
unabated, the average annual loss 
amounting to Rs 13 crores. The Brah¬ 
maputra Commission, brought into 
being just before the election, raised 
hopes but has been incapacitated by 
lack of funds. The State Government 
now propo.ses to transfer the subject of 
Brahmaputra control to the Centre, as 
it finds that it is not possible for it to 
finance the project. 

Not So Gbeen 

The green revolution is not so green 
in Assam. Production of jute actually 
declined from 10.82 lakh ‘gaths’ in 
1969-70 to 9.37 lakh ‘gaths’ in 1970- 
71. The Budget speech gave no de¬ 
tailed figures for foodgrains, but there 
is feason to believe that the increa.se in 
foodgrains production in 1970-71 was 
not proportionate to the money and 
•energy spent on agricultural assistance 
programmes and on irrigation. Ftxid- 
grains production in 1970-71 is esti¬ 
mated at 18.06 lakh tonnes which is 
marginally higher than the 18.40 lakh 
tonnes achieved in 1969-70. The out¬ 
put in both years was, however, lowci 
than the figure of 20.76 lakh tonnes 
touched in 1968-69. The target for ne.vt 
year is 23 lakh tonnes. Till December 
1970 Rs 80 lakhs had been disbursed 
as agricultural loans to small cultiva¬ 
tors, the Finance Minis-ter claimed. But 
verification may show that the benefi¬ 
ciaries were not all small cultivators. 

The Bongaigaon refinery is expected 
to produce 35,000 tonnes of DMT 
which is proposed to be used to pro¬ 


duce 29,500 tonnes ol polyster fibre. 
Out of this, 26,500 tonnes of fibre will 
be mixed, as yarn, with cotton, silk 
and endi and nutga products to produce 
a new type of cloth lor the export 
market. The Government apparently 
believes that the production cost will 
be low enough for the cloth to compete 
in the world market. Muga and endi 
yarns aie lound only in A.ssam. Cloth 
matle out of Uiem has been much in 
ilemand in the world market. 

Assam’s industriabsation prograinme 
includes also the following .schemes: 
(1) a Rs 17 ciorc paper mill at Jogi- 
ghopha; (2) a Rs 5 crore aromatics fac¬ 
tory at Namriip. (3) expanding the ca- 

BRUSSELS 


THE crowd of angry fanners th.it 
swept through the main streets of Brus¬ 
sels smashing shop windows, uprooting 
traffic lights and burning trams did 
more than material damage: it undei- 
mined confidence in the EEC’s com¬ 
mon agricultural policy (CAP) and ex¬ 
posed the anyth that this policy has be¬ 
nefited those it w;is designed to help — 
the small farmers. The presence at the 
demon.stration, organised by their pro¬ 
fessional organisations, of some 100,000 
farmers (not only Belgian but also 
French, West German and Dutch) was 
sufficient proof tliat the much vaunted 
CAP has turned out to be largely inef¬ 
fective in protecting the level of farm 
incomes. The farmers’ violence was 
only an indication of the extent of their 
frustration. 

What has gone wrong? It is imper.i- 
tive that the question be answered 
quickly — considering that the Six 
have spent more tmie, effort and money 
on the agricultural sector than on any 
other sector, to the point where the 
CAP represents the cornerstone of the 
Common Market. And the answer that 
suggests itsell merits study beyond the 
confines of the EEC, for the lesson to 
he drawn from the Community’s expe¬ 
rience has a wider application than may 
seem possible at first sight. 

Put brief!)-, the Six’s experience 
ixiints to the difficulty of using the 
price mechanism to achieve social 
ends. One of the main aims of the CAP 
has been to enable farmers to enjoy a 
standard ol living equal to that of in¬ 
dustrial workers and others living in 
urban communities. To this end tlie 
EEC’s agricultural sector has been lar¬ 
gely isolated from the world market in 


pacity of the Cherrapunji cement fac¬ 
tory from 250 tonnes to 850 tonnes and 
the building of a ropeway; (4) a gas 
pipeline from Naharkatiya to Namrup 
and another from the Namrup fertili- 
.ser plant to the Moran gas grid; (5) a 
caustic soda and chlorine factory in 
Jogighopha; (6) a cement factory at 
Bokajan; (7) a fruit preservation unit in 
Cachar; (8) a dehydration plant in Tez- 
pur for vegetables; and, (9) further ex¬ 
pansion of the Tea Auction Market es- 
l.iblished on September 25, 1970. The 
list is impressive, but is still a dream. 
Promise of industriali.sation seems to be 
the new political tranquiliser. 
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agricultural products (liy means of the 
variable levy, which has largely re¬ 
placed tariffs), even while domestic pri¬ 
ces have been fixed at levels consider¬ 
ed necessary to ensure farmers a reason¬ 
able income. 

How CAP Works 

The basic mechanism of the CAP is 
simple enough. The agricultural minis¬ 
ters ot the six member countries fi.x 
each year in advance the prices for a 
series of agricultural products, at le¬ 
vels which .should ensure farmers a 
reasonable rate of return. The depres¬ 
sive effect imports may have on prices 
is largely neutralised by means of the 
variable levy; a fall in world market 
prices simply means an increase in the 
import levy. At the same time, the de¬ 
pressive effect of an excess of produc¬ 
tion over demand is kept in check by 
means of what amount to support pri¬ 
ces. (These are the prices at which the 
fanner can sell to the Community, al¬ 
though there generally is a limit to the 
amounts the latter will buy at the sup¬ 
port price.) 

Such a system can be used to ensure 
even the most inefficient farmers 
a reasonable income, provided prices 
arc fixed at levels based on their 
needs. But such a system would turn 
out to lie exorbitantly expensive be¬ 
cause it is bound to give rise to sur¬ 
pluses which will have to be bought up 
at the support prices. Certainly in the 
Common Market prices have not been 
fixed at levels nearly high enough to 
ensure West German hill fanners, for 
example, an income comparable to that 
of West German factory workers. 

If they had, farm incomes would 
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have kept pace with urban incomes, 
whereas the evidence suggests that the 
gap is widening. Unfortunately the 
gap between the incomes of the vari¬ 
ous categories of farmers is widening 
also: the rich farmers are growing 
richer, the poor are being forced off 
the land. If the small fanners were in 
a minority this would not be so seri¬ 
ous; but the plain tnith is that the 
great majority of Common Market farm 
holdings are less than 10 hectares in 
size. 

Thus according to the European 
Commission's latest report on agricul¬ 
ture in the EEC, some two-thirds of all 
farms in West Gennany are less than 
10 hectar-s in size; in fact, nearly 50 
per cent of all West German farms 
were below 5 hectares in 1969 (that is, 
some five years after the CAP was 
adopted). The situation is a good deal 
worse in Italy, where in 1967 nearly 
75 per cent of all farms were below 5 
hectares in size. Only in France is the 
proportion of small farms relatively low: 
in 1967 just under 30 per cent of all 
farms were less than 5 hectares in size. 

Uneconomic Farms 

The Commission’s own studies (car¬ 
ried out some three years ago) demon¬ 
strated that fanns of this size are total¬ 
ly uneconomic; that is to .say, their pro¬ 
duction costs are so high that even with 
the EEC's price support programme 
farmers on these small farms are un¬ 
able to earn enough to enjoy a relati¬ 
vely d 'cent standard of living. Simply 
in order to make both ends meet the 
farmers with small holdings must work 
from dawn to dusk in conditions of 
virtual .slavery to the land. (This is pos¬ 
sible only because most small farms are 
family-owned.) 

The CAP elearly has done little to 
improve the lot of small farmers. But 
not all EEC farms are in this category. 
Even though the small farms outnum¬ 
ber the large ones, the fact remains 
that the larger farms account for much 
of the agiicultural land. Thus in Ger¬ 
many, where nearly 50 per cent of all 
the farms were below 5 hectares in 
1969, such farms nevertheless account¬ 
ed for only 10 per cent of the farm 
land. Farm.s of 50 hectares and over 
also accounted for 10 per cent of the 
'otal agricultural land, although such 
farms were a mere 1.3 per cent of all 
German farms. The Jtuation was per¬ 
haps even more unbalanced in France, 
where farms of 50 hectares and over 
accounted for 30 per cent of the total 
farm land (but only 6.5 per cent of 
the total number of farms). 

If the CAP has proved largely inef¬ 


fective it is in large part because of ihe 
pattern of land distribution in the EEC. 
The small farms have failed to benefit 
from the higher prices, and as they are 
in the majority fann incomes have fail¬ 
ed to keep pace with uiban incomes. 
Worse yet, the creeping inflation of re¬ 
cent years has resulted in a .steady eio- 
sion in the purchasing power of fann¬ 
ers. Part of this erosion could have 
Ireen off-set by an increase in the offi¬ 
cial prices, hut for the last three yeans 
they have remained imchanged. 

AGHican,TimAi, Surflusss 

The reason for the ministers’ refusal 
to increase agricultural prices under the 
CAP is a simple one: in recent years 
the Community has had to contend 
with mounting agricultural surpluses 
due, or so it has been argued, to tlie 
high level at which these prices were 
initially fixed. By leaving agricultural 
prices unchanged the ministers hoped 
to reduce output, for given the rate of 
inflation in recent years the inevitable 
result of their policy has been a steady 
fall in the support prices in real terms. 

But what the ministers seem to have 
overlooked is that these vast agricultural 
surpluses are produced on the larger, 
more efficient farms. The small far¬ 
mer, barely keeping his head above 
water, is not contributing to them. On 
the other hand, he has been the first 
victim of the government’s refusal to 
raise farm prices. Of course, this xx>- 
licy has affected production on the large 
farms also but to what extent Is not 
clear as yet. 

The farm policy the Six need to pur¬ 
sue obviously is one that raises the in¬ 
comes of the small farmers and at the 
same time prevents surpluses from 
building up. Clearly it is not enough 
to raise agricultural prices; a determin¬ 
ed attempt must also be made to im¬ 
plement structural reforms. This means 
essentially encouraging farmers to leave 
the land in order that the size of the 
remaining farms may be increased. As 
farms are modernised, price levels 
should be cut hack in order to prevent 
the creation of fresh surpluses. 

Ironically enough, the European 
Commis.sion in Brussels has been press¬ 
ing the six member governments to 
carry out structural reforms for some 
years now, and in 1968 it put forward 
a comprehensive plan, popularly known 
as the Mansholt Plan after the member 
of the Commission responsible for Com¬ 
munity agriculture. The Plan was 
strongly criticised by farm organisa¬ 
tions because it called for the voluntary 
retirement of some 5 million farmers 


over a 10-year period. The EEC Gov¬ 
ernments refused to act on it, in a num¬ 
ber of cases because they were operat¬ 
ing similar plans on a national basis. 

Nxed tor Urgent Action 

But the creation of a sin^e market 
for agricultural products has made the 
need for action on a Community basis 
more urgent than ever before. Fortu¬ 
nately the Italians, who have by far 
the largest farni population of any of 
the the Six (20 per cent of the total 
labour force as against an EEC aver¬ 
age of 14 per cent), supported the 
Commission’s demand at the recent 
meetings of the six agricultural minis¬ 
ters. But they refused at the same 
time the German demands for higher 
agricultural prices, although the Com- 
mi.ssion conceded the political need for 
an increase after the 3-year standstill. 

In the end, a compromise was work¬ 
ed out, linking a limited programme of 
structural reforms to a series of mo¬ 
dest price increases. As these increases 
are too low to be of much help to 
small fanners, the Commission’s pro¬ 
posals provide for the payment of direct 
subsidies to them over a 6-year period, 
by the end of which time they should 
be able to stand on their own feet. 
(The proposals also provide for com¬ 
pensation to farmers over 55 who 
want to leave the land, to be partly 
financed out of the Community's agri¬ 
cultural fund.) 

According to Mansholt the need foi 
structural reform has become even more 
urgent with the greatly improved pros¬ 
pects for the enlargement of the Com¬ 
mon Market. Of the four applicants, 
only Norway has an agricultural sys¬ 
tem even costlier than that of the Six. 
European farmers therefore must mo 
demise their own system within '■the 
next few years in order to be able to 
compete successfully with British, Da¬ 
nish and Irish farmers. 

Modernisation is necessary also be¬ 
cause the stimulus to production which 
price increases have provided so far 
probably will no longer he available 
after the UK joins the Common Mar¬ 
ket. The British are expected to resist 
any increases, for during the transi¬ 
tional period they will have to bring 
their own prices, which are often well 
below those fixed by the Six, into line 
with the latter. It is significant that the 
French, who have been raising their 
agricultural prices following the deva¬ 
luation of the franc, were against any 
widespread price increases at the re¬ 
cent meetings of the agricultural min¬ 
isters. 


778 



REVIEWS 


A Fine Show 

Ashok y DesaJ 

Growth and Choice: Essays in Honour of U N Ghosal; Tapas Majumdar 
(ed); Oxford University Press, 1969; pp xiv + 104; Rs 15. 


CONSIDER the following matrix A of 
the characteristics of the authors (1, 
preface and contents): 

Domicile 



W 

>* 

s •- 
1 i 



Second Name 

C A 

i/i g 
.8 




cu U 

Q ^ 

Oth 

Del 

•a 

o 

Kumar 

1 

1 

1 

0 

Kanti 

1 

0 

0 

0 

San joy 

0 

0 

1 

0 

No known name 

: 1 

1 

0 

1 


Define the identity vector I and the 
sex vector S (where 1 stands for male, 
0 for female) as follows: 

( 1 ) ( 1 ) 

( 1 ) ( 1 ) 

1= (i) , .S= (1) 

( 1 ) ( 1 ) 

It follows immediately that IAS=1AI 

In words, we get the highly illumi¬ 
nating conclusion that, whatever their 
second name (or lack of it), and 

wherever they are in the world, all the 
authors are male. 

Tlu‘ technique we applied above is 
highly potent. If you wish to see just 
how potent, prove: (a) that all the au¬ 
thors are teachers, (b) that they all have 
m*re or loss black hair. 

Hint: assume it. 

In fact, the authors are so important 
• that a collective allocation of attention 
among them is evidently inefficient, 
and an individualistic allocation is call¬ 
ed for. We shall start with the top left 
comer of the matrix, and progress 
rightward and downward. 

Theory of Fixed Capital 

A factor of production will bo usi'd 
in a quantity which will equate the 
ratio of its price to the marginal cost 
of the products and its marginal pro¬ 
duct. In equilibrium, marginal cost 
equals price. Hence the marginal pro¬ 
duct of a factor must equal the ratio 
of the factor price to the product price. 

Evidently, this equality is possible 
only if the quantity employed of a far-- 


tor can be varied. If the factor, once 
bought, la.sts for a certain minimum pe¬ 
riod, thfe equality will obtain for that 
period, and not for any part of it. If, 
however, there are other factors of pro¬ 
duction whose quantities can be varied 
over a shorter period, the equality will 
bold in their ca.se for shorter periods. 

This is essentially the point behind 
Bagehi’s algebra. He assumes two in¬ 
puts — one whose quantity can be va¬ 
ried over a unit period and anothi'r 
whose quantity cannot be varied over 
less than t periods. He finds that our 
equality applies to the first factor for 
each of the t periods, while it applies 
to the second factor over the ( periods 
as a whole. 

The conclusion that follows his alge¬ 
bra is, however, like the end of a suif 
ride. lie says. “The level of employ¬ 
ment of any flow input in any period 
can be determined only when the mar¬ 
ginal productivities of the stock input 
are known in all the periods of the 
planning horizon, and the latter in turn 
requires the knowledge of the level of 
employment of the flow input in all the 
periods taken together”. The sugges¬ 
tion of indeterminacy, however indi.s- 
tinctly put, is mistaken. The level of 
employment of any flow input in any 
period can be determined from its mai- 
ginal product curve and from Bagehi’s 
equation (5a) without any reference to 
the stock input; nor does the calcula¬ 
tion of the marginal product of the 
stock input niquire any information 
about the flow inputs. 

Bagchi makes a very valid point th.it 
durable capital requires calculations in 
which future prices enter, and to th.it 
extent introduces the possibility of 
trustration of expectations. But this is 
tnie. of any iirocess which takes time, 
and not peculiar to ones involving fixed 
capital. One can imagine agriculture 
carried on with virtually no fixed capi¬ 
tal (e g, a primitive .system of ihwii 
cultivation) which offers scope for frus¬ 
tration of expectations merely by virtue 
of the time lag between the application 
of flow inputs and the gathering of the 
crop. For expectations to come right in 
this situation, one would need not only 
putty-clay fixed capital, but putty-clay 
circulating capital and putty-clay la¬ 


bour as well. Putty-clay capital (which, 
contrary to Bagehi’s assumption, b not 
the same as circulating capital), is just 
a semantic trick to cover up the assump¬ 
tion of perfect foresight. 

Case X: The Case of Deadly Dmveb 

Take a Delhi car driver approaching 
a closed railway crossing where one car 
is waiting. He would be happiest if, 
when the gate is opened, he can get 
across before the other car. He would 
not mind too much if both can get ac¬ 
ross together. He would prefer that 
neither gets across rather than that the 
other would go first. The driver of the 
other car, being also a Delhiwallah, has 
identical preferences. 

Putting the strategy of getting across 
first as 1 and the strategy of being 
beaten at it as 0, we get the following 
preference orderings for drivers 1 and 
2 : 

F> (1, 0) FI (1, 1) F> (0, 0) F' (0, 1) 
F-J (1, 0) r- (1, 1) F* (0, 0) l« (0, 1) 

Applying the Desai cussedncss-real- 
ism criterion, we find that the crossing 
is just wide enough for two cars, the 
two drivers stand abrea.st, and when tlie 
crossing opens they find two cars facing 
them, blocking the road. Thus not only 
1 and 2 but 3, 4, ... n stand there 
doing (0, 0) as loudly as they can. 

All the drivers would 1 k‘ better off 
it (a) a battalion of policemen were to 
control the traffic, (b) the crossing were 
made wide enough foi n cars, or (c) all 
c.irs were abolished. 

It IS thus proved that (1) Sen’s list of 
U.mies IS an open set, (2) his catalogue 
of cases is an open set, and (3) there is 
.1 bureaucratic, a capitalist and a Gan- 
dhian collectivism. A socialist collectiv¬ 
ism has not yet been discovered 

Blissl.snd’s Treasure rv Foreign 
Trade 

The ultimate state ot the economy 
can be of interest only to philosophers; 
and hardly any economist is known 
to have kin in that ijuarter, apart from 
Amartya K Sen. If, nevertheless, the 
ultimate state is one of the favourite 
topics of economists, it must be attri¬ 
buted to the universal spread of edu¬ 
cation in calculus. 

Yet, calculus is not an undemanding 
mistress; it imposes its own discipline. 
If you came home with a polynomial, 
calculus would throw you up to infini¬ 
ty. The recipe for a happy life with 
calculus is to confine oneself to non- 
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linear expressions whose derivatives, 
however, do not keep spawning ever 
more tenns. Ramsey did it beautihiUy; 
no wonder he called his ultimate state 
bliss. 

An economy has no reason to stop 
growing and hence to have a determi¬ 
nate ultimate state, unless something 
essential to the growth stops growing. 
Ramsey called this essential factor utili¬ 
ty. However, there is not much point 
in regarding this utility as anything be¬ 
yond a general retardant; ior there is 
no evidence that there is any permanent 
psychological obstacle to a man engros¬ 
sing ever-increasing material re.sources, 
and the likelihood is far greater that 
an economy will grind to a halt through 
(•.\haustion of some natural resource 
than through satiation. 

A lertile breeding ground of calculus 
is international trade theory, and it is 
natural to wonder uhat would happen 
it it were married off to the Hamsc> 
Model. Bardhan married them, and 
what he found onh confirms the old 
Mr'xican proverb; Marry a woman 
with 20 children, and you will get 20 
step-children. All the laimhais of in¬ 
ternational trade thcors. such as opti- 
tnrim tariff or opfirruitn tax on loreign 
earnings, also crop up in his model Oi 
genuine fruits ot the marriage it.sell 
there is little evidence. 

Pii-oniM Fai.i..s into ihe That of 
LiQUIDI lY 

Ilow' might one classify assets lor 
the study of asset composition? A ge¬ 
nerally accepted answer would be du¬ 
rable consumer gooils, durable produ¬ 
cer goods, shares, bonds and money 
1 which, in India, would be dividetl 
into (bank) money that an Income-tax 
Officer might discover, and cash w'hich 
be cannot easily lay hands on|. Du¬ 
rable consumer goods are normally ex¬ 
cluded since unless one trades m 
them, they involve a loss on resale — 
i e, give a negative rate of return. But 
as a look inside popular actors’ houses 
would suggest, the subjective return on 
black money might at a stage fall be¬ 
low that on furniture and fittings. In 
inflation, the discount on holdings oi 
consumer goods declines and woulr. 
turn into a positive yield at some rate 
of price increase. The shift to goods in 
hyperinflation is well known. Rakshit 
does not deal with this aspect. He in¬ 
troduces a conrmodity called capital, 
but it is like neither producer goods 
nor shares. For an essential feahire ot 
both is that their yield goes up in in¬ 
flation, the yield of Rakshit’s capital is 
independent of the rate of price rise. 


Pilgrim Tiiaverse.s Tap of LipuiwTY 

As the Pilgrim trudged across the 
Economic Desert, he espied in the dis¬ 
tance the shining white peaks of the 
Great Inflation Range. After walking 
for 100 days he stood at the foot ot 
the towering mountain. He went into 
a shop to buy provisions foi the ardu¬ 
ous climb, when he heard .someone say, 
"No, don’t l)uy them”. Turning, he 
iouiul Mihir Rakshit standing next to 
him. "Pray, Teacher, why shall 1 not 
buy provisions for the juiirney?” he 
.isked humbly. The Teacher said, “A 
modiil Pilgrim buys no goods liefore 
Inflation’’. 

Swallowing his misgivings about the 
Teacher’s counsel, the Pilgiini asked 
humbly, “Then what .shall I buy, O 
wise Teacher?" The Teacher replied, 
"you might buy the Bond cow. It will 
not stand the ligours of Inflation well, 
it ill hi' a skeleton by the time you 
reach the top. But it will give you a 
steady flow ot milk while it lasts. Oi 
you might buy that Efiuity goal. It is 
an agile animal, you might lose it well 
befoic you leaeli the top. Its supply 
of milk is fiekle But it will thrive on 
the trek, and might end up eonsiderab- 
ly latter at the top. Or you might keep 
your money, while it will be almost 
worthless at the end oi the InN,itioii 
lange — that is at least a thing you 
ean be sure oi " “The ehoiee is so wid<', 
Teachei”. said the pilgrim, “it makes 
Illy head swim. W'hat shall I buy?’’. 
'■.Siiiely, Pilgrim’. said the Teaehei, 

' you should know yom Soul now. Ask 
it how you ean maximise yom spiritual 
utility.” The Pilgrim fuitively looked 
around for his Soul, hut theie was no 
one else around. Aiiaid nf looking a 
tool, he bought up the cow ami tlie 
goat, 'VVliih' tlie Teacher looked away, 
the Pilgrim al.so bought some potatoes, 
(ii.st in case. 

On the way ni), the Pilgrim almost 
starved to death. He finished up the 
low and tlie goat, lie reached the top 
famished, W'itb one potato left in his 
portfolio. lliiable to go luither, he 
started growing potatoes and si'lling 
them at a lantastie price to starving 
pilgrims. 

One day, when the Teacher was edu¬ 
cating a pilgrim, a white round object 
flew dowTi and plonked on his head. 
Startled, he picked it up to find a po¬ 
tato wrapped in a piece ot paper. On 
the paper was written, “O most exalted, 
revered J^resident 1 How right you 
were! I have found bliss. If you had 
let me liuy more potatoes than I did 
behind your back, 1 would have gone 
on and fallen ultimately into the Trap 


of Liquidity. You have not only saved 
me, you contribute handsomely to my 
bliss by sending more starving pilgrims 
every day. Keep it up. Teacher, and 
you will get a potato a day from now.” 

Apart from those discussed above, 
there are four excellent papers in the 
book under review. Ashok Cuba con¬ 
structs a simple tw'o-sector growth model 
and u.ses it to explore stability condi¬ 
tions of neoclassical models. Tapas 
Majiimdar, in an elegant demonstration, 
establishes tlie conditions under which 
majority decision procedures give con¬ 
sistent lesulfs (ie, satisfy the transitory 
conditions). Sukhamoy Chakravarty in¬ 
vestigates the growth paths of finite 
horizon models, which have a strong 
appeal in the general myopic conditions 
obtaining, and points out that they lead 
to capital decuniulation in later years, 
except under very special assumptions. 
-■Vlit Das Gupta uses a game theoretic 
approach to take some effective swipes 
at unbalanced growth men, and ties 
them up into a neat public-private 
knot. 

But I am too agitated to comment 
on these contributions. For, when I be¬ 
gan to read this book I thought I 
should write the review in the form of 
.1 simple man’s guide to the book. As 
I jrroeeeded tiuther, however, I found 
I uas the simple man in need of a 
guide. Finally, when I closed the book 
1 had the feeling that all except the 
eight aiithois were simple men, more 
111 less. The logical implication, that 
Ihe fiist and only edition of the book 
would consist ot 10 copies — one each 
foi the authors, the writer of the 
jnelaee. and U N Gliosal, to whom 
tlie l)ook is dedicated — is patently 
eontrailieted by the eleventh copy in 
iny hand. 

In the process 1 find that I have 
wiitfeii a rather irreverent and irrele¬ 
vant review. I expect it would not 
make matters much worse if 1 conclud¬ 
ed it with a poem by Ericli Fried 
(ireely translated). 

To gather hope 
from soluble problems 
from possibilities 
from all 

that promises, something 

To save up 

strength 

for what 

is really 

to lie done 

So grows 

silently 

the stock 

of unused 

despair 
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When America Was Reticent 


valence of British policy over weak 
American initiatives. 


B Ramesh Babu 

American Diplomacy and Independence for India by R C Jauhri; Vora 
and Company, Bombay, 1970; pp xi + 160; Rs 12. 


WHAT role did the United .States play 
in Indo-British relations (luring the final 
decades of the independence movement 
in India? This has been a natural and 
rather popular subject for Indian resear¬ 
chers working in Indian as well as Ame¬ 
rican universities. Several studies—books 
as well as periodical articles — dealing 
with this theme have preceded the book 
under review and many more are cer¬ 
tain to tread these much traversed by¬ 
lanes of history. Jauhri's study does not 
reveal the extent oi familiarity vvitli cur¬ 
rently available research that one might 
hope for. Most of the research studies 
in this sphere are not even mentioned 
ill the bibliography. Among the most 
recent publications trom which Jauhri’s 
study could have benefited, the series of 
articles written by the Venkataramani 
and Srivastava team are notable. 

Jauhri’s book is cosnmendable because 
it is a balanced account which avoids 
the two most common iiitlalls characte¬ 
ristic of most of the already published 
studies: 1) the predilection to exagge¬ 
rate the very limited pait played by the 
United States Government and 2) the 
tendency to berate Ameiican leadeis for 
their lack of vision and coinage. Jauhii 
unfolds the stoiy of the slow and gra¬ 
dual growth of the Ameiican piesence 
trom early commercial contacts to lormal 
and limited diplomatic intervention. Due 
attention is given to the patriotic Indian 
groups and associations like the Cihadr 
Party, Young India. India Home Kiilc 
l.caguc and the Indian Independence 
League, etc. In appraising their activi¬ 
ties, the author points out the very li¬ 
mited impact they had on tlui general 
American public but also notes the ac¬ 
tive suppoit ol some individual Aineii- 
cans. 

Sponi D 1 A 1 . 0 GUF 

The Second World VV'ai inevitably ad¬ 
vanced American iiiteiest in India to the 
official and diplomatic level. At each 
and every stage of this tiansition. cau¬ 
tion, reluctance and circumsirection cha¬ 
racterised the U.S Government’s attitude. 
The posture and policy of Churchill and 
tire response of Roosevelt and Iris top 
advisers (Hull, Welles and Hopkins), na¬ 
turally attracts the close attention of the 
author. To characterise this phase of 
the Anglo-American relationship in the 
midst of the War as a “Rooseveit-Chur- 


chill Dialogue”, however, seems to be an 
exaggeration. The account given in the 
chapter, brings out the fact that this 
"dialogue” was sporadic and at best 
spotty, not continuous or su.stained. As 
the Japanese advance towards India 
continued unhampered, American con¬ 
cern over India’s security and its conti¬ 
nuation as the key base in the India- 
Burma-China theatre deepened accord¬ 
ingly. Roosevelt and his chief executives 
were anxious not to allow the War ef¬ 
fort to be hampered in any manner. It 
was at this critical juncture that the 
Quit India Movement was launched. 
Roosevelt and some of his top officials 
were not sure if the British were going 
about the business of enlisting Indian 
Mippcrrt for the War in the right man¬ 
ner. But they consistently deferred to 
the forceful personality of Churchill, hi.-> 
elociuence, and more important, his 
stiategically effective stand that Indian 
affairs were domestic aspects of the Em¬ 
pire and in any case his government 
knew more about the whole business 
than his American allies. The Churchill- 
Koosevedt eiiuation in relation to India 
was such that the missions led by John¬ 
son and Phillips were destined to fail. 
One can only regret the. frustrations ol 
these able and sincere officials. That the 
Viceroy was successful in not allowing 
Phillips to even .see Gandhi Indore his 
departure from India, is .symbolic of the 
initial ambivalence and the ultimate pre- 


In book format 


Missed Opportunities 

.Soon after the end of the Second 
World War the British Empire inevit¬ 
ably shrank. The tortuous course of 
events immediately preceding Indian 
Independence and the hesitant and at 
best, subdued, role played by the Unified 
States can be seen, at Jauhri does, as 
^o many missed opportunities for future 
Indo-American amity. In retrospect, it 
docs seem that America <x)uld have fol¬ 
lowed a more courageous course if it 
wanted to. After all Britain needed the 
US mure than the other way around. 
Rut the fact remains that Rcxisevelt chose 
to speak about India in muted tones 
.ind a shrewd Churchill, distracted by 
the louder detonations around him, 
chose not to hear those barely audible 
words. Churchill also initiated a very 
sucLesslul propaganda campaign ‘edu¬ 
cating’ the American public about the 
‘extremely complex communal’ situation 
in India, the ’white man’s burden’ that 
the British were carrying in the country 
and 'the fact’ that Indians were not yet 
l•c, 1 dy tor self-government. 

This book is a serious, scholarly effoit 
and is worthy of note in many respects 
While the study does not unearth any 
thing that is not already known, the pre¬ 
sentation of iacts and recounting ot com¬ 
plex events is consistently balanced. 
.Scholars as well as the general publie 
will Irenefit from it. I am constrained to 
add in passing the point that a univer¬ 
sity teacher dedicating his book to his 
own univ(!rsity’s vice-chancellor is not 
the most desirable practice in India at 
the present time. 


in India 


Poverty 

by 

V M Dandekar 
Nilakantha Rath 

Special Reprints of “Poverty in India” by V M Dandekar 
and Nilakantha Rath are now available. 'The reprints, priced 
Rs 5 per copy, are in convenient demy-octaVo book format on 
good quality book paper and are bound in art card. Payment 
by cheque or money order must accompany all orders. 

Orders may be addressed to 

Circulation Manager 
Economic and Political Weekly 
Skylark, 284 Frere Road, Bombay-x 
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SPEQAL ARTICLES 


Muslim Leadership and Electoral Politics 

in Hyderabad 

A Pattern of Minority ^Articulation—I 


Rasheeduddin Khan 


The reconciliation of minority identities with the national identity takes many forms. In the context 
of India's plural society, in which the long continuity and stability of multiple traditional cultures makes 
the unified democratic experiment anyhow more complicated, the task of harmonising the particular and 
exclusive demands of minorities with the nation’s general processes of change becomes all the more 
perilous. 

If only for this reason a study of minority politics in all its ramifications acquires a certain primacy 
for construction of relevant hypotheses of India's functional politics. 

Of all the minorities, the Muslims occupy a distinctive place in Indian politics for many reasons: 
because of their proportion in the population which makes them the single biggest minority; because of 
their historical role, cultural contribution, social distinctiveness and urban and semi-urban habitation 
contrasted with their present cultural bewilderment, social degeneracy, educational decline and economic 
backwardness; and because of their sense of political despair so unwisely perpetuated by the existence 
of exclusivistic non-secular, uncreative and inept leadership. 

For a clearer understanding of Indian politics, no less than for a better appreciation of the Muslim 
response to the processes of secularisation and modernisation in India, systematic studies of Muslim 
politics under different situations and conditions and in different parts and regions of the country are 
called for. 

This paper studies the traditional leadership situation among Muslims in a major urban political 
centre of Muslims, the city of Hyderabad in Andhra Pradesh. 

The paper is published in two parts. In this, the first, part the author examines the process of 
communal polarisation in Hyderabad city politics in successive elections and discusses the traditional 
Muslim parties in Hyderabad and their le^erships. The second part of the paper, to be published next 
iveek, will study certain major aspects of the Muslim problem in Hyderabad and seek to suggest a 
framework for understanding communal polarisation. 


Introduction 

IN a developing demoeratie system 
as ours, superimposed by a legitimised 
authority that is almost total, encroach- 
iijg as it does on almost all aspects ol 
individual and social life, it is no longer 
possible for any type of minority — 
religious, cultural, linguistic, ethnic or 
regional — to remain isolated from and 
uninfluenced by the all-embracing do¬ 
main of politics. The reconciliation ol 
minority identities with the national 
identity takes many forms. In the cC'n- 
text of India’s plural society, in which 
the long continuity and stability of the 
multiple traditional cultures makes the 
problem of unified democTatic experi¬ 
ment anyhow more complicated, the 
task of harmonising the particular and 
exclusive demands of minorities with 
the nation's general process of change 
becomes all the more perilous. If only 
for this reason a study of minority po¬ 
litics in all its ramifications acquires a 
certain primacy for any valid construc¬ 
tion of relevant and realistic hypothesis 


ol India’s functional politics. 

Of all the minorities, the Muslims 
occupy a distinctive plac-c in Indian 
politics for many reasons; becau.se of 
their imiportion in the population 
which makes them the single liigge.st 
minority; becau.se of their hi.storieal 
I ole, cultural contribution, social dis¬ 
tinctiveness and urban and semi-urban 
habitation contrasted with their pre¬ 
sent cultural iKswilderment, social de¬ 
generacy, educational decline and eco¬ 
nomic backwardness; and because ol 
their sense of political despair so un¬ 
wisely perpetuated by the existence of 
exclusivistic non-,secular, uncreative 
and inept leadership. For a clearer un¬ 
derstanding of Indian politics, no less 
than for a better appreciation of the 
Muslim response to the process of se¬ 
cularisation and modernisation in 
India, it is evident that systematic stu¬ 
dies of Muslim politics under different 
situations and conditions and in diffe¬ 
rent pai'ts and regions of the country 
are called for. 

Accepting the leadership ‘parameter’ 


as a detennining part of the ‘curve’ ol 
liiiietional politics, it will be instructive 
to look .it the traditional leadership 
situation in a major urban political 
centie of Indian Muslims, namely in 
the city of Hyderabad in Andhra Pra¬ 
desh. 

The Hyderabad District, as recon¬ 
stituted in 1956 on th<‘ fonnation ol 
Andhra Pradesh, has 7 taluqs, of which 
the two taluqs of Hyderabad East and 
West encompass the H>'derabad town- 
group consisting of the incorporated 
areas ol the twin cities of Hyderabad 
and Secunderabad plus some town- 
group units, with an area ol 254 sq km 
and a population of 12,51,119 (1961), 
thus making it the fifth biggest metro¬ 
polis in India. The Hytlerabad Divi¬ 
sion (that is, Hyderabad city proper) 
with a total area of 179.75 .sq km has 
a population of 9,31,082 (1961) and 
is completely urban. One of its 
distinctive ecological features is that it 
has one of the biggest urban concen¬ 
trations of Muslims in the subcontinent 
of India and Pakistan, which in the 
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Table 1 : Muslim Population in Andhra Pradesh and in Hyderabad District, 

1961 


Andhra Hyderabad Hyderabad Hyderabad 

Pradesh District Town Group Division 

Total population 
Urban percentage 
Muslim population 

Percentage of Muslim 
population 


3,59.83.00» 

17.44* 

27,34,742* 

7 6* 


20,63,601* 

62.18* 

5,37,236“ 

26 10 


12,51,119* 

100.00 

4,55,982“ 

36 40 


9,31,082' 

100.00 

4,19,917* 

45.10* 


Census of India, 1961. 

Census of India 1961; Vol 11: Andhra Pradesh, Part 1-C, Subsidiary Tables 
pp 556-7. 

Calculated from the percentages given in Andhra Pradesh Almanac, 1958, edited 
by B Subbrayan (Madras: The Educational Products of India, 1957), pp 9 and 303. 

Calculated by W .A Khan, Hyderabad Metrepolitan Proiect, from figures available 
in the Hyderabad Municipal Corporation. 


The religious break-up of the Hyderabad Division is as follows : 


Muslim 

Hindus 

(a) Caste Hindus 

(b) Scheduled Castes and Tribes 
Others 

('xpaiicling circles ol |vilitical relevance, 
that is, from city <Iivision to town- 
group, from town-group to district, 
from rlistrict to region, and region to 
State, becomes increasingly incon.spicu- 
oiis. From 45.1 per cvnt in the eity di 
vision, the Muslim pioportion decre.»ses 
to 8 per eetit in the State (Table 1). 

In Hyderabad eity, however, which 
is divided info 23 Municipal Wards m- 
chiding 58 localities, which also serve 
as Constituencies loi the Municipal 
elections, the Mnslnn electorate is con¬ 
siderable in 20 and decisive in anothci 
18 eoiLstitiiencies (Table 2). 

In order to perceive more closely tlw 
interaction between communal articula¬ 
tion during the Fourth General Elec¬ 
tions, 1967, the Department ol Politi¬ 
cal Science, Osmaiua Univeisity, Hyde- 
lahad, decided to do an in-rlepth study 
ill the Charminai Assembly eon.stitu- 
eiiev wheie the sitting-niemher, leadi-i 
III the Majli.s-i-Ittihad-ul-Musliineen 
was oppo.sed aiiMUig others b> a Jan 
Sangh eaiulidate.' 

u 

Communal Polarisation in 
Election 

The tiiangular contest between the 
ruling Congress party, the party of the 
.sitting membei. the Majlis, and the as¬ 
piring Jan Sangh winch entererl the con¬ 
stituency for the first time, was both 
keen and bitter. It was a eornnuinal 
electoral battle, essentially Iwtween tlie 
Majlis and tlie Jan Sangh. irolarising 
respectively the Muslim and the Hindu 
(sDimniinity-oriented votes with the 
Congress being the beneficiary of only 
the residual votes, and thus more in 
the nature of a splitter than an 



4,19,917 

(45.1%) 


4,98,525 

(53.6%) 


4,06,883 

(43.7%) 


91,642 

(9 9%) 


12,640 

(1.3%) 

authentic 

contestant. This 

is quit'.' 

clear from 

the locality-wise 

polling re- 

suits. 




The overall percentage of valid votes 
was 55.17 and the total electoral parti- 
cip.ition 58.4 per cent, no better than 
the 1962 election. The Muslims con¬ 
stituted 57.9 per cent, while Hindus 
(including the Sclieduled Caste and 
otJiers like Jains, Sikhs) compiised 42.1 
l)er cent of the total electorate. Mus¬ 
lims include predominantly the Sunni 
sect with a dense cluster of Shiahs in 
Ward 22. The 42 per cent of the Hin¬ 
dus include aliout 5 ikt cent Brahmins, 
■3 per cent other higher castes, 6 per 
cent Kavasth. 17 per cent Vaishyas 
(Marwaris, Baniyas, Komtis. etc). 6 per 
cent Scheduled Cash’, .3 per cent Hindu 
Low Castes and 2 per cr'nt Jains and 
Sikhs. 

The Majlis candidate, wlio was re¬ 
turned to the Assembly with 60..3 pei 
cent ol the total valid votes with a l)ig 
margin ol 21 pei cent (about 7,.500 
vote,s) over his nearest rival, the Jan 
Sangh nominee, maintained his lead in 
all the three Wards. Block-wise results 
ilepended quite simply on the commu¬ 
nal composition of the block — more 
Muslims, more Majlis votes, more Hin¬ 
dus, more Jan Sangh votes. 

For the second consecutive time, the 
Majlis won the Assembly scat from this 
part of the City. Though Chatminar is 
a new constituency, together with Sita- 
ramhngh constituency it is in fact a 
siiccessoi to the previous Pathergatti 
constituency. Continuity was also 
maintained because the same Majlis 
candidate contested again. Majlis im¬ 
proved its position in both the succes¬ 


sor constituencies of Chanmfnar and 
Sitarambagh. Comparing the Majlis 
vote for Ward 23 of Charminar — i e, 
the only Ward in common between 
Pathergatti constituency of 1962 anti 
Charminar of 1967 — one observes an 
increase from 4,340 to 6,642 votes. 
This is prolrably nothing more than a 
normal increase in keeping with the 
growth of the electorate hut neverthe¬ 
less needs mentioning in contrast to the 
decline of the Congress vote. 

With the type of political articula¬ 
tion and .sectional appeal and incessant 
propaganda in communal teims, the 
Majlis even in 1962 became the deter¬ 
mining factor in communal polarisation 
of votes. In 1967, it accentuated the 
cointminal theme which further stabilis¬ 
ed that polarisation, largely as a result 
of tlie entry of an antagonistic com¬ 
munity-oriented parts', the Jan Sangh. 

How narrow was tlie difference be¬ 
tween the Muslim electorate and the 
Majlis vote and the Hindu electorate and 
the Jan .Sangh vole in the three Waid.s 
will reveal the extent of communal 
polarisation in Charminar (Table .3). 

The Jan Sangh acted as the catalyst 
ol communal voting lor the Hindu 
eli’ctoratc, almost as an exact counter¬ 
part of th<* Majlis. Considering that it 
was m the field for the first time its 
success in polarising Caste Hindu votes 
was impressive. A look at Table .3 
would make it clear that alter deduct¬ 
ing the .Scheduled Caste population 
Ironi the Hindu electorate (in which 
they are included) the range of diffe¬ 
rence hetu'cen the Hindu voters and 
Jan Sangh votes is more or less equal 
to the range of difference between 
Muslim voters and Majlis votes and 
mteie.stingly enough it is exactly the 
s.aine, 7.8 per cent in Ward 22, where 
communal politics was manifested in 
all its elemental fuiy (Table 3). 

True to the hypothesis of communal 
polarisation and Jan Sangh’s attraction 
ol Caste Hindu votes, the party’s per¬ 
centage of vote has a direct correla¬ 
tion with the percentage of Hindu elec¬ 
torate. In Ward 21 Jan Sangh regis¬ 
tered its highest vote (34.3 per cent) 
even as the Hindu electorate has its 
highest proportion in the Ward (49.9 
per cent), followed by Ward 23 (44.4 
per cent Hindu electorate and 29.5 per 
cent Jan Sangh vote), and lastly Waul* 
22, with a lower Hindu electorate but 
a keener conte.st for those votes, hence 
interestingly the range of difference 
between the Hindu voters and Jan 
Sangh votes in this Ward is the lowest, 
only 7.8 per cent (Table 3). 

Regarding Jon Sangh supporters, 
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Table 2 ; Decisive Musum Electorate in the Municipal Constituencies, 1960 


SNu 

Ward/Constituency 

Municipal 

Locality 

Total 

Electorate 

Percentage 



Constituency 

Electorate 


of Muslim 







Electorate 

7 

1 

No 9 : Asifnagar 

22 

Golconda 

8,570 

4,848 

56.56 

2 

No II : 

24 

Mallapalli 

6.719 

4,546 

67.05 

3 

No 11 ; 

25 

Nampalli 

6,164 

3,143 

50.98 

4 

No 12: 

26 

Asifnagar 

4,677 

2,960 

63.28 


Total 



26,130 

15,497 

59.30 

5 

No 13 ; Sitarambagh 

28 

Razdar & Khanpet 5,475 

3,046 

55.63 


Total 



5,475 

3,046 

55.63 

6 

No 16: Malakpet 

40 

Chanchaiguda 

12,746 

9.130 

71.67 

7 

No 16: 

41 

Azampura 

7,056 

4,571 

64.78 


Total 



19,802 

13,701 

69.18 

8 

No 17 : Yakutpura 

42 

Yakutpura 

5.738 

3,757 

65.47 

9 

No 17 : 

43 

Dabirpura 

13,790 

9,941 

72.08 

10 

No 18 : 

44 

Jangammet 

4,673 

3,705 

79.28 

11 

No le : 

47 

Maisram 

5,239 

4,376 

83.52 


Total 



29,440 

21,779 

73.97 

12 

No 19 : Sitarambagh 

48 

Umda Bazar 

5,038 

3,159 

62.70 

13 

No 20 : 

50 

Husaini Alam 

5,987 

4,618 

77.13 

14 

No 20 : 

51 

Qazipura 

6,696 

3,385 

50.55 


Total 



17,721 

11,162 

62.09 

15 

No 21 : Charminar 

53 

Chelapura 

5,999 

3,291 

54.85 

16 

No 22 ; 

55 

Darul Shafa 

6,667 

4,341 

65.11 

17 

No 22 : 

56 

Pathergatti 

7,452 

5,008 

67.20 

18 

No 23 ; 

57 

Mogulpura 

6,774 

4,874 

71.95 


Total 



26,892 

17,514 

70.18 


In 18 out of 58 Municipal coiTilituencies the Muylim population was above 50 per cent. Of the.se in 5 it is between 50-60, in 7 
between 60-70 and in 6 above 70. In another 20 constituencies the Muslim population is between 33-50. Thus in 38 out of 58 locali¬ 
ties Muslim population is between significant to decisive. 

Note : Table prepared from data in M Subramanyam, “Pattern of Voting in the Election to the Municipal Corporation of Hyderabad, 
1964” (Unpublishetl reference paper prepared for the Hyderabad Metropolitan Research Project, Osmania University, Hydera¬ 
bad). 


otivion.s forrc-lations are noticfalile and 
iiia>' 1)0 statc'cl thus: 

(i) wherever Caste IImdu.s are nioio 
aiitl Sehediiletl Caste proportion 
loss in a booth, block, locality 
or Ward, the support to the 
Jan .Sangh i.s more and conso- 
(luontly the difference between 
total Hindu electorate and total 
Jan Sangh vote is less (Ward 
22 ); 

, (ii) wherever the pioportion of tra¬ 
ders, businessmen, particularly 
those lielonging to the traditio¬ 
nal Vaishya Caste, is higher, the 
Jan .Sangh jierccntago of vole 
is also higher (c g. Ward 21). 
Against this background let us have a 
cIo.se look at the Majlis, and the oth<‘r 
Muslim organisations of Hyderabad, 
and then examine certain major aspects 
of the. Muslim problems in Hyderabad. 

in 

Traditional Muslim Parties 
and Leadership 

MaiUs-i*lttti\ad-ul-Muslimeen 
(Mweiatim of Mmlim Unity) 

The Majlis is a pressure-group, e.s- 
sentially of a Municipal dimmsion, 
playing passion-politics, fostering myths 


and illusiuns about tlic ‘glorious’ Mus¬ 
lim rule and th<- superiority of the 
Muslims per se. It is organisationally 
weak, its leadership is highly persona¬ 
lised and patrimonial; it has no cohe¬ 
rent prograinnie or systematic ideology. 
Today, it has little respect in the eyes 
of the traditionalist Ulema and Mahai- 
qeen or of the educated, responsible 
members of the community. It has 
little support even of the othei Muslim 
organisations like Mitslini Majlis-i-Mii- 
shawarat, Tamir-i-Millet, Jamaat-i-Isla- 
ini, Tableeghi Jainaat or the .Shiah or¬ 
ganisations. Yet, none of the other 
Muslim organisations have so much ac¬ 
tual electoral appeal as the Majlis. In 
I960 Municipal Election it won 19 out 
ot 64 seats and in Third General Elec¬ 
tion, 1962, though it could capture only 
one (prestigious) Assembly scat, yet its 
8 candidates in the 9 Assembly con¬ 
stituencies attracted 49,244 votes, ac¬ 
counting for 21.3 per cent of the total 
votes po'led in all the City constitu¬ 
encies or nearly 24 per cent ot the to¬ 
tal votes in the 8 contested constitu¬ 
encies. In the city ot Hyderabad, the 
Muslim population according to calcu¬ 
lation based on 1961 census, was about 
4,19,9.17 (45.1 per cent). Assuming that 
the Muslim electorate was in tlie same 


proportion us the Muslims in the total 
iroimlation which would work out to 
1,89,810 out of the total electorate ol 
4,21,804, and assuming fiirthci that 
since the votes polled in the 9 City 
constituencies were about 55 per cent, 
the total Muslim polled votes would 
have lieen about 1,04,395 and then 
comparing this with the total Majlis 
popular vote o( 49,244, a valid infe- 
renct' could be draw'n that the Majlis 
commanded the electoral allegiance of 
about half of the total participating 
Muslim votes in 1962. In 1967, the 
Majlis got elected 3 out of 6 candidates 
with a total popular vote of 77,513, ac¬ 
counting for 24.7 per cent of the total 
votes polled in all the 9 City constitu¬ 
encies, and 39.8 per cent of the total 
votes polled in the 6 constituencies 
from where it contested. This increas¬ 
ed the Majlis’ electoral hold on the 
Muslim voters by another 3.4 per cent 
in tenns of the city, and 15.8 per cent 
in terms of the contested constituen- 
eies. 

Bs.sis Ol- SuiToin 

What is the basis of electoral support 
of the Muslims for the Majlis? This is 
a query which can Ire convincingly 
answered only in the broader frame- 
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Table 2A : Religious Break-up —• Ward-wise Distribution op Electorate in 
Hyderabad Division, 1960 Municipal Elections 


( 2 ) 


(7) 

( 8 ) 
(9) 

( 10 ) 

( 11 ) 

( 12 ) 


(15) 


(18) 

(19) 

( 20 ) 

( 21 ) 

( 22 ) 

(23) 


is/Muiu'cipal Constituencies 

Percentage of Electorate 


Hindus 

(including Scheduled 
Caste) 

Muslims 

Others 

Mushirabad * 

79.8 

20.2 

3.5 


67.3 

32.7 

1.1 

Oangamahal 

63.3 

33.6 

3.1 

Maharajganj 

82.5 

14.6 

2.9 

Gangamahal 

57.6 

38.9 

3.5 

Khairatabad 

61.6 

36.9 

1.5 


86.2 

13.1 

0.7 

Asfnagar 

57.3 

41.5 

1.2 


37.3 

62.7 

0 


54.3 

41.7 

4 0 


41.6 

57.2 

J.2 


34.7 

65.3 

0** 

Sitarambagh 

50.9 

49.1 

0 

Maharajgunj 

69.0 

31.1 

0 


78.2 

21.8 

0 

Malakpel 

.36.9 

63.1 

0 

Yakutpura 

26.2 

73.0 

0 


47.3 

52.7 

0 

Sitarambagh 

35.4 

64.6 

0 


.36.8 

63.2 

0 

Channinar* 

51.1 

49.9 

0 


32.4 

67.6 

0 


44.4 

55.6 

0 


• Percentage for Charminar and Mushirabad as per the Electoral Rolls, 1966. 

** 0% includes shares upto 0.5% . 

Note: Wherever the share of a religious group of the total Ward Electorate is more 
than one-half, if has been shown in bold type. 

Sowce: Calculated by W A Khan, Hyderabad Metropolitan Project, from figures 
available with the Public Relations Office, Municipal Corporation, Hydera¬ 
bad Division. 


\soik ol what niivtlit lie calk'd the ‘sitii- 
alional conditioning' oi the Musihns in 
the city of Hyderabad. There could he 
at least three relevant dimensions of 
this (lainework which determine thi' 
natuu' and style ol Mu.slim electoral 
hehaviour. firstK. the organisational 
role of the Majlis and its association in 
the imagination of the common Mus¬ 
lims of Hyderabad; .secondly, the pre¬ 
sent soeio-ec-onomie condition ol the 
Muslims as a eoinmunitx. and thirdh', 
the political behaviour — re.sponses, 
sliiniilalion. fixation, etc — of the Mus¬ 
lims as ‘political animals' in the ni'w 
Indian body-politic. 

The historical association of the Maj¬ 
lis as the main platlorm of aiticiilatioii 
(it the political demands of the Mus¬ 
lims and of asserting theii leal and im- 
ginar> rights, dates back to the tliirties 
of this century. The use and growth 
ol the Majlis is inextricably intertwined 
with the ri.se and growth of Muslim 
mass political cunsciunsni'ss in Hydera¬ 
bad. For a variety of historical rea¬ 
sons, the middle and the upper middle 
classes ol the Muslims — traditional 
theologians (Ulema), professionals, jagir- 
tlars, businessmen and others — who re¬ 
presented the politically active strata 
and who assumed to themselves the 


right to speak on behalf of the com¬ 
mon Muslim, congiegated in the Majlis 
as their premier political forum. 

The Majlis whii'h was formed in 
1929 has passed through four discrete 
periods of development: 

(i) 1929-38: the decade of its quasi- 

religious role, as a 
bond of unity for Mus¬ 
lim sects; 

(ii) 19:38-44: the phase of its political 

ascendancy as the most 
dominant political or¬ 
ganisation in Hydera¬ 
bad under the charis¬ 
matic leadership of 
Nawah Bahadur Yar 
Jung; 

(iii) 1944-48: the four fateful years 

divided almost equally 
into two years each of 
of its political bewild¬ 
erment and ixilitical 
lunacy, first under un¬ 
important Presidents 
and then under the 
spell of the megaloma¬ 
niac demagogue Kasim 
llazvi, who developed 
its para-military wing, 
the Razakars and per¬ 
petrated ‘terror’ ending 


in the Police Action of 
the then Dominion, of 
India and the resultant 
Xiolitical wilderness of 
the Muslim masses; 
and 

(iv) 1957 onwards: the current phase 
of the revived Majlis. 

Quasi-Rei.icious Role 

The initiative for its formation came 
from the Ulema, the Mashaiqeen (reli¬ 
gious leaders of Muslim sub-sects) and 
the lawyers. Its declared objectives in 
1930 were only three and patently 
quasi-religious and social; (i) to unite 
and help the xrarious Islamic sects for 
the solution of their common problems 
within the principle of Islam : (ii) to 
protect the economic, social and educa¬ 
tional interests of the Muslims; (iii) to 
express loyalty to the land and to the 
ruler and to respect the prevalent laws 
of the realmIn essence, therefore, 
the Majlis at the time of its inception 
w'as an organisation to bring the vari¬ 
ous Muslim sects and sub-sects on a 
common platform for the resolution of 
problimis of common concern. This 
was also clear from the composition ol 
its leadership, which xvas mainly in the 
hands of the Sunni Ulema and Mashai- 
C|een and religious activists of non- 
Sunni sects. Exc<“pt for occasional re¬ 
presentation to the Government and the 
convening of Milacl-un-Nabi (comme¬ 
moration of Prophet’s birthday), it did 
precious little in the first decade of its 
existence. It was the Arya Samaj 
Nagar-keertan in 1938 and the reper¬ 
cussion of the joint Aiya Samaj and 
State, Congress satyagraha and the con- 
se<iuent political activity in which for 
the first time demands for democratic 
political reform and greater represen¬ 
tation for the people were made, ac¬ 
companied by communal riots, that re- 
activised the Majlis, and this time es¬ 
sentially as a political organisation ca¬ 
tering to the Muslim minority’s attempt 
to retain political hegemony in the 
erstwhile Nizam’s Dominion of Hydera¬ 
bad.^ 

The Muslims of Hyderabad, as a 
community, were till 1938 largely apo¬ 
litical. Firstly, with the privileges that 
the middle and the upper strata of 
Muslims enjoyed no need was felt in the 
then feudal set-up for a Muslim mass 
party and, secondly, precisely because 
of the feudal set-up, a political party 
xvas considered not only anti-social and 
‘uncultured’, but also below the dignity ol 
the elite, who visualised it as being 
contrary to their basic values of life, in 
which ‘association’ for political or eco- 
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Table 3: Extent of Communal Polarisation in Ciiarminah 


(Percentages) 


Ward 

No 

Muslim 
. Elect- 
orate 

Majlis 

Votes 

Diff¬ 

erence 

Hindu 

Elect¬ 

orate 

Jan 

Sangh 

Votes 

Difference 

Congress 

Votes 

21 

51.1 

43.5 

7.6 

49.9 

34.3 

15.6 

20.5 

22 

67.6 

59.8 

7.8 

32.4 

23.6 

7.8 

14.9 

23 

55.6 

46.4 

8.2 

44.4 

29.5 

14.9 

19.6 

Total 

57.9 

50.3 

7.6 

42.1 

29.2 

12.9 

18.9 


noinic demands was recognised as a big 
come-down from the high pedestal of 
noble ‘individualised’ living. Political 
activity took the image of organised 
blackmail in the imagination of the.se 
worthy feudal gentlemen. Then the in¬ 
evitable democratisation involved in a 
party organisation, which would have 
dismantled the hierarchial order and 
disrupted the scale of individual pres¬ 
tige and the concomitant sense of rank 
and respect (flifz-e-MaraHh) was ana¬ 
thema to the Hyderabad Muslim socie¬ 
ty. How can the high-bom and well- 
bred, the successors of the ‘renowned 
and decent families’ (mashhoor aur 
shareef khandan) mb shoulders with 
kiwly, the wretched ‘have-not’ sons oi 
the soil 1 The ‘needy’ and those in 
‘want’, the feudal well-fed thought, 
might form parties, but why should the 
‘provided’ and the ‘haves’ (by the grace 
of God I), with generations of affluence 
behind them, stoop to this mean West¬ 
ern abeiTation called a party system. 
’The proverbial hypocrisy of the feudal 
environment was such that even the 
large ‘have-not’ .strata of the Muslims 
imagined that they also by the fact of 
being Muslims were part of the mling 
elite, and that indeed ‘they’ in their 
totality were the real rulers of Hydera¬ 
bad! 

Political Ascfjjdancy 

By 1938, the Majlis had not only 
attracted (with the exception of the 
Shiahs), almost all the smaller Muslim 
sects like the Mehdavis, the Ahmadia, 
the Dindars and the Wahabis, and the 
coherent Muslim business communities 
of the Maimons, the Bohras and the 
Khojas, but also members from other 
professional and social strata of the 
community — the' feudal sections of 
fagirdars and Mansabdars, the com¬ 
mercial elite, traders and shopkeepers, 
the middle-class professionals, lawyers, 
doctors, academics and practically a re¬ 
presentative cross-section of the com¬ 
munity. This was reflected in the com¬ 
position of the 25-Member Action Com¬ 
mittee, comprising 8 Ulemas, 3 chiefs 
of sects, 3 academics, 5 businessmen, 4 


lawyers and 2 Government employees.* 
The 1938 ‘riots’ considered as the first 
major communal riot in Hyderabad, re¬ 
sulting in genocide, vandalism and des¬ 
truction of property, had whipped up 
the consciousness of Muslim political 
‘exclusivi.sm’ not only out of the fear 
of the majority community’s unavoid¬ 
able dominance under a democratic 
dispensation, but also out of their tena¬ 
cious ambition to retain the position of 
political eminence enjoyed by their 
forefathers for centuries by the fact of 
being Muslims in the biggest Muslim 
principality in India, equal in size and 
population to France. 

The massacTe of the Muslims in 
Hindu dominated localities in the city 
touched off an unprecedented demon¬ 
stration of anger, which was soon 
transformed into vigorous communal 
antagonism. During this second phase, 
which was its most active period, the 
Majlis was led by Nawab Bahadur Yar 
Jung (two of whose nephews were 
murdered in the riots of 19,38). He 
was a rare specimen of a pure ‘tradi- 
tionist’ politician and a matchless ora¬ 
tor in Urdu and a personality of extra¬ 
ordinary magnetism, infectious warmth, 
arresting dignity, untarnished personal 
character, and high scruples. It was a 
measure of his triumph as a person 
that even his worst political opponents 
had never accii-sed him of devious me¬ 
thods, intrigues or unscrupulous tactics. 
The close-knit nature of feudal Hydera¬ 
bad’s social life had made the city a 
small world. Close and cordial rela¬ 
tions behveen families belonging to the 
same strata was a normal irattern. And 
such relatioi7ship was quite cosmopoli¬ 
tan, in which the religious cleavages 
particularly mattered little. A certain 
intimacy of familial relationship be¬ 
tween Hindus, Muslims and Parsis of 
the affluent strata of jagirdars and gov¬ 
ernment employees was the hall-mark 
of the old Hyderabad. For instance, 
Bahadur Yar Jung always referred to 
the great Sarojini Naidu as ‘mother’ and 
at no time did their known ideological 
opposition lessen their personal rela¬ 
tionship. Maharaja Kishan Prashad, a 


Brahm-Khatri by Caste, the doyen of 
the old aristocracy. Prime Minister of 
the State for decades, who was given 
the title of ‘Yameen-us-Saltanat’ (Right 
Hand of the Realm), was the mentor of 
scores of Muslim jagirdar families. In 
many of his speeches Bahadur Yar Jung 
referred to him not only with extraor¬ 
dinary courtesy, but as the chief patron 
of his own family, and of the Muslims 
at large. 

Under Bahadur Yar Jung’s charisma 
and spell-binding oration, the Majlis 
soon became a powerful party of which 
the Government was afraid. The Nizam 
was jealous of the rising popularity of 
its leader among the Muslim masses, 
who endearingly called him Qaid-i- 
Millat (Leader of the Community). It 
will be remembered that this was the 
period of hectic political activity in die 
subcontinent, which witnessed on the 
one hand the spread of the nationalist 
movement to the nooks and comers of 
the country and on the other die si¬ 
multaneous phenomenon of communal 
polarisation in politics. The.se two 
winds of change were blowing even 
over the docile inhabitants of feudal 
Hyderabad. Even as the Nizam Andhra 
Mahasabha was attracting thousands of 
peasants in the mral area, and the 
State Congress was concentrating on 
the urban sections, mainly of the 
Hindu community and particularly the 
Maharashtrians who were in the fore¬ 
front of political action, the Majlis, as 
a counterpart of the Muslim League in 
Hyderabad was politicising the Muslim 
masses into the narrow groves of com¬ 
munal politics. During the same pe¬ 
riod a section of the intelligentsia in¬ 
spired by Marxian ideology was at- 
temping to break social taboos and 
shake the very edifice of feudal values. 
Some of the young Osmania graduates 
like Maqdoom Mohiuddin and Raj Ba¬ 
hadur Gowd were spearheading a silent 
revolution. But a considerable number 
of the Hindu alumni were participat¬ 
ing in the so-called Vande-Matram 
struggle, inspired by Arya-Samaj and 
the Congress, while a significant num¬ 
ber of the Muslim intelligentsia was 
drawn into the folds of the Majlis. 

The Fateful Years 

Bahadur Yar Jung died suddenly of 
choking at a dinner-party in, what was 
always alleged as, mysterious circum¬ 
stances, in the summer of 1944 at the 
height of his mass popularity and poli¬ 
tical prestige. The vacuum created by 
his demise, was soon filled by the 
‘little corporal', the flamboyant Kasim 
Razvi, who had earlier given a large 
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Tabue '4: 

Candidates 

Pahliament 

Supported by Musum 
AND Assembly Seats 1907, 

Majus-i-Mushawarat 
Andhra Pradesh* 

rOR 


Congress 

Swatantra 

CPI 

SSP 

Independent 

Total 

Hindus 

12 

8 

2 

2 

6 

SO 

Muslims 

2 

1 

1 

— 

4*. 

8 

’I'otal 

14 

0 

3 

2 

10 

38 


" The candidates selected hcloneed to the 7 Telcngana districts of Karinmagar, 
Warangal, Kliammam, Adilabad, Nizamabad, Nalgonda, Hyderabad, and 
to only one Andhra (Rayalseema) district ol Kurnool. 

“• Including one Majlis candidate (Khvvaja Nizanimudin from Yakutpura). 


portion of his private proircrty to the 
Majlis thereby earning the title of 
‘Siddiq-i-Deccan’ (the ‘generous of the 
Deccan’). Razvi, short of stature, 
slight and tense, with i>enetrating looks 
and shrill voice, was an effective speak¬ 
er with histrionic talents. Partly as a 
logical corollary t)f th<' Majlis’ political 
tenet regarding the collective Muslim 
sovereignty as the legitimate anti popu¬ 
lar basis of the Nizam’.s suzerainty over 
Hyderabad, and partly by the exigencies 
of circumstances, both of which atlmir- 
ably .suited Kazvi’s temperament, he 
soon transformed the Majlis into a mili¬ 
tant organisation, whose para-military 
wing, the Razakars (literally volunteers, 
people’s militia) stion dominated the pa¬ 
rent body, even as the party-boss ap- 
ix'aied moie often in Mufti and Nazi- 
style cap after taking the title of Field- 
Maishal. Cone wi-re the days of the be¬ 
nign Bahadtir Yar Tung leadershiji, who.se 
grace and culture had hclp<-d to p.arti- 
ally conceal the ‘fascistic’ overtone of 
the Majlis’ doctrine of the Muslim mi¬ 
nority’s divine and historic right to rule 
in Hytlerabad .State. Razvi personified 
the reductw ad ahxurdum of the Majlis. 
He could not and did not play down 
the political reaction, social obscurant¬ 
ism and traditionist fixation of the Maj¬ 
lis. The match of events in India in 
the years preceding Independence com¬ 
pelled clearer polarisation. The ambi¬ 
valence of the British position on the 
consequences of the lapse of paranioiint- 
cy which was to release the 566 States 
from the bondage of agreements, sanads, 
treaties and <-ngagements, caused necd- 
h'ss .ipprehension and raised false hopes 
and ambitions. The talk of Nizam’s so- 
veieignty and his assumption of the 
title of His Majesty, were given a co- 
hen'nt political articulation by the 
Majlis. Its thesis was that the real so¬ 
vereignty of Hyderabad as a ‘Muslim 
State’ was not located in the person of 
the Nizam per ,ve, but was reposed in 
him as a symbolic institution of corpo¬ 
rate aequiesc-ene<- of the totality of the 
Hyderabad Muslims, who were the pil¬ 
lars of the Nizam’s throne, and on whose 
behalf and as a sacis-d trust of Allah, 
the Nizam ruled. NatuialK', the sur¬ 
vival of the Asafjahi dynast>' appeared 
as the only possible facade for the per¬ 
petuation of the tloimnance of the 
Mu.sliin elite. The Majlis as tlu- cus¬ 
todian ol the interest ol this elite, 
could not have avoided its laseistic role 
lats'd by the challenge of egalitarian¬ 
ism, political representation and denio- 
ciacy. The Razakar terror was the 
de,ith-rattle of a decadent regime, sup¬ 
ported by degenerate adventurists who 


exploiting the Muslim community, in 
tlie name of God, religion and histori¬ 
cal myths, indulged in reckle.ss politi¬ 
cal gamble, which brought mi.sery and 
turmoil to the people of Hyderabad in¬ 
cluding the Mu.slims. The vain dream 
of sustaining a Muslim Sultanate in 
Hyderabad, with the support of 11-15 
per cent Muslim population, based on 
an authoritarian dynastic rule was shat¬ 
tered by the Polic-e Action of the 
Indian army which in just four days 
marched over 100 to 200 miles from 
five comers and with practically no re¬ 
sistance, despite the grandiloquent 
claims of last-ditch battle by the Raza¬ 
kars, and incorporated Hyderabad in 
the Dominion of India on September 17, 
1948. Immediately, the Majlis was 
banned, its leaders were put behind 
the bars, and the deceived Mu.slini 
masses, fed for long on the fables and 
myths populaiised by the Majlis, were 
brought back almost with a thud to 
face the realities of political life. Razvi, 
who insisted on remaining in Hydera¬ 
bad, and such other leaders, who did 
not or could not escape to Pakistan in 
the notorious Sydney Cotton air-lift, 
faced trial. They were tried by a Spe¬ 
cial Tribunal and were convicted for 
‘dacoity’ and condemned to seven years 
of rigorous imprisonment. Razvi was 
released on September 10, 1957 on the 
understanding that he would migrate to 
Pakistan. Within a few hours he left for 
Pakistan. However, before he left India, 
he summoned the Majlis-i-Shura (Con¬ 
sultative Assembly) 40 to 50 of whose 
144 members were present (the rest 
being dead or having migrated or be¬ 
come disenchanted by politics). 

“This rump session decided aftCT 
much argument that a revived Maj¬ 
lis also re.sume iJolitical activity to be 
<‘ffeetive. But when Razvi tried to 
persuade Abul Khair Siddiqui, a 
ionner General Secretary, to assume 
the burden of the presidency, the 
latter declined, a$ did all the other 
members, probably out of fear of re¬ 
taliation by the government. Some 


time after midnight, Razvi summem- 
ed a local lawyer, Abdul Wahid 
Owaisi, who had not been a major 
figure in the organisation, and pre¬ 
vailed upon him to accept the 
office.’’* 

The Revived Majus 

With this begins the fourth or the 
current phase of the Majlis. The reviv¬ 
ed Majlis, is a new organisation save in 
its main name, though even that is 
slightly different as it now adds the 
more ambitious suffix of ‘All-India’ even 
though it is more restricted in the ex¬ 
tent of its geographical appeal. It is 
new in terms of the composition of its 
membership, in the type of persons 
constituting its leadership and manning 
its main organising bodies, and also in 
its strategy and style of work, although 
it still remains basically communal in 
its orientation, partly due to its exclu¬ 
sive Muslim character and partly due 
to the type of politics it pursues and 
the ideals it propagates. Despite quick 
and vigorous opposition from many 
Muslim leaders, organisations and par¬ 
ties to the very idea of the revival of 
tire Majlis, Owaisi went ahead with its 
reorganisation. The Majlis adopted a 
new Constitution. It listed 12 aims and 
objectives, grouped into three parts — 
religious, economic and political. ’The 
religious objectives are; (i) to prompt 
the Muslims of India to ‘intelligently 
read the Quran’, propagate its message 
and act generally according to it; (ii) 
to obligate the Muslims to follow Sha¬ 
riat and avoid non-Shariat action, es¬ 
pecially in ‘customs relating to gaiety 
and sorrow’; (iii) through Parliament 
and Assembly, to try for the applica¬ 
tion to urge the government to make 
and to urge the government to make 
religious instruction compulsory in 
schools and colleges under its control; 
fiv) to organise the collection of Zakat 
(religious tax) and the establishment of 
Bait-ul-Maal (religious treasury) and 
tlirougfa these and the Waqf (religious 
endowment) property to satisfy right- 
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Table 5 : Ukdu-Speakino Persons in Andhra Pradesh 


• Census Year 

Total Number 

Percentage of 

Population 

•1941* 

21,87,005 

13.4 

1951** 

21,33,075 

6.8 

1961t 

35,53,753 

9.8 


* The figure is for the former Nizam’s Dominion of Hyderabad, including Telengana, 
Marathwada and Karnataka areas. The latter two largest regions have been 
merged respectively in Maharashtra and Mysore States, consequent on the 
States’ Reorganisation, 1956. It may be noted that for 40 years, from 1891 to 
1931 the percentage of Urdu>speaking persons in the Nizam’s Dominion 
continued to remain constant at 10.4 per cent (p 308, Hyderabad Census, 
1941). Source: Hyderabad Census of 1941. 

•• The figure is for the 9 Telen^na and 11 Telugu districts of the former Hyderabad 
and Madras States respectively. The figure for the State of Hyderabad which 
was in existence till 1956 was 21,59,214 (11.6 per cent). Source: Census of 
India, 1951 and Statistical Abstract of Andhra Pradesh, 1960. 

t Statistical Abstract of Andhra Pradesh, 1964. The figure cited in Col 4 on page 
30 is wrongly printed as 25,53,753, thereby enormously reducing the percentage 
to 7.10 per cent. Addition of the totals for Rural and Urban given on the same 
and following pages reveals the discrepaney. This glaring error is repeated in 
ot^r works like the Andhra Pradesh Almanac, 1968 (Edited by B Subbrayan, 
Madras: l^e Educational of India, 1967). p 10. 


ful. Muslim demands, under the Waqf 
Laws; (v) to improve the ‘moral stand¬ 
ard of non-Muslim compatiiots’ in order 
h) help them become good citizens of 
India. 

Its economic objectives are: (vi) to 
protect anti perpetuate, under the Con¬ 
stitution of Indi.i, all the ‘interests’ 
(mafadaat) which accrue to the M<is- 
lims either by inheritance or by fact, 
and in the fulfilment of this object to 
procure subsidy from the Government; 
(vii) to remove economic backwardness 
and unemployment among the Muslims 
and to proctire for them jobs from the 
Government in consonance with the 
Muslim proportion in the population 
and in keeping with their talents and 
merits and find ways and means of 
getting other employments for them 
and to protect their rights; (viii) to help 
th* needy non-Muslims out of the sav¬ 
ings of the Zakat. 

Its political objectives are: (ix) to 
procure and protect, with loyalty to the 
Government of India, those rights which 
are given to Muslims of India by the 
Constitution; (x) to attempt that the 
Muslims of India, while observing Isla¬ 
mic tenets, should maintain friendly re¬ 
lations with non-Muslims; (xi) to parti¬ 
cipate in elections and nominations to 
the Parliament, the Assemblies and the 
Municipalities; to put up Majlis candi¬ 
dates, irrespective of caste or creed. 
Such candidates will execute agree¬ 
ments which will be different for Mus¬ 
lims and for non-Muslims. The form 
of agreement for the Muslims would 
he in consonance with the Constitution 
of India, the Islamic tenets and fiie 
general well-being of the people, while 


those for the non-Muslims will be In 
keeping with the Constitution of India 
and the general well-being of the peo¬ 
ple; (xii) to try to unite the Muslim.s 
religiou.sly, socially, economically and 
for matters of common concern, irres- 
[Kictive of their sectional and denomi¬ 
national beliefs in keeping with the 
principles of general peace and mora¬ 
lity. 

Triumphani' Comeback 

This Constitution was got approved 
bv acclamation at a mass meeting at 
Phisalbanda, on M,'irch 3, 19.58, over 
the objection of its three-man Drafting 
Committee. Owaisi, ‘the father’, Irecame 
President for five ve:irs.* A fortnight 
after the adoption of the new Constitu¬ 
tion, Owaisi and three other Majlis 
leaders were arrested under the Preven¬ 
tive Detention Act for arousing com¬ 
munal hatred and preaching violence, 
but they were released ten months la¬ 
ter on Republic Day, January 2fi, 1959. 

Through the tireless and skilful efforts 
of Owaisi and a band of good workers, 
the Majlis staged a triumphant come¬ 
back to the political arena and com¬ 
pelled attention of friends and foes 
alike when it captured 19 out of 64 
seats (including one of a Harijan sup¬ 
ported by Majlis) in the elections to 
the Mimicipal Corporation of Hydera¬ 
bad in 1960. By defeating 17 of the 21 
Congress Muslim nominees, the Majlis 
conclusively proved its sizeable hold on 
the Muslim mas.ses. With only 3.3 Con- 
gre.ss members, in a House of 64, the 
19 member block of the Majlis emerg¬ 
ed as a powerful Municipal pressure- 
group which could influence the course 


of discussions and decisions in the Cor¬ 
poration. But this position was soon 
countered by the Government by ex¬ 
pediting the long contemplated move 
to merge the Municipalities of the twin 
cities of Hyderabad and Secunderabai 
By this measure the Congress Govem- 
nu’iit h,is permanently undermined 
Majlis’ dominant position in the Cor¬ 
poration, because in the merged Cor¬ 
poration with a membership of 94 (66 
members fronn Hyderabad and 28 from 
Secunderabad) the proportion, and 
therefore the effectiveness, of the Maj¬ 
lis Corporators would always remain 
manageable because the Majlis has 
practically no hold and can aspire tc 
none in the Municipal Constituencies of 
■Secunderabad which have decisive 
Hindu populations. 

The Majlis’ position has also been 
weakened by internal bickerings and 
defection from its ranks. On the no¬ 
mination of his son, Salahuddin, to the 
leadership of the Majlis group in the 
Corporation, Owaisi was charged with 
promoting the dynastic principles. He 
was also accused of Lwouritism to those 
close to him. Subsequently, under 
Mirza Jamil Ahmed Baig, 6 Majlis 
memlvTs of the Corporation (including 
the Majlis-supported Harijan) out of 
I he 19, ili-fected from the Majlis Cor¬ 
poration group and in the 1962 Assem¬ 
bly election three of them, Baig and Far- 
khunda Ali Khan and Chouse Mohiiid- 
din Jaweed and another former mem¬ 
ber, Safdar Ali, contested as Indepen¬ 
dent candidates, opposing the official 

M:ijlis nominees. Farkhunda Ali Khan 

opjioscd ‘fathei’ Owaisi for the Lok 

Sabha se,it, securing just 9,908 votes, 
while Mirza Jamil Ahmed Baig (Malak- 
pet- 1 548 votes) and Syed Chouse 
Mohiuddin Jaweed opposing 'son' 
Owaisi (I’athergatti: 471) could only 

get a joint total of 2.019 votes again.st 
20,703 by the two Majlis nominees. 
Equally disastrous was the fate of 

other Muslim Independents, like Sha- 
rei'l Mohammed (Yakutpura: 2,185), 
Saidar Ali (Pathergatti: 407), Ishaq 

Mirza (Asafnagar- 1,904), Mohd Jalal 
(Pathergatti: .360) and Syed Hasan 
(M-dakpet: 1,908). Nevertheless, Maj¬ 

lis’ own bid to come up as a legisla¬ 
tive party also failed. It had put up 
9 candidates — its President, -\bdul 
Wahid Owaisi for Lok Sabha from the 
Hyderabad City Constituency, and 8 
contestants in 8 out of the 9 Assembly 
Constituencies. The Majlis boss, ‘fa- 
tlier’ Owaisi could muster only 53,378 
votes in an electorate of 3,15,412. 
Though this was 4,134 more than all 
the 8 Majlis Assembly candidates 
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Tabus 6 : Muslim Reprbsbntaiion in State Legislature and Paruament from Andhra Pradesh 

after the Four General Elections 



1952 

(Hyderabad State) 


1957 


1962 



1967 



MPs 

MLAs 

MPs 

MLAs 

MPs 

MLAs 

MLCs 

MPs 

MLAs 

MLCs 

1 


2 


3 


4 



5 


Total 

25 

175 

43 

300 

43 

300 

90 

41 

288 

90 

Muslims 

3 

11 

3 

11 

3 

8 

9 

2 

7 

7 

Congress Muslims 

3 

8 

3 

10 

3 

6 

4 

2 

4 

6 

Percentage of Muslims in 
total 

12 

6.3 

7 

3.7 

7 

2.7 

10 

4.8 

2.4 

7.6 

Muslim percentage in 
population 

12 

12 

7 

7 

7 

7 

7 

8 

8 

0 

Percentage divergence 
between rows 5 and 4 

0 

—5.7 

0 

—3.3 

0 

—4.3 

-f-3 

—5.2 

—5.6 ~ 

-0.4 


(which prcsumahly was the margin ac¬ 
quired from the ninth Ass«-mbly Con¬ 
stituency from where no Majlis candi¬ 
date contested), he was convincingly 
defeated by the veteran Congress Trade 
Union leader and former State Finance 
Minister, G S Melkote, by a margin of 
43,069 votes. As noted earlier, while 
none except ‘son’ Owaisi could be 
elected to the Assembly, the proportion 
of popular votes in favour of the Maj- 
li.s revealed the extent of its Muslim 
mass support. 

S*n-BACK 

The Majlis, however, suffered a set¬ 
back when after the 1962 Elections 7 
more members of its Municipal group 
and two other dissidents applied for 
entry into the Congress party. This 
brought down its strength from 19 to 
a bare 6. In order to improve its po¬ 
sition, in the 1964 Municipal Election, 
the Majlis put up 30 candidates for 
27 out of the 66 Constituencies of the 
Hyderabad Division. It, of course, 
c-oncentrated on the Muslim majority 
areas. Thus while it contested from 
18 out of 20 .south of River Musi Con¬ 
stituencies (in one a Congress Muslim 
had been returned unopposed), it 
fought in only 9 of the remaining 46 
Constituencies in the northern part of 
the City, with low proportion of Mus¬ 
lims among the voters. However, to 
prove its cosmopolitan and secular na¬ 
ture it hud set up non-Muslims includ¬ 
ing Harijan candidates in 5 (including 
3 double-member) Constituencies. It 
did not contest from any of the 28 
Constituencies of the Secunderabad Di¬ 
vision, for the obvious reason that the 
Muslim population there is of marginal 
importance. Anyhow, it could get 
elected only 8 of its 30 candidates (in¬ 
cluding one Harijan nominee) and se¬ 
cured 44,101 votes out of 4,43,581 


votes in the 58 (including 8 double- 
member) Constituencies. In only three 
Constituencies did the Majlis poll 68.8 
per cent and 62.03 per cent and 58.82 
per cent; in its other winning Consti¬ 
tuencies its candidates got in with a 
minority vote; ranging from as low as 
23.21 per cent to 49.04 per cent. Re¬ 
membering the fact that in 18 out of 
58 Constituencies the Muslim popula¬ 
tion is above 50 per cent including 13 
in which it is between 60 per cent 
and above 70 per cent (Table 2), the 
Majlis’ performance was certainly indi¬ 
cative of its dwindling hold on the 
Muslim electorate in 1964. In 16 
Constituencies it was defeated by the 
Congress candidates and in 5 by Inde- 
ptmdents. Notwithstanding all this, it 
lemains true tliat since its revival in 
J.957-58, the Majlis has become the fo¬ 
cal point of Muslim communal polan- 
sation, because it is the only ‘exclusive’ 
Muslim ixrlitical party in the city ol 
Hyderabad (de.spite its public efforts to 
prove to the contrary, sometimes by 
putting up Hindu and Harijan candi¬ 
dates and at oth<!r time by citing the 
clauses of its Constitution). It remains 
a sort of a political fixation for the 
angry Muslim voters who having be¬ 
come cynical of improvement, tired of 
Congress hypocrisy and unimpressed 
by ‘left’ or ‘right’ ideology, use elec¬ 
tions for the vicarious pleasure of mud- 
slinging at the authorities that be. In 
this dysfunction.al collective action, the 
Muslims have their best friend in the 
Majlis. But by playing passion-imlitics, 
by repeating the theme line: “hum tie 
hhi ke hal hukamarard In mumalik pat'" 
(we have also ruled over these domi¬ 
nions); by transforming election into an 
end in itself; and by using the frus- 
tiated mood of the Muslim masses for 
the satisfaction of keeping up its own 
leadership position, the Majlis is post¬ 


poning the creative and positive role of 
the Muslims in the functioning of the 
participatory democracy in India. 

(R) Other Muslim Organisations 

The Majlis is not only not support¬ 
ed, but is often actively opposed by 
almost all the other Muslim organisa¬ 
tions in Andhra Pradesh like Tamir-i- 
Millct, Jamaat-i-Islami, Muslim Majlis- 
i-Mushawarat, Jamiat-ul-Ulema-i-Hind 
and Majlis-i-Ulema-i-Deccan. 

(i) Majlis-i-Tamir-i-Millet 

The All-India Majlis-i-Tamir-i-Millct 
(All-India Association for the Recon¬ 
struction of the Community) was formed 
in 1954 by enterprising youngmen who 
were desirous of shifting the focus of 
Mu.slim masses, smarting under the im¬ 
pact of the Police Action in 1948, to 
the more basic task of cultural and eco¬ 
nomic transformation of the community. 
The precursor of this organisation was 
the Bazm-l-Ahbab (Group of Friends) 
formed in 1950 by the same perstms. 
It is a ‘new type’ Muslim organisation, 
trying to concentrate on the education 
of the Muslims and their employment 
problems and on forging a syncretic re¬ 
lation between Islam and the demands 
of modem age. It claims a member¬ 
ship of several thousands in Telengana 
(mainly in Hyderabad and Nizamabad) 
and in Rayalaseema (Kurnool and Cud- 
dapah) areas of Andhra Pradesh, as 
also in Marathwada and Karnataka 
areas which were once in the Nizam’s 
Dominions of Hyderabad. Its leadersldp 
is young, comprising persons in their 
early forties or late thirties. Its Presi¬ 
dent, KhaliluUah Hussaini, is now the 
Principal of Anwarul-Uloom Evening 
College, affiliated to the Osmania Uni¬ 
versity, and its Secretary, Faiz Zubairi, 
works with a business firm. Its members 
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Tabl« 7 : Muslim Electoral Partictpation in Andhra Pradesh Legislative 
. Assembly in 1962 and 1967 



1962 

1967 

Total Assembly seats 

300 

288 

Total number of candidates contesting 

979 

1,067 

Total number of Muslim candidates contesting 

45 

41 

(4.5) 

(3.7) 

Elected Muslim candidates 

8* 

7> 

(17.5) 

(19.7) 

Defeated Muslim candidates 

37» 

34 • 

(82.5) 

(80.3) 

1 Congress 6; Majlis 1; CPI I. 

2 Congress 8; Majlis 7; CPI 1; Swatantra 1; PSP 1; 

Socialist 3; Muslim 

League 1 


Independent IS. 

3 Congress 4; MajI is 3. 

4 Congress 6; Majlis 3; CPI 3; CPM 1; Swatantra 3; Jan Sangh 2; Independent 16. 


• Figures in brackets are percentages. 


the President of its Organising Com 
mittee, the Tainir-i-Millet brought out 
an election tract, strongly condemning 
the Majlis for ‘deceiving the Muslim 
voters’, lor ‘warming its hands in the 
>'ointnunal fire of Nizamabad only to 
•■eek Muslim votes in Hyderabad, with¬ 
out really doing anything in Nizaina- 
bad’, foi appearing like a ‘tiger’ in 
public meetings but acting like a ‘cat’ 
in the presence of the Chief Minister, 
loi hollow demagogy without any pur- 
pos-ful work of social reconstniction; 
lot splitting the ‘c-ommunity’ by oppo.sing 
good Muslim candidates; and for play¬ 
ing info the hands of the Congress fac- 
tionalists through graft and secret 
de.ils. 


are drawn largely from the young Mus¬ 
lim middle-class intelligentsia (teachers, 
students, salesmen, shopkeepers, pro¬ 
fessionals like lawyers, doctors and 
Government employees) and it is finan¬ 
ced by well known Muslim business 
houses and affluent medical practition¬ 
ers and professionals. It is professedly 
non-p<ilitical and seems to follow the 
general line given years back, in a dif¬ 
ferent context, by Maulana Azad to 
the then Jamiat-ul-Ulema-i-IIind, the 
pro-Congress gioup of Muslim theolo¬ 
gians. 

Poi.rncAi, Slant 

Though organisationally it remains 
aixilitical but it has a political slant. In 
order to create an atmosphere for the 
intellectual renaissance and the socio¬ 
economic reconstruction of the Muslim 
community, Tamir-i-Millet organi.ses 
.study circles and summer camps invit¬ 
ing Muslim intellectuals of diverse 
backgrounds to give talks on themes 
like comparative religion, present state 
^if Islam, and social, economic and po¬ 
litical problems of the Muslims. It 
strives to find a contemporary idiom 
for the reinterpretation of Islam follow¬ 
ing the lead given by Iqbal in his woik. 
“The Reconstruction of Religious Phi¬ 
losophy in Islam”. Iqbal remains its 
single biggest intellectual progenitor. 
It is in this context that they also op¬ 
pose the Jamaat-i-Islami and its tradi- 
tionist theological approach. During 
the first decade of its existence Tamir- 
i-Millet has grown Important numeri¬ 
cally and in its appeal. Today, it is 
capable of attracting those liberal- 
minded students who till a few years 
ago, formed the hard core of the Com¬ 
munist Party’s student front. Its mo¬ 
dernistic tone and issue-oriaitation 
with emphasis on the foundations of a 
composite Indian polity makes it more 


acceiitable to the sophisticated voiiiig 
Mii.slim mind, which has not been able 
to tianscend the bonds of religious 
cohesion, it is now liringing out an 
Urdu WtH-kly. Sftaoor (Consciousness), 
as its organ of publicity. Generally it 
supports Congress policies based on se- 
tiilarism, demociacy and even social¬ 
ism, but feels emotionally disinclined 
to identify with it nioie closely even on 
limited is.sues of agreement. On the 
other hand, it tak«-s a firm .mli-Majlis 
line and openly denounces the coii- 
lealed separatism of the latter’s poli- 
l ies as also the lack of political saga- 
cits and purposefulness of its present 
leadership. 

Two obvious reasons for Tainir-i- 
Millet’s consistent opposition to the 
Majlis are; conflict of personalities 
between the top leaders and conflict of 
orientation and strategy for solving the 
community’s problems. This was high¬ 
lighted in the nos’.- famous Dai-iis- 
Salam Case, 196.“), in svhich the tines; 
lival institutional claimants to the pro- 
pcity acquiied by the pre-I’olic<- .Ac¬ 
tion Majlis were: the nesv revived Map 
lis, till' splinter-group calling itself 
Andhia Pradesh Majlis and the Tamir- 
i-Millet. The personal acrimony gene 
rated by the charges and counterchar¬ 
ges levelled to prove each other's title 
left bitter memcrics in the minds of the 
rival leaders, Osvaisi and Hussaini. To 
this day this finds expression, svheii- 
ever opportunity for contest arises, as 
during election times. In 1967, Tamir- 
i-Millet, openly supported the Congress 
candidate in Charminar, Ahmed Ali 
Khan, against the Majlis nominee, ’son’ 
Owaisi. But it supported the Majlis 
nominee in Yakutpura against the Con¬ 
gress candidate on the plea that in 
both caiies it was supporting deserv¬ 
ing candidates and not parties. Over 
the signature of Ghotise Khamooshi, 


(ii) Janmit-i-Ixlami 

The All-India Jamaat-i-I.slanii (All- 
fiiilia Islamic Party) in Hyderabad is, 
in its objectives, programme and ihc- 
Dietical orientation, akin to the Jamaat- 
i-Islaiiii founded bv Maiilana Sayyid 
\lml ,\la-Mowdoodi in 1941. with its 
headquarters shifted to Pakistan since 
1947 The party is ideologicallv close to 
the Ikhwan-ul-Miislimecn (The Muslim 
U'otherhood) of the Arab ’Fertile Cre¬ 
scent' and Egypt, adhering to the doc¬ 
trinal jxisition that Islamic society rf- 
(|iiires a new iiiterpielation for conteni- 
poiai> validits In the Ulema exercising 
their needlessly abrogated right of 
Ijtihad (independent interpretation). 
The\- represent in their total position, 
the Islamic traditioni.st response to th*‘ 
modern ideological challenges both of 
comiuuiiisin and Western liberalism, 
wbieh the\ oppose as needless Western 
accretions into Eastern polity and as 
I (-sponsible for much of the confusion 
as a consequence of the imported va¬ 
lues and institutions that do not suit 
oriental genius. They are fundamental¬ 
ists in their approach and eclectic in 
then sources of tiadition, drawing their 
inspiration from all the four schools of 
Muslim Jurisprudence (Hanafi, .Shafai, 
Maliki and Hambali), though primarily 
Irom the Hanafi. They are not puri¬ 
tans like the Wahabis, nor segregation¬ 
ist innovators like the Ahmadis, hut 
taking their position within the ambit 
ol the Shariat they are reformists and 
interpreters, trying to emulate eminent 
)urists like Mohammad Abduh, the great 
Qazi and iiuitakkalim (theological pbi- 
lo.sopher) ot 19th Century Egypt. Tbev 
are not politically- inclined like, the 
glamorous Jamaliiddin Afghani, the 
pan-Arab associate of Abduh, nor uie 
they socio-political iconoclasts like 
Mustafa Kemal Ataturk. 

In India, they have a small but u 



Table 8 ; Muslim Electoral Partici- 
PATION IN THE ClTV OF HYDERABAD 
1967 


Tola! city population 931,082 

Total Muslim population (per 

cent) 52 

Total Assembly scats 9 

Total number of nominations 

for the 9 seals 66 

Total number of Muslim nomi¬ 
nated candidates (within 
brackets % of ccl 4) 20 ‘ 

(30 3) 

Total number of contestant^ 

for the 9 seats 49 

Total number of Muslim con¬ 
testants 16’ 

(within brackets %of col 6) (32 6) 

Total number of elected Mus¬ 
lim candidates 4’ 

(within brackets % of col 7) (25.0) 


1 Congress4;Majlis 6; Muslim League I; 

Swatantra 1; Ind 8 

2 Congress 4; Majlis 6;Miislim League 1; 

Swatantra I; Ind 4. 

3 Congress I; Majlis 3. 

close-knit organi.sntinn. They rli.sclain 
large ineinhership, which might iM'conic 
iinwichls and inchoate. In fact th<‘y 
have a foiir-]ihased giaded hierarchy 
ol then adherents — Arakeen (mem- 
liers), Mn'awenecn (supporters), Miitta- 
laiieen (those svho agree) and Miitassi- 
leen (those who are influenced). Their 
Urdu oigaii is Zfiit/ugi (Life) i.ssiied 
Iroin llainpni and Radiance is.sn(‘cl from 
Uelhi is the Lngli.sh organ. In Hydera¬ 
bad the Amn (President) is Mauivi 
Ahd or Hu7.za(| Lateefi, an ahimmis of 
Osmania. who hails from a Telengana 
district. Kaiimnagar. A person of gii-at 
sobriet). clarity of niind, pnr.snasive ai- 
gmnentation and by far the best leader 
among the traditionist Muslims in 11\- 
deiabad. The metubers of the Jama it 
aie sell effacing and dedicated peisons 
s\ ho try to live themselves the life tin y 
ineach. ObviousK’ their appeal is vciv 
restricted, but among the religiously in- 
cliiK'd Muslims of traditionist bent ol 
iiiind. the Inmaat is more aecr'ptable 
than it was in pie-partition India. 

The Jamaat-i-Islaini kept itself aloof 
Irom electoral politics, and even declin¬ 
ed from being diawn into a Muslim 
political consi-n.sus piograinme initiated 
by the newlv ^•stahlish«■d branch of the 
Muslim Ma|hs-i-Mushawarat. In a Pre.ss 
Note it said that w'hile it agrees with 
the impulse of the Mushawarat gene- 
lally, but following "the Quran and the 
Snnnat and m line with its declared 
piineiples and policy [it] was not tak¬ 
ing any direct or indirect part in the 
elections”. Privately, its members 
agreed that they were free to make in¬ 


dividual choice based on the “persona¬ 
lity of the candidate” and his “capacity 
to irromote national and Muslim inte¬ 
rest”. It was clear that they were ob¬ 
viously opposed not only to the type of 
politics the Majlis had been indulging 
in but also to the type of leadership it 
icpiesents, 

(ill) Mnxlini Madis-i-Mmhawarat 

i'he Andhra Prade.sh branch of (he 
.Muslim Maj/is-i-Mushawarat (Muslim 
(.onsnltative .As.sembly) comprises the 
KUnna and Mashaiqeen, the modemis- 
tic-traditumists like leaders of the 
Tainir-i-Millet, members of the Anju- 
lu.m-i-Tararpii-i-Urdu, the Aligarh Old 
Hoys As.sociation and the Muslim mem - 
bc/s ol the Osmania Graduates Asso¬ 
ciation. Its branch President is the self- 
effacing Habibur Rahman, onetini'' 
teacher of Koonomics, a retired .Secre¬ 
tary of the erstwhile Hyderabad Gov¬ 
ernment and now President of the An- 
jiiman-i-Taraqrji-i-Urdu and of the 
Urrlii Arts College Governing Body, 
W'ho has donated his land, his time and 
hi.s energy to the promotion and pro- 
t<‘ction of Lfrdu, and as an act of love 
and dedication helped build the now 
lamoiis Urdu Hall, w'hich has become 
a lendezvous for ctiltural programmes, 
Mushairas and Muslim congregations. 
The Mushawarat stated that though it 
was not within its purview to partici- 
jiate in elections, hut in order to sus¬ 
tain a healthy democratic society, in 
W'hich alone minority rights could be 
a.isiired, it had decided to ‘guide’ the 
Muslims ill the Fourth Geneial Elec¬ 
tions by recommending such candida- 
tc' as W'oiild be worthy of its support. 
Foi this an Election Advisory Com¬ 
mittee was formed on January 16, 
1968, with Maulana Ifaheeb Omai 
Hussain Qadri as Chairman, and Kha 
leehillah Hus.saini (President of 'fami'- 
i-Millet) as the Convener. The Com¬ 
mittee from the lieginniiig emphasi.sid 
that a "closi-r look at the candidates” 
IS moie important than an a.ssessment 
ol the jiarties they represent. They 
declared that they would support can¬ 
didates irrespi-ctive of regional, linguis¬ 
tic, political or ideological considera¬ 
tions, essentially on their individual 
ijiiality as human beings, like those who 
could, aliovc all, be secular and demo- 
ciatic in outlexrk, open and broad- 
iiiinded. Iree from caste, communal, 
linguistic and regional prejudices, 
lieacefnl and peace-promoting, imbued 
with a sense of fraternity towards all 
citizens, p«>rsonally hone.st and upright 
and dedicated to peoples’ welfare. ’The 
Mushawarat requested its members all 
over the State to send lists of such 
candidates who fulfil this test for fur¬ 


ther scrutiny. 

'The Nine-point Manifesto of the 
Mushawarat issued to enunciate its de¬ 
mands and clarify its policy stated that 
the Mu.shawarat would work for: (I) 
improvement of the educational system, 
b> introducing compulsory moral in¬ 
structions in the schools; deleting por¬ 
tions from the history syllabi that are 
offensive to any community and tend 
to .spread hatred bebveen the Hindus 
and the Muslims and thereby rveaken 
inter-communal confidence and harmo¬ 
ny; secularising syllabi in (Sovemment 
schools at the primary and secondary 
school level and permitting the various 
communities to conduct their own re¬ 
ligious in.struction; (ii) change in the 
eU-ctoral system, hy the introduction of 
the piinciple of proportional represen¬ 
tation. as is in vogue in many advanced 
countries for the protection of minority 
interests; (iii) promobon of welfare ac¬ 
tivities of the .State by spreading free 
and compiilsors education: unemplov- 
inent stipend or alternative work for 
jreople: housing facilities; free medical 
help, pension ben<‘fits to the disabled: 
jnotection ol lile and property; eorn- 
jiensatioii for victims of accident; and 
imirosition of pen.ilty and police sur¬ 
veillance for those who fal.sely accuse 
others of ly'ing anti-national; (iv) pro¬ 
tection of personal law by giving as¬ 
surance to all communities that "ven 
il the Constitution infringes any com¬ 
munity’s personal law it will to that 
e.vtent be amended; (v) continuance 
and spread of mother-tongue by assur¬ 
ing to all the <-itizens that they and 
their children will have the right ol 
education in their mother-tongue and, 
lestoration to the Urdu language, which 
IS the inother-tongue of millions, its 
rightful place by declaring it the se¬ 
cond regional language in Delhi, UP, 
Bihar, Rajasthan. MP, Mysore an,! 
Anilhra Pradesh, w'herc it is the mo¬ 
ther-tongue of a very large population; 

(vi) establishment of a Minority Board 
consisting of minority representatives 
t>i solve their difficulties and problems. 

(vii) protection of the educational in¬ 
stitutions of each community and re¬ 
tention of their minority character and 
maintenance of the distinctive ‘minoii- 
t\ character’ of the Aligarh Muslim 
Universits': (viii) protection of the right 
of the minorities to run their religious 
endowments and trusts through their 
own elected representatives; (ix) sodial 
reforms through prohibition of immoral 
literature, anti-social films, alcoholic li¬ 
quor and caste distinctions and discri¬ 
mination based on it and elimination 
of bribery and ineflBciency by a coun¬ 
try-wide movement on the princi¬ 
ples of morality and law. 
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da the basis of Hhe reports from the 
districts and of the visiting committees 
which went to different parts of the 
State and interviewed candidates, the 
Mushawarat issued four lists of approv¬ 
ed tanchdates for the Parliament and 
the Assembly, totalling 38 candidates 
(Table 4 Jl In keeping with its declar¬ 
ed national outlook it sponsored non- 
Muslim candidates who, surprisingly, 
comprised more than three quarters ot 
the total list. It supported a solitary 
Majlis candidate (Khwaja Nizamuddin), 
the same person who was also support¬ 
ed by the Tamir-i-MilJct. Among the 
Muslim candidates it favoured 2 Con¬ 
gress, 1 Swatantra, 1 CPI and 4 Inds- 
pendeiits. It was no secret that the 
Mushawarat was in open opposition U) 
the Majlis, which was clear not only 
from reading between the lines front 
the many statements issued by th<‘ 
Mushawarat itself, but more so from 
the imblic scorn and irreverence with 
which the Majlis speakers treated the 
Mushawarat and its spokesmen. 

Th<! Muslim League had no hcies 
siundi in the city of Hyderabad or the 
.State of Andhra Pradesh. Before lnd< - 
pendcnce, the Majlis was the countei- 
part ol the Muslim League, and in¬ 
deed, the State’s Muslim League was 
iomierl under the simultaneous Presi¬ 
dentship of Bahadur Yar Jung, the Pre- 
siilent ol the Majlis. .\fter Indepen¬ 
dence, the Muslim League has shown 
its hold inainl> in Kerala and Madras 
and despite some attempts b> the Pre- 
.sident of the Muslim League, Moham¬ 
med Ismail, the Majlis President Owaisi, 
refused to merge his party in the I,ca- 
guc. Ilow ridiculous it was lor a per¬ 
son to stand on a Muslim League ticket 
wa.s proved by the unknown but daring 
Sy«‘d Abdul Majeed who in the 1902 
elections got 051 votes from the 60,671 
voters of Mushirabad. Belated wisdom 
must have persuaded him — and other 
Lyaguers, il any — to enjoy the bliss 
ol oblivion in the 1967 elections. 

(iv) }atniat-ul-Vlema-i-llind 

The Jamait-ul-Ulema-i-Hind, as part 
ol the Congress, depends on the latter's 
gi'nerosity for getting a nominated seat 
in the Upper House (its member, Maul- 
vi Abu Yusuf, has again been renonii- 
nated) or a safe seat in the election to 
the Assembly. The Secretary of it.% 
State Branch appealed to the Congress 
President, Kamaraj, to "do justice to the 
Muslims by giving Congress tickets at 
least in proportion to their population”. 
Ideologically and otherwise it was 
clearly anti-Majlis, and gave such sup¬ 
port as it was capable of to the Con¬ 
gress nominee, Ahmed Ali Khan. 


(v) ■ Mo^lM-Vlema-i-Deccan 

The Majlis-i-Ulema-i-Deccan (Asso¬ 
ciation of the Theologians of the Dec- 
can) is a traditionist assembly of the 
Mashai<ieen of Hyderabad, particularly 
of the Qadria and Chishtia Silsila (lite¬ 
rally, ‘line’; denomination of Sufi ordei) 
which account for a large number ol 
the Ulema. One of its politically .active 
groups, the Anjuman-i-Qadria, has con 
tinuously taken a clear anti-Majlis posi¬ 
tion. During the 1967 elections, its 
members actively supported Ahmed Ah 
Khan in Charminar and Akbar Ali Nasri 
in Sitarambagh Constituencies. Natu¬ 
rally even considered bloc-wise it has 
a limited hold on the electorate. 

(vi) Tableegiti JamtiU 

Another active leligious organisation 
is the Tdhleeghi Jamait, which openly 
di.sowiis any (xilitical interest and res- 
tiict.s it.s<*lf only to the propagation of 
l.slam. Its membeis look down on politics, 
no le.ss on politicians, even of their orvii 
community. It is active in the propa¬ 
gation ol the laith. Its members ate 
like mendicants who ‘live* and ‘preach’ 
their lailh. Fioin unverifiable informa¬ 
tion it seems its influence is increasing, 
so IS its active membership particularly 
among small traders, retired goven- 
inenl sciv.ints and the middle-aged un¬ 
employed Muslims to whom Islam is 
the s.itest anchoi of identity. 

(vii) The Shudis 

The Shiahs concentrated almost e.v- 
clnsively in Ward 22, mainly in the lo¬ 
calities III and aioiind Darul Shafa. like 
Kheth Bal Setts. Kochai Kadway Sa¬ 
hib, Dabeerpura and Irani Galli, lunn- 
ber between 20 and 25 thousand, with 
.111 electorati- of about 8,000 to 10,000. 
Theii numbei is no index ol the impoi- 
tant and often decisive histoiic.il roh- 
which they have played, tor good oi 
lor bad, for the last four hundred yeais 
in th<- annuls of Colconda and Hyde¬ 
rabad. The t)utuh .Shahis ol Golconda 
(1412-1687) were .Shiahj,, and indeed 
that was the reason which attracted th<- 
wrath of the puritanical Sunni Moghul 
Emperor, Aurangzeb, who made it al¬ 
most one ol his life-missions to destrov 
till- astendancy ol the Shiahs in the 
I4eccan. Foi generations the top bu- 
leauciaey ol the Asafjahi Hyderabad 
(1724-1948) was Shiah, as indeed was 
some ol the feudal nobility. Under 
Nawab Saiai Jung I, Mukhtai-ul-Mulk, 
one of the most distinguished Shiahs, 
the sect acquired positions ol import¬ 
ance in the administration. In the last 
two ileeades ol Nizam’s rule the Poli¬ 
tical Department was so full of Shiahs 
that local wits punning on the word 


siaaiat (political) called it Mahakrna-l- 
Shia-siat (Department of Shiahs). After 
the integration of Hyderabad, the dis¬ 
tinguished Muslims who played a lead¬ 
ing role in national affairs were mostly 
Shiahs by birth, notable among them 
being the late Nawab Zain Yar Jung, 
architect and elder statesman, Nawab 
.Ali Vav.u Jung. Governor of Ma¬ 
harashtra, and formerly Vice Chan¬ 
cellor Osiimnia University and Aligarh 
Muslim University, one oi our ve- 
teian Ambassadors; his sistei, Maso- 
ma Begum. Minister in Andhra Pradesh 
(19.57-62); the late Nawab Mehdi 
Nawaz Jung, who was an MLA, then a 
MP and Governor ot Cuiaiat. the late 
Saadat Ali Khan, MP, later Amliassa- 
dor to Iraq and Turki>y; Syed Hussain 
Zaheer (formerly of Lucknow) Directoi 
and builder ol the Begional Research 
Laboratory, Hyderabad, and later Di- 
u'ctor-General, Council for Scientific 
and Indu.strial Bcssearch. and SAH Sal- 
i.uii, former Ambassador to Syria, Sene¬ 
gal, and Denmark. 

While foimally there is a branch of 
the .Ml-India Shiah Conference at Hy- 
rlerabad, it is largely inactive and more 
than that ineffective. During the First 
Geneial Eleerions. 1952. the .Shiah lo¬ 
calities yvere part of a constituency 
called the Hyderabad City Constituency 
from which a young man of a well 
known Shiah family, Syed Hassan Abi- 
di. was elected as an Iridepimdent by 
a margin of 10,777 votes defeating 
such Congiess Muslim veterans as Bar- 
iistei .Akbai Ali Khan, now a Member 
ol the Bajya .Sabha. His candidature 
yias supported by the Communist-do¬ 
minated I'eoples’ Democratic Front 
(PDF). Alter the delimitation of consti- 
tiieneies in 1957 and 1962 the Shiah 
.ueas came within the Malakpet consti¬ 
tuency, Irom wheie Sayed Hassan, who 
then stood as a ’pure’ Indeiiendent, lost 
both times to the Congress nominee, 
Ahmed .Ah Khan, getting successively 
li/wei votes. 3.2.58 in 1957 anil 1,90.8 
III 1962, in a Constituency of over 4.5 
thousand voters. During the 1967 
Election, through the good offices ol 
Asghar Hussain, retired IAS known to 
be aspiring lor a Ministerial position 
with the help of the Congress Ministe¬ 
rialist laetioii. and the per.son.il influ¬ 
ence of the well known! Shiah leadi’i, 
the Mabarajkumai of Mahmoodabad. 
w'bo occasionally stays in his house, the 
Shiahs w'ere drawn into Congu.ss fac¬ 
tional politics and were persuaded to 
vote doyvn Ahmed Ali Khan, supported 
by the Congress dissident I action. An 
agieement, it was lumoured. had been 
arrived at between the Majlis President, 
Owaisi, and the Shiahs according to 
which as i/iiid pro quo for the Shiah 
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vote for his son, the Majlis leader had 
promised his party's support to the 
Shiah claims for the restoration of 
<,)utiil> Shahi Mosque and 4shur- 
Khuiias (reliKious houses of mouniing) to 
the eoiivmunity by taking them out oi 
tiu.' hands of the Sunni custodians. 

Notes 

1 Uriefly the results of this cam¬ 
paign and electoral behaviour are 
leported in Rasheeduddin Khan, 
"(fharminar: Communal Politics 
anil Klecloral Rehavioui in Hyde¬ 


rabad City”, P(JiUccl Science 
Review, Jaipur, 8 : 1, January- 
March 1969, 59-90. 

Kiwleeq (Ittihad-ul-Muslimeen Nain- 
ber) Hyderabad, Vol 9, No 5 
(Zilhaj 1358 H) 7-8. Also: Siyasi 
Taqareer, Lisan-td-Ummat Nawab 
Buhadur Yar Jong Bahadur (Politi¬ 
cal Speeches of the ‘Voice of Com¬ 
munity’ Nawab Bahadur Var Jung 
Buhadur) (Hyderabad: Dar-ul-Isha 
at .Siasiya, 1941). 

See in this connection: Abdus Sa- 
lani, “Hyderabad Struggle” (Bom¬ 
bay : Kai.ser-i-Hind Press, 1941) 
and Ruingopul. "Hyderabad Today" 


(a note on die Situation create by 
the Razakar Movement) (Bezwada: 
Vani Press, 1948). 

Khaleeq, n 2. 

Theodore P Wright, Jr “National 
Integration and Modem Judicial 
Procedure in India: The Dar-us- 
Salam Case”, Asian Survey, Vol 6 
No 12 (Decemlier 1966) 679. 

See: Dastur Kul Hind' Maftis-I- 
Ittihad-ul-Muslemeen (Constitution 
of the All India Majlis-i-Ittihad ■ 
tiUMnsIemeen), (Hyderabad: Na¬ 
tional Fine Printing Press, Char- 
kaman, 1958). 

(To he concluded) 
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'Regional Industrial Diversification in India 

Yoginder K Ali^ 

K K Suhrahmanian 
S P Kashyap 


Regional planning has to be concerned with evolving the optimum pattern of inter-regional allocation 
of resources given the diverse production potentials and demand characteristics of the regions. The 
purpose is to achieve the best rate of national growth consistent with the requirement of inter-regional 
equity. 

This paper aims to examine the industrial structure of the regions and the changes in inter-regional 
diversification between 1956 and 1965 — the period covered by the Second and Third Plans. 

The analytical tools employed for this by it are estimation of location quotients and estimation of 
specialisation co-efficients, for each of the 15 States that have been identified as regions for the purpose. 
Finally, it examines the relationship between industrial diversification and levels of industrialisation of 
the regions. 

[This paper is a by-product of a more detailed investigation into inter-regional industrial structure 
in India by the authors in “Inter-Regional Industrial Structure in a Developing Economy: Conceptual 
Frame with a Case Study", (mimeo) Sardar Patel Institute of Economic and Social Research, Ahmeda- 
bad. Also see Y K Alagh and S P Kashyap: ‘Structure of Gujarat’s Industrial Economy: Some Experi¬ 
ments with Input-Output Approach’, “Papers and proceedings of First Gujarat Economic Conference” 
(to be published), and Y K Alagh, K K Subrahmanian and S P Kashyap ‘Structure of Manufacturing 
Industries in Gujarat’, Quarterly Bulletin of Economics and Statistics, Volume IX, Nurriber 4, October- 
December 1%9, pp 1-18.] 


REGIONAL analysis in the context of 

• Indian idanning has to be primarily 
concerned with evolving an optimum 
pattern of inter-regional allocation of 
resources — consistent with the given 
diverse regional production potential 
and demand characteristics — so as to 
ensure the achievement of a stipulated 
rate of national growth and at the 
same time meet the short-term politi¬ 
cal lequirernent of inter-regional equity. 
It has also to safeguard against a re¬ 
gion getting a lopsided industrial-mix 
composed almost entirely, say, of tra¬ 
ditional, slow-growing, or declining in- 
dustiies. This is the problem of indus¬ 
trial diversification. 

The purpose of this paper is to ex¬ 
amine the factual position regarding 
ch^nges in inter-regional diversification 

* in India, from 1950 to 1965 — the pe¬ 
riod covered by the Second and Third 
Plans. 

Method of MEAsuBBaiENT 

The technique of analysis used in 
this paper is simple ‘economic-base’ 
type of analysis, viz, estimation of lo¬ 
cation quotients and specialisation co¬ 
efficients for each of the 15 States that 
have been identified as regions for the 
purpose of this paper. The estimates 
•ue based on factory employment sta¬ 
tistics in preference to ASI data in 
view of tile coverage of the small-scale 
sector by the former. 

The location quotient is a measure of 
relative regional concentration of a 
given industry compared to total na¬ 


tional magnitudes, such as population, 
manufacturing, employment, or income. 
In the present study, a location quo¬ 
tient is expres.sed in terms of an em¬ 
ployment percentage ratio. The nume¬ 
rator of the ratio is the percentage of 
a legion’s total employment accounted 
for by the given industry, and the de¬ 
nominator of the ratio indicates the 
percentage of the overall system’s 
(country’s) total manufacturing employ¬ 
ment accounted for by the same indus¬ 
try. This may be expressed with tlie 
help of the following notation; 

= Employment in the /*' indus¬ 
try of the j**' region. 

= 'rota!l employment in the •'*' 
1 egion 

[r«] 

— Total einployinent in i*** indus- 
tiy in all the regions 



= ’l’otal employment in all tlie re¬ 
gions or system 

ur-] 

I„ =Thc Ideation quotient for i*** 

indiistry in j*** region. 

On tlie basis of the above notation, the 
following definitional eiiuations can be 
introduced: 


by ^ .100 


b = _J_ .100 

T 

and l,j is defined as: 



The value of ly connotes that, if 
0 L 1 less than proportion¬ 
ate share of i*** indus- 
tiy is in j'** region 
^ 1 — more than proportion¬ 

ate share of industry 
• . .th 

IS in j region. 

For .1 K’gional analyst seeking to 
analyse a policy of diversification, the 
location quotients would provide the 
basis for a qualitative judgment about 
the ‘structural base’ of the region’s in¬ 
dustrial economy. The industries with 
high location (luotients constitute the 
indiisliial base of the region, aiul the 
industries witli low location iiuotients 
are relatively non-concc-ntrated and thus 
probably amenable to location in the 
r<‘gioii seeking industrial divei-sifica- 
tion. 

Frojii the locution quotients of diffe- 
lent industiies in a region, the co-effi¬ 
cient o( specialisation foi the legion 
can be calculated. This co-efficient i.s 
computed by (i) subtracting the iiuine- 
lator from the denominator of the 
latio; (ii) adding all positive (or nega- 
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Table 1 : Industrial Specialisations of Regions in India, Location Quotients, 1965 
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Table 1 : Continued 
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Dislilling, rectify¬ 
ing and blending 
of spirits (4.08) 
Wine industries 
(1.00) 

Boots and Shoes 
(6.35) 

Furniture and 
fixtures (1.15) 
Repair of watches 
and clocks (1,00) 
Mfg industries 
n ec (3,01) 
Musical instru¬ 
ments (5.00) 

Mfr of metal 
products (1.15) 
Distilling, rectify¬ 
ing and blending 
of spirits (3.08) 
Furniture and 
fixtures (1.15) 

Distilling, rectify¬ 
ing and blending 
of spirits (1 25) 
Boots and shoes 
(2.18) 

Distilling, rectify¬ 
ing and blending 
of spirits (1.42) 
Soft drinks and 
carbonated wafer 
industries (1.14) 
Furniture and 
fixtures (1.85) 

VC 

Wearing 

apparel 

(5.94) 

Knitting mills 
(1.08) 

Mft of textiles 
nec (2.46) 

1 

1 

•ri 

Dairy products 
(1.60) 

Canning and pre¬ 
servation of fruits 
and vegetables 
(4.00) 

Sugar factories 
and refineries 
(4.81) 

1 

Grain mill pro¬ 
ducts (2.92) 
Bakery products 
(1.28) 

Sugar factories 
and refineiies 
(2 80) 

Mfr of sugar, 
confectionery, 
cocoa and choco¬ 
late (3.33) 

Grain mill pro¬ 
ducts (3.76) 

Sugar factories 
and refineries 
(1 64) 

Mfr of sugar, 
confectionery, 
cocoa and choco¬ 
late (3.78) 


Tanneries and 
leather finishing 
(2.35) 

Leather pro¬ 
ducts (9.42) 

Printing book¬ 
binding, etc. 
(1.44) 

Mfr of wood 
and cork (1.19) 
Pulp, paper and 
paper board 
mills (1.21) 

Tanneries and 
leather finishing 
(1.24) 

Cardage rope 
and twine ind¬ 
ustries (2.75) 


1 

1 

Basic chemicals 
incl fertilisers 
(1.44) 

1 

«S 

Glass and glass 
products (4.13) 

Mfr of cement 
(8.28) 

Mfr of non- 
metallic mineral 
products nec 
(2.61) 

Mfr of cement 
(3.23)hffrof 
non-metallic mine¬ 
ral products, 
nec (5.28) 
Petroleum refine¬ 
ries, etc (1.32) 
Misc products of 
petroleum and 
coal(11.88) 
Structural clay 
products (2.99) 
Glass and glass 
products (1.26) 

Mfr of cement 
(1.58) 

Mfr of non- 
metallic mineral 
products nec 
(2.04) 

Petroleum refin¬ 
eries, etc (1.00) 

- 

Uttar 

Pradesh 

(0.35) 

Rajasthan 

(0.40) 

Bibar 

(0.46) 

Andhra 

Pradesh 

(0.47) 


£ 

E 
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Knitting mills 
(1.08) 

Mfr of textiles 
nec(4.08) 
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Canning and pre¬ 
servation of fruits 
and vegetables 
(2.19) 

Canning and pre¬ 
servation of fish 
(19.5) 

Misc food prepa¬ 
ration (7.71) 

Grain mill pro¬ 
ducts (1.08) 

Misc food prepa¬ 
rations (10.22) 

Pulp, paper and 
paper board 
milb (5.48) 
Printing, book¬ 
binding (1.26) 

Wood and cork 
(3.64) 

Carriage rope 
and twine ind 
(3.75) 

Wood and cork 
(4.97) 


Rubber and 
rubber products 
(1.36) 

Basic chemicals 
inc fertilisers 
(1.57) 
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Mfr of non-metal- 
lie minerdl pro¬ 
ducts n e c (1.74) 
Structural clay 
products (5.51) 
Glass and glass 
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tivf) differences, and (iii) dividinig the 
sums (without regard to the sign) by 
100. Thus: 


s« 


S (bi - b..) 

100 


The specialisation co-efficient (S,j ) 
measures the extent to which a given 
region'.s industrial economy has a diver¬ 
sified patteni. The limits of the spe¬ 
cialisation co-efficient are zero and unity. 
If a region’s industrial economy is as- 
diversified as the national industrial 
economy its specialisation co-efficient 
will be zero, while if all its industrial 
employment is concentrated in one in- 
dustrs', its co-efficient will lie one. 

Given the values ol the .sp«-cidli.sation 
co-efficients of each region, it is possible 
foi analytical purposes to group the re¬ 
gions bioadly by their levels of diversi¬ 
fication. Hegions with 0 S,j 0.25 
can be gronired as ‘diversified’ re¬ 
gions, 0.35 S,j 0.50 as 

‘middle level’ diversification; and 0.50 
S - 1 '‘■•‘’S diversified’ regions. 


Inou.s niiAi. Base ok the Regions 


We begin our analysis by attempting 
a comparative assessment of ‘industrial 
base' of different regions in India by 
using the location quotient analy.sis.* 
In a inulti-iegional economy, a region 
would tend to .speciali.se in those indus¬ 
tries lor which it has a raw material 
ba.se and comparative cost advantage 
and/or scale and locational economies 
and/or for which there is a strong de¬ 
mand base. The location quotients 
would indicate the industries which are 
concentrated, or otherwi.se, in a region, 
and .some correspondence between high 
location quotient and high linkages can 
be assumed. Given sets or blocks of 
interrelated industries from previous 
knowledge, it is possible by using loca¬ 
tion quotient analysis to identify one or 
more sets ol interrelated industries in 
which a region specialises. Industries 
for which ^ 1 may be taken as 

constituting an interrelated set or block 
of industiies and one or more such sets 
or blocks of industries located in a re¬ 
gion may !><• defined as the ‘industrial 
base’ of the region.^ 

This method of identification of the 
‘industrial base’ is useful for a qualita¬ 
tive understanding of the stnicture of 
the regional industrial economy and 
also for interregional comparisons. 
Table 1 depicts the ‘industrial base’ of 
different regional economies in India in 
1965 as identified by the blocks of in¬ 
dustries for which location quotient is 


Table 2 ; Industrial Specialisation Co-efficients for the States, 1956 and 1965 


States Specialisation Co-efScient Per Cent of KNP 

- Originating in 

1956 1965 Manufacturing 

Sector. 1964-65 


Andhra Pradesh 

0.48 

0.47 

3.12 

Assam 

0.76 

0.70 

3.79 

Bihar 

0.52 

0.46 

7.98 

Gujarat 

0.39 

0.33 

11,94 

Jammu and Kashmir 

0.52 

0.50 

2.05 

Kerala 

0.60 

0.59 

4.57 

Madhya Pradesh 

0.31 

0.30 

3.71 

Maharashtra 

0.17 

0.16 

18.37 

Mysore 

0.33 

0.30 

7.01 

Orissa 

0.47 

0.53 

5.88 

Punjab 

0.31 

0.27 

5.21 

Rajasthan 

0.43 

0.40 

2.58 

Tamil Nadu 

0.19 

0.19 

9.65 

Uttar Pradesh 

0.37 

0.35 

3.58 

West Bengal 

0.23 

0.23 

19.04 


Source; Specialisation co-eflicients calculated from Tables of Location Quotients 
for the States of India 1956, 1965, (available with authors). State-wise net 
domestic product fi|pires from Government of India, Report of the Finance 
Commission (Delhi, Manager of Publications, 1969) p 127; and data on 
net value added in manufacturing industries were obtained from Industries 
Division of the Planning Commission. 


greater than, or equal to, unity. The 
indu.stries have been classified into sec¬ 
tors and against each industry the re¬ 
levant location quotations have been 
indicated. The qualitative picture 
emerging from the Table is that of re¬ 
latively independent blocks or sets of 
industries ciMiiprising the industrial 
base of most r»-gional economies in 
India. Excepting Maharashtra, West 
Bengal and Tamil Nadu, the ‘industrial 
base’ of almost all other regions is 
characteri.sed by independent set or 
block of agro-based or mineral-based 
consumer/intermediate goods indus¬ 
tries. For example, the industrial base 
of Gujarat consists of four sets of (1) 
agro-based, consumer goods industries 
(2) fibre-based (textile) consumer 
goods industries (.3) chemical-based in¬ 
termediate goods industries and (4) non- 
metallic mineral-based industries. The 
development of capital goods or de¬ 
mand-based industries is rudimentary 
in this region; the demand for their 
products being met mainly by imports. 
The industrial base of Uttar Pradesh is 
characterised by a wide spectrum of 
agro-based or mineral-based industries; 
in the capital goods sector, activities 
are mainly confined to repair of equip¬ 
ment and motor vehicles. The indus¬ 
trial base of Kerala is i^aracterised by 
the predominance of agro-ba.sed and 
chcmical-baseil industries and is lack¬ 
ing in capita] goods and foot-loose in¬ 
dustries. 'This type of traditional, pri¬ 
mary-resource-oriented base is the ba¬ 
sic characteristic of the industrial base 
of the ri'gional ccortOtlHes in India — 


except Maharashtra, West Bengal, 
Tamil Nadu and to some extent Punjab, 
which besides .specialising in rc.sour- 
ce-based industries also specialise in 
capital goods and foot-loose industries. 

The location quotient analysis thus 
.show’s the industrial base of regions in 
India to 1 r' generally limited to rela¬ 
tively independent blocks of resource- 
bd.scd industries. Drawing a parallel 
in input-output terminology, the Leon- 
tief technology matrix for the regions 
in India can generally lie expected to 
be ‘block-diagonal’ — implying there¬ 
by a weak industrial structure of the 
regional economies in India. The poli¬ 
cy implication of this would be that 
the ‘spread effect’ of the industrialisa¬ 
tion proce.ss w'ithin the regions has 
been poor and that its impact on *re- 
gional tliversification has been limit- 


INOUSIHIAI. DiVER.SIFTCAnON 

What is the relative position of in¬ 
dustrial diversification ol the regions in 
India in 1956 and 1965'/ We examine 
this by estimating the co-efficient of 
specialisation for each region. The co¬ 
efficients of specialisation (Sj; ) for the 
different regions, calculated from the 
location quotient matrix, are given in 
Table 2. When we classify the regions 
into three broad groups according to 
their levels of diversification, we find 
that in 1966, Maharashtra, West Ben¬ 
gal and Tamil Nadu were the indus¬ 
trially diversified regions; Punjab, My¬ 
sore, Madhya Pradesh, Gujarat and 
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Uttar Pradesh could be grouped in 
the ‘middle level’ of diversification; 
while Rajasthan, Bihar, Andhra Pra¬ 
desh, Jammu and Kashmir, Orissa, 
Kerala and Assam, could be regarded 
as less diversified regions. 

Now consider the changes in the di¬ 
versification that t(x>k place during the 
two Five-Year Plans. All States, ex¬ 
cept Orissa, have specialisation co¬ 
efficients in 1965 either equal to, or 
marginally lower than, in 1956 — 
which means that there ha.s been a 
tendency, though a very weak one, to¬ 
wards diversification in the regions. 
Among the diversified regions, Maha¬ 
rashtra registered an incrca.se in the de¬ 
gree of diversification while Tamil 
Nadu and West Bengal showed no 
change throughout the period. In the 
middle level category, Mysore, Punjab 
and Gujarat witnessed an increase — 
Gujarat having the highest increase. In 
the less diversified group, Bihar and 
Assam witnessed the highest increase in 
the level of diversification. Orissa was 
the only region of the economy which 
had a higher value for its co-efficient 
of specialisation in 1965 than in 1958 
— signifying a deterioration from the 
viewpoint of diveisification. On the 
whole, there does not seem to have 
been any significant change in the re¬ 
lative levels of regional industrial di¬ 
versification over the period — as in¬ 
dicated by the mere 0.0227 average 
change in specialisation co-efficient for 
all the regions in 1965 over 1956. 

In terms of ranking of regions ac¬ 
cording to levels of diversification in 
1956 and 1965, the diversified regions 
of 1956 maintained their relative posi¬ 
tions in 1965. In the middle level ca¬ 
tegory, Giijaiat and Mysore ranked 
higher in 196.5 than in 1956; while the 
rauking of Madhya Pradesh and Uttar 
Pradesh declined from the viewi>oint 
of diversification. In the less diversi- 
fieil groups, Bihar’s rank improved 
in 1965 while that of Orissa declined 
considerably. The other regions main¬ 
tained their relative ranks. On the 
whole, however, there has been no 
significant shift in the regions’ relative 
positions as indicated by the value of 
correlation co-efficient (frank=-1-0.967,1 
in rank orders of regions according tc 
the level of diversification as between 
the beginning of the Second Five-Year 
Plan and towards the end of the ’Third 
Five-Year Plan. 

Sthucture ok Regional 
Spectausation 

An interesting feature of industrial 


diversification in India is that the na¬ 
ture of specialisation varies with the 
level of diversification in a region. A 
comparative examination of the indus¬ 
trial ba.se of the regions (Table 1) and 
the degree of their diversification 
(Table 2) n'vcals that the ‘middle le¬ 
vel’ and ‘less diversified’ regions in 
general specialise in resource-based in¬ 
dustries, while the ‘more diversified’ re¬ 
gions have in their base a rounded 
spectrum of industries including capi¬ 
tal goods and demand-oriented consu¬ 
mer goods. For example, Uttar Pra¬ 
desh and Assam specialised in raw- 
material-based industries; their special¬ 
isation in capital goods industries is 
confined to repair of equipment. The 
more diversified region of West Bengal 
by contrast also specialised in capital 
goods and demand-oriented consumer 
goods industries besides raw-material- 
based industrie.s. A similar trend is ob¬ 
served regarding Gujarat vis-a-vis 
Maharashtra, or regarding Kerala vis- 
a-vis Tamil Nadu. 

Puilljr: SlU.'IOR INVE.STMENT 

One intciesting feature emeiging 
from Table 1 is that, in M.rdhya Pra- 
d<‘sh and Bihar there is greater specia¬ 
lisation in th<? capital giKids industries 
compared to in the other regions at 
similar levels of diversification. This 
poses an exception to the generalisation 
made earlier about the relationship be¬ 
tween level of diversification and struc¬ 
ture of specialisation, and the excep¬ 
tion throws interesting light on the re¬ 
gional repercussions of the public sec¬ 
tor investment in India. These regions 
have received a higher level of public- 
sector industrial inveshnent, mainly in 
capital gixids industries. Madhya Pra¬ 
desh, Orissa and Bihar leceived 28.0 
per cent, 14.4 per cent and 12.5 per 
cent, respectively, of total public sec¬ 
tor investment by the Government of 
India during the period 1951 to 1966.’ 
In the capital goods sector, Madhya 
Pradesh specialises in the manufacture 
of electric machinery, basic iron and 
.steel, and non-leirous basic metal. The 
heavy electrical equipment plant at 
Bhopal, and the iron and steel works 
at Bhilai, are new public sector projects. 
There has also been public sector in¬ 
vestment in the non-ferrous mineral 
products. In the same sector, Orissa 
specialises -In the iron and steel indus¬ 
try as a result of the public sector 
works at Rourkela; another source is 
the public sector manufacture of heavy 
mechanical machinery at Ranchi. 

Despite the large public sector in¬ 


vestment, these regions have not be¬ 
come very diversified industrial econo¬ 
mies. The expectation of the planners 
has been that “large-scale indus¬ 
tries, specially basic and heavy indus¬ 
tries, frequently serve as a spearhead 
of intensive and broad based develop¬ 
ment”.’ Exjacricnce, however, has be¬ 
lied this exp<!ctation; public sector in¬ 
vestment has led to an enclave-type of 
development in the less developed re¬ 
gions and ‘spread effect’ within the 
respective regions has been low. The 
issue here is not the relative merits of 
public sector investment, nor the de¬ 
sirability or otherwise of public sector 
investment in the ‘backward regions’; 
simply that, the type of public sector 
investment undertaken in the past in 
the backward regions has not led to 
one of the objectives that had been 
laid for it. Our analysis confirms that 
public sector investment in the basic 
and heavy industries does not by itself 
substantially raise the relative li-vcl of 
diversification of a backward region. 
.Steps have to be sought for evolving a 
policy by which large projects serve as 
nuclei of growth. 

INDU-STRIALISATION AND 
DlVER.SIKICAllON 

Let US finally examine the relation¬ 
ship between industrial diversification 
an<l l<-vels of industrialisation of the re¬ 
gions. In the initial phases of the in¬ 
dustrial development of a region, the 
level of industrialisation would natural¬ 
ly be low; the industrial structure would 
consist of resource-based industries and 
the degree of diversification would be 
low. With the advance of industriali¬ 
sation, however, the industrial structure 
would tend to become more diversified 
taking in its fold demand-based as well 
as capital goods industries. Generally, 
a highly industrialised region is not 
likely to have an industrial structure 
that has a very low level of diversifica¬ 
tion. 

We tried to test this relationship in 
h-rms of a rank correlation between the 
extent of industrialisation of the re¬ 
gions, as measured by the ratio of net 
national product originating in manu¬ 
facturing sector, and the degree of di¬ 
versification, as indicated by the spe¬ 
cialisation co-efficient, in an inverse 
order (Table 2). The co-efficient (rrank 
= -i-0,60) was found to be significant 
at the 97.5 i>er cent level of confidence. 
The postulated relationship between in- 
diistriali.sation and diversification was 
thus found to lie generally true. 

The results of our analysis suggest 
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that a diversified industrial structure is 
a concomitant of a high level of indus¬ 
trialisation of a region; and, therefore, 
that the oljjective of a diversified re¬ 
gional structure is primarily dependent 
on the rate of industrial growth. Nev<T- 
theless, the need to have a balanced 
regioital-industrial structure may reejuire 
special efforts incoiporating the inter¬ 
regional aspects of re,sourer; allocation 
in industrial planning. The aiialy.sis car¬ 
ried out in this paper iileiitifies the 
characteristics of the industrial struc¬ 
ture of the regions and may, therefore, 
provide a framework in the effort to 
get at .such a balance. 

Note.s 

1 This can also be identified by using 
more sophisticated methods like 
input-output analysis. Our earlier 
study however showed that in a 


SAMUEL Paul’s eoniments (‘Investment 
in Agriculture — A Cost-Benefit Ana¬ 
lysis’, May 16, 1970, pj) 808-11) on 
our article* may be summarised as fol¬ 
lows ; * 

Starting liom the observation that, 
even in the midst of tlic recent indus¬ 
trial recession, there was a consistent 
growth ill the production of investment 
giMids required in agriculture, Paul 
cxmcludes that farmers would not have 
undertaken the.se investments unless 
they were highly profitable. Since our 
study (which Paul designates the ‘RBI 
study') show'cd that investment in wells 
and pumps was feasible in only two of 
the five districts for which data were 
analysed and that investment in trac¬ 
tors was not found to 1 k» feasible in 
the single district for which data were 
analysed, he felt that either the farmers 
were irrational oi the- RBI study was in 
error. His coticlusioii was that the RBI 
study was in error, both on its objec¬ 
tives and its approach. Developing his 
argument, he has raised the following 
.specific points: 

(1) Benefit-cost analysis can be un¬ 
dertaken cither from the private or the 
social ixiint of view. ‘The RBI study. 


developing economy not much ad¬ 
ditional qualitative understanding 
is achieved by the input-output 
method and that an intelligent use 
ot location quotients will yield the 
same information as revealed by 
the input-output method. See Y K 
Alugti, K K Subrahmanian, and 
S P Kashyap, op cU, (mimeo). 

2 Walter Isard: "Methods of Re¬ 
gional Analysis”, Cambridge, MIT 
Press, 1960, Chapter 6. 

3 See Government of India, Ministry 
of Finance, Bureau of Pliblic En¬ 
terprises, Report of the Working of 
Industrial and Commercial Under¬ 
takings of the Central Government, 
Delhi, Government Pres.s, Annual. 
Also Economic and Political Week¬ 
ly, October 5, 1968. 

4 Government of India, Planning 
Commission, Third Five-Year Plan, 
Delhi, Manager of Publications, 
1961, p 142, also see section on 
‘Large Projects as Nucli of 
Growth’, pp 149-50. 


which attempted the analysis from a 
financing hank's point of view, was ad¬ 
opting a ‘truncated approach’ which 
served the interests of neither private 
nor social welfare. 

(2) The RBI study ignores the re¬ 
ceipts of farmers from sale of water, 
hire of tractors, etc, in calculating the 
lienefits of an investment. Given the 
indivisibilih'cs of farm investments and 
the two peculiarities of Indian agricul¬ 
ture, viz, fragmentation of holdings 
and small unit of cultivation, banks 
should not only include receipts from sale 
of water, hire of tractors, etc, on the 
benefits side but should also encourage 
.such arrangements. Failure to do so 
would distort feasibility analyses be¬ 
sides resulting in discrimination against 
small farmers. 

(3) The arbitrary choice of a period 
for analysis of benefits and costs, cor¬ 
responding to what is regarded as the 
appropriate repayment period in bank¬ 
ing hu.siness, understates the producti¬ 
vity of an investment. 

(4) Although the RBI study recogni¬ 
ses in theory the need for including 
saving in costs in the feasibility analy¬ 
sis, in practice, it ignores the cost- 


reduction made possible by tractors. 

(5) For these reasons, what the RBI 
study has attempted is not benefit-cost 
analysis but an analysis of cash flows.- 

Paul then proceeds to work out the 
internal mtes of return, giviiig a zero 
net present value for the invesbntmts. 
In calculating these rates, he uses the 
data provided in the RBI study but 
radically alters the assumptions under¬ 
lying it. For example, he assumes that 
(i) banks will be able to provide 10- 
year loans both for construction of wells 
and for installation of pumpsets, (ii) 
receipts from sale of water equal to 50 
per cent of the incremental income re¬ 
ported in the two least viable districts, 
and (iii) the annual incremental income 
due to a tractor, inclusive of cost-saving 
and receipts of hire charges, aggregat¬ 
ing Rs 19,500 per tractor. Ilis calcula¬ 
tions, based on these assumptions, show 
that in all the five districts, the rate of 
return on investment in wells and 
pumpsets was far in excess of 9 per 
cent — the rate of interest charged by 
banks on their loans. A similar conclu¬ 
sion has been reached regarding in¬ 
vestment in tractors. Paul thus tries to 
establish that investments in all five 
districts were economically feasible and 
that the “iMKim in the demand for in¬ 
vestment goods ill the agricultural sec¬ 
tor in the midst of the recession is no 
longer .so .surprising”. 

Paul’s hypothesis that the RBI study 
had to be wrong because there was a 
boom in the demand for investment 
goods in agriculture in the midst of a 
general recession is difficult to accept. 
Without entering into a controversy on 
this point, we may ask whether he 
would now formulate the opiX).site hy¬ 
pothesis becau.se of the current reces¬ 
sion in the oil engine manufacturing 
industry unaccompanied by general le- 
cessionary CKinditions? * 

We do not agree with Paul’s view ' 
that benefit-cost analysis can be under¬ 
taken from cither of just two view¬ 
points, viz, private and social. What 
the aim of analysis should be .. de¬ 
pends upon the entity for which the 
evaluafion is being made”.® The main 
purpose of our article was to evolve 
(and demonstrate the application of) 
a method of benefit-cost analysis suited 
to the peculiar needs of banks. Since 
banks are business institutions with a 
social responsibility, our endeavour wtts 
to evolve a method which would syn¬ 
thesise the needs of good banking bu¬ 
siness with those of social welfare — 
to the extent such synthesis is possible. 

Once the validity of such an objective 
for benefit-cost analysis by banks is' 
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conceded, Paul’s criticism against our 
article loses significance. Let us take 
his point-that the exclusion of the re¬ 
ceipts from sale of water on the bene¬ 
fits side distorts the feasibility analysis, 
besides resulting in discrimination 
against small farmers. The practice of 
sale/purchase of well-water is not as 
widespread in Indian villages as he 
seems to think.* For example, sale of 
water was reported by a few cultivators 
in sample category ‘C’ in only one 
(Chitoor) of the five districts studied by 
us. Further, the average receipts from 
sale of water, at Rs 158 per farmer in 
that category, formed about 8 per cent 
of the incremental income (Rs 1,943) 
brought about by the joint investment 
in a well and a pumpset on the inves¬ 
tor's own farm. Apart from the fact 
that sale of water is not widespread, 
the more fundamental points which 
banks will have to consider before in¬ 
cluding receipts from sale on the bene¬ 
fits side are: (i) Is the character of de¬ 
mand for water from potential buyers 
perennial, and not occasional such as in 
^the event of failure of rains? (ii) To 
what extent is potential demand likely 
to diminish over the loan-period be¬ 
cause f>f construction of new wells by 
other farmers in the village or because 
of over-pricing and inefficient water- 
nianagement by the owner? (lii) What 
is the additional risk to the bank aris¬ 
ing from the inclusion of receipts from 
sale of water, especially when such re¬ 
ceipts form a sizeable portion of total 
benefits? and (iv) To what extent will 
banks encourage indiscriminate con¬ 
struction of wells' because receipts from 
sale of water arc included in the es¬ 
timation of benefits? 

To strengthen his argument that re¬ 
ceipts from sale of water be included 
in the calculation of benefits, Paul has 
■given the analogy of an engineering 
unit producing castings, some of which 
are processed in tlie plant itself and 
others sold directly, and he has posed 
the question: “Should the financing 

institution ignore the potential profits 
arising out of the direct sale of cast¬ 
ings?’’. We feel that the analogy is 
not appropriate because the organi.sa- 
tion of production on a farm being 
quite different from that in an indus¬ 
trial unit, well-water does not have the 
typical characteristics of an interme¬ 
diate good. Not inclusion of receipts 
from sale of water but joint use through 
joint ownership (as suggested in our 
article) is, therefore, the appropriate 
solution for the difficulties posed by in¬ 
divisibilities, fragmentation of holdings, 
and small unit of cultivation! If 


Paul’s suggestion that potential receipts 
from sale of water be included in the 
calculation of benefits is accepted by 
banks, then, technically, a cultivator 
with just a few cents of land may be¬ 
come eligible for an investment loan if 
he can furnish other security to the sa¬ 
tisfaction of the bank. Since only af¬ 
fluent persons in the rural areas can 
furnish the required non-land security, 
it is not likely that the benefit of banks’ 
investment loans wiU accrue to the ge¬ 
nuine small farmers who supplement 
their meagre farm income through wage 
labour. 

Paul’s next point is that the period 
chosen by us for the benefit-cost ana¬ 
lysis is shorter than the serviceable life 
of the investment and that the choice 
is arbitrary. It has never been our 
contention that the period chosen by 
us in the article for the purpose of 
illustrating the use of benefit-cost ana¬ 
lysis is sacrosanct and should be strictly 
adhered to by the financing banks. We 
have referred in the article to the gene¬ 
ral considerations wliich will govern the 
choice' of loan period (which is the 
same as the period of analysis) bv 
banks for evaluating different farm in¬ 
vestments. In the case of permanent 
land improvements like wells, the pe¬ 
riod of repayment may be stretched up 
to the full limit allowed by the matu¬ 
rity period of banks’ borrowed resour¬ 
ces and in the case of investment in 
plant and machinery, the period may 
coincide with the serviceable life of the 
asset. For illustrating the application 
of benefit-cost analysis, we assumed 
(on the basis of banks’ obseived prac¬ 
tices) the iieriod to Ire 10 years in res¬ 
pect of loans for construction of wells 
.ind .5 years each in respect of loans 
for the installation of pumpsets and 
purchase of tractor;,. We would certain¬ 
ly have no objection if Paul (or any 
financing bank) wanted to choose diffe¬ 
rent periods from those a.ssiimed by us. 
Rut we feel that a bank’s freedom to 
elongate the loan-period will be limited 
by the general considerations st.ated 
above. The life of a well may range 
anywhcic from 30 to 60 years. It is 
finite obvious, however, that banks can¬ 
not afford to Irek up their resources to 
.any appieciable e.xtcut in loans due to 
be retired some 30 to 60 years after 
theii issue. In other words, it is virtu- 
•illy impossible for banks to process loan 
,'pplications on the. basis of benefits 
from wells expected to accrue over their 
whole scrvicjable life, 'f’his basic con¬ 
straint on file banks’ freedom to coin¬ 
cide the period of benefit-cost analysis 
with the entire life of iJenmancnt in¬ 


vestments cannot be assumed away by 
bankers, as does Paul. It is also not 
as if banks are the only institutions 
which cannot relate benefit-cost analy¬ 
sis to the entire life of an investment. 
Even in the US, the period of benefit- 
cost analysis is limited to 50 years for 
all public projects whose life may be 
expected to exceed tliis figure. 

We may now turn to the point raised 
by Paul, viz, that we have ignored the 
cost-saving effect of investments in our 
calculations of benefits, though we 
have recognised, in theory, the need 
ior including cost-saving in the 
leasibihty analysis. Wc have not 
been able to understand why Paul got 
this mistaken impression. Inclusion of 
cost-saving is built into the very me¬ 
thod we have used for estimating the 
incremental income due to an invest¬ 
ment, though we have provided se- 
paraU' estimate's of cost-saving in the 
case of tractors alone. Thus, we have 
shown that, of the increase in farm 
receipts per tractor amounting to Rs 
13,262, Rs 8,783 represented increased 
crop production and Rs 4,479 savings 
in costs. 

To conclude tliis note, we may ex¬ 
amine the rates of return on investments 
provided by Paul in Tables 1 and 2 of 
his artii'jle to prove that, contrary to 
our findings, investments irt most dis¬ 
tricts were feasible. All of Paul’s cal¬ 
culations in Table 1 relate to the joint 
investment in a well and a pumpset. 
Observers of liidiim rural conditions 
know that a faimer usually installs a 
pumpset on his well only after he is 
convincr cl that the well has a depend- 
•ible and abundant supply of water to 
justify the fuithor investment in the 
pumpset.® Thus, almost by definition, 
the wells considt'red under this category 
had more secure and more abundant 
wali'r supply and, consequently, larger 
benefits than those not equipped with 
puiiipsc'ts. According to our own calcu¬ 
lations, in which we as.sumed the loan 
foi th(' construction of a well and for 
the. in.stallalion of a inimpsct to have a 
cuiTcncy of 10 y;ars and five years, 
respectively, the joint investment was 
feasible in three of the five districts 
stinlicd. As between Sholapur and 
Kolar, the two districts in which the 
joint investment W'as not found to lie 
feasible, the fonrier was a marginal 
case inasmuch as the investment turn¬ 
ed feasible if the allowance for risk 
was reduced from Rs 300 to Rs 135 
pi'r fanner, or if tlic period of loan 
provided for tlie installation of a pump¬ 
set was extended from five to seven 
years. The investment was, however. 
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definitely not viable in Kolar even with 
the extended period. Paul’s own cal¬ 
culations produced tht; same results 
except when he changed our data by 
making the arbitrary and unfounded 
assumption that, cultivatur.s in Kolar 
district received additional income 
worth Rs 770 each from sale of water. 

As regards his calculations concern¬ 
ing the tractor, the rate of return is 
found to be favouiablc only by assum¬ 
ing that the tractor-loan will have a 
currency of 10 years instead of 5 years, 
as assumed by us, and that the re¬ 
ceipts from hire charges are included 
in the benefits. 

Contrary to the sale of well-water, 
the practice of hiring out tractors was 
fairly widespread among their owners 
in the area of the study. Our data 
showed that the tractor was not always 
hired for farm operations alone and 
that every hire-hour brought to the 
owner a clean profit of Rs 59. If the 
benefit-cost analysis of tractors as an 
agricultural investment is to be at¬ 
tempted from a social viewpoint, 
would Paul include receipt of hire- 
chargi’s mi the benefits side without 
ascertaining the extent to which they 
were hiied out for buna fide farm 
piiriioses and that the real gain to the 
hirer per hire-hour was worth at least 
Rs 71 vshicli is the charge levied by 
the ownerr' 

Notes 

‘Production-and-RepasTnent Capa¬ 
city-Oriented Landing for Farm 
Investment’, RBI Bulletin, January 
1970, pp 56-77. 

2 The views expressed in this article 
ar<i those of the authors and not of 
the institution in which they are 
working. 

3 Manual on Economic Development 
I’roirct.i, United Nations, New 
York, 1958, p 194. 

4 The Indian Institution of Manage¬ 
ment study, cited by Paul, which 
showed that fanners in the select- 
<'d {listiiets in Gujarat (Meh.sana 
and Kaira) sold 73 per cent of their 
walei to others, obviously repre- 
jiresents veiy special conditions in 
regaul to ground water suirply. 
Note the lollow'ing features: (i) 
the study in question related to 
dug-ciun-hoie wells only, (ii) the 
sample ol laimeis included only 
those whose pumps had thi; desired 
horsepower and discharge, (iii) the 
average unit investment was be¬ 
tween Rs 15,000 and Rs 16,000 
and (iv) on an averagi* each pump- 
set urigated as many as 30 acres 
and was used by 4 farmers. 

5 Gon.striu'tion can be indisciiminate 
in two ways. The location of a new 
well may be undesirable in the 
sense that it cuts oH the supply of 


water to an existing well. Second¬ 
ly. the construction can be indis¬ 
criminate in the aggregate, i e, 
there may be more wcUs than can 
be sustained by the available 
ground water resources, each with 
a small irrigation capacity. 'The net 


reiiult in both situations is 'tnisin- 
vestment*. 

Another situation, though ratjier 
rare, in which a pumpset is instal¬ 
led on a well is when the water- 
level is so low as to rule out its 
lifting by means of bullock power. 
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Pure Socialists? 

LAST year in May, the Sri Lanka Freedom Party (SLFP) along with its 
allies, the Communist Party and the Trotskyist Lanka Sama Samaj Party 
(LSSP), was voted back to power in Ceylon with a grand majority on the 
basis of its socialist slogans which promised succour for the vast majority 
of the economically downtrodden. But soon after coming to power die reali¬ 
ties of the economic situation, particularly the stranglehold the international 
trade structure has on Ceylon’s export-oriented economy, softened the slo¬ 
gans of the SLFP-led Government and made it call lor a period of austerity. 
Also, lor the first time since independence there were no ready-made issues 
to divert the attention of the populace away from their basic economic 
needs. 

It had also probably become clear to many university students that the 
top leadership ol the UNP, the SLFP, the Federal Party, as well as tho 
Communist Party and tho LSSP, had all along remained in the hands of a 
few well-to-do, urban, English-speaking families, who had expressed tho 
needs of the people and partly satisfied tliesc needs. The instruments of 
power had never passed into the hands of the politically awakened masses. 

It is the disenchantment with the leadership of the UNP, the SLFP and all 
the other parliamentary parties, particularly among university and high 
school students, which originally led to the formation of the Janata Vimukti 
Peramuna (jVP) or People’s Liberation Front imder the guise of a student 
study group which is first said to have met in 1964, to discuss ways of bring¬ 
ing about “pure socialism”. Its young leaders in interviews in Ceylonese 
newspapers in which they took part before going underground, insisted that 
they were a purely indigenous movement and were not foreign instigated. 
The origins of the movement in Ceylon’s universities make this claim credible, 
but whether they have been aided with arms, other supplies and military 
training by .some communist country or countries remains an open question. 
The existence of the JVP has been public knowledge for at least the last 
two or three years, but it seems to have been treated in a casual manner 
and regarded, initially, as nothing more than a group of revolutionary talk- 
eis who were unlikely to develop into any real threat to the established 
Government. 

Additionall>, the SLFP led Government, so enthused about its socialist 
charisma, did not forcsi-e a threat from a group to its Left. On the cont¬ 
rary, Ceylon’s governments, particularly the SLFP ones, have always been 
wary of coups by tlie defence forces and quite justifiably, as there have been 
coup attenijits by the military. More significantly, the Cc'ylon police has had 
little or no experience or need to maintain a ‘special branch’ type of political 
surveillance over likely conspirators (outside the armed forces). 

In any case, a combination of factors has led to a well-organised and 
widesiiread outbreak of armeil attacks. Tlic Government now claims that the 
aim of the JVP was to kidnap or murder the Prime Minister and seize power 
in Colombo. This claim, however, may be a ruse to rally all the parliamentary 
forces even more firmly to its side. Tlie magnitude and intensity of the JVP’s 
actions, however, confirm that the armed insurrection was carefully planned. 
What is more transparent is that the Government was caught quite unawares. 
A month ago the movement was said to number no more than about three or four 
thousand. Estimates have now jumped to anywhere between 30,000 and 80,000. 
The Government has also sought military aid from India, Pakistan, Britain, the 
USA and the USSR. So far India, Pakistan and Britain have responded with 
alacrity. Both Indian and Pakistani helicopters are operating in Ceylon on 
supply and relic* missions, clearly showing that a movement such as that 
launched by the JVP can have no sympathy from the powers that be in New 
Delhi or Islamabad. Of course, Pakistan also wishes to retain the goodwill 
of the Ceylon Government so that it can use Ceylon’s transit facilities to 
carry' men and supplies to suppress Bangla Desh. 

The decision to expel North Korean diplomats from Colombo, could bo 
just a ploy to show that the JVP is a foreign-inspired movement without local 
foundations. On the other hand, since Colombo has close economic ties 
with China, particularly concerning rice supplies, it probably could not afford 
to alienate Peking, even if the latter had a hand in the movement, although 
Peking is unlikely to have dabbled in this sort of enterprise as it has con¬ 
sistently shewn that it prizes its national interest in terms of maintaining 
friendly relations with a friendly, strategically placed power, even if it means 
not helping a nascent people’s liberation movement. Or perhaps Peking is 
playing a double role and being helpful to both the SLFP and the JVP? 


Food Policy 

Capitulation without 
Showdown 

THOSE who had expected the greatly 
strengtljened political authority of the 
Centre to be reflected in its stance on 
the rabi foodgrains procurement prices 
issue had surely misjudged the bases 
of that greater authority. It was un¬ 
likely that the Central Government 
would so early jilt those very State 
party-bosses and landed interests that 
had helped it to consolidate its posi¬ 
tion. So, rather than go through the 
ritual lip-service to the Agricultural 
Prices Commission’s recommendations at 
the Chief Ministers’ Conference (due 
to be held as we go to press) and put 
up a public show of difference with 
the .States, the Union Cabinet has an¬ 
nounced that its consensus is to main¬ 
tain wheat procurement prices. The 
States had already conveyed their stand 
— through conferences of agriculturists 
as in Tamil Nadu, through Union 
Minister of State Shinde as when he 
went for ‘exchange of views’ with 
Andhra Pradesh, or through public 
statements as by the UP Chief Minis¬ 
ter, Kamlapati Tripathi. 

The dual purpose of the AFC’s re¬ 
commendation was to mitigate the 
burden on tl ■ poorer sections of the 
community and to help maintain the 
price-line. The APC has used these 
twin arguments before. This time 
there weie special considerations. True, 
1970-7rs production has been estimat- 
t'd to be as high as 106 million ton¬ 
nes—for which reason PL 480 im¬ 
ports are scheduled to be lower by 
about a million tonnes in 1971. Even 
so, 40 per cent of the offtake from the 
public distribution network is of im¬ 
ported grains, which are cheaper and 
help depress issue prices. Nevertbeless, 
as late as in March, the Minister for 
Food and Agriculture reiterated the 
intention to stop imports after 1971. 
So, in taking the decision to maintain 
procurement prices the Government 
will have to decide either (a) to conti¬ 
nue imports so as to maintain issue 
prices of the distribution network or 
(h) to bear a higher subsidy of Rs 35 
crorrs (although in its Budget it has 
provided for Rs 10 crores) for food- 
grains issued tlirough the public dis¬ 
tribution system. It could, of course 
do neither and pass on the burden in¬ 
stead to the consumers through highei 
issue prices; and in that case it would 
he going against its pre-election pro¬ 
mises to the poor. 

Whatever way it may transfer the 
burden, in not stipulating lower pro¬ 


curement prices the Government is 
side-stepping the longer-term issues of 
tapping the surpluses within the agri¬ 
cultural sector for developmental pur¬ 
poses. The facts must not be glossed 
ovci that in the past five years even 
while foodgrains production and pro¬ 
ductivity have risen steeply, so also 
have prices; that the plea for higher 
pi ices to protect the poor peasant is 
untenable since much of the market¬ 
able surplus comes from well-to-do 
farmers whose profit margins are size¬ 
able and who also bear no Income- 
tax; that the technological break¬ 
through of the high-yielding varieties 
has come to rest on a plateau and only 
extension efforts of an entirely differ¬ 
ent sort — not ‘incentive prices’ — can 
make productivity rise further. 

The conclusion is inescapable that, 
in maintaining wheat procurement 
prices after an unusually excellent 
wheat crop (21-22 tonnes despite pooi 
rams, against last year’s 20 million 
tonnes, thanks to the green revolu¬ 
tion) the Union Government is not try¬ 
ing to make procurement easy, hut 
rather, is offering a support price to 
the already wealthy Punjab/Haryana/ 
western UP farmers. Whether the sup¬ 
port price is propped up by subsidy, 
or by foreign exchange expenditure on 
imports, or simply by the private bud¬ 
gets of poorer people who mainly buy 
from the ration shops, it is a way of 
sacrificing growth alternatives in other 
sectors as well as social ju.stice to suit 
the large farmers’ lobby. 

East Bengal 

Heading Off the Guerilla 


THE expected announcement of a new 
provisional government of Bangla 
Desh (to replace the still-bom one 
formed last month under Zia Khan) 
came last week. While India probably 
played an important role in the forma¬ 
tion of the government by making 
possible the necessary contacts and 
consultation among the leaders of the 
Awami League, it has side-stepped the 
issue of recognising it with the argu¬ 
ment that recognition by India at this 
stage would be counter-productive 
since it would appear to lend substance 
to Pakistan's allegations of Indian in¬ 
terference in the civil war in East 
Bengal. ’The provisional government 
has thus to begin elsewhere in its 
search for international diplomatic 
underpinning. One course open to it 
is to try for recognition by one of the 
more important non-aligned countries 
while seeking informal support from 
the Big Powers, the Soviet Union 


/ 

particularly. 

However, those who may be, for 
diverse reasons, sympathetic to the 
freedom movement in East Ben^ wil’ 
be influenced in their attitu<4t.< to'the 
provisional government by t’ie fortunes 
of the civil war which, even going by 
reports from Indian sources, have de¬ 
finitely turned unfavourable. The 
Pakistani army appears to be in sight 
of its immediate objective of establish¬ 
ing control over the more important 
cities and towns and securing its sup¬ 
ply and communication lines. It ap¬ 
pears to have been able to do this 
without having to drop its guard 
against India by moving more troops 
from the west. Particularly unfortu¬ 
nate from the point of view of the 
freedom fighters is the fall of 
Chuadanga, the proclaimed seat '-Z the 
provisional goverrunent, within diays 
of the formation of the govemmeut. 

Apart from this, not wholly unfx- 
pected, turn in the military situafon, 
the other handicap of the provisional 
government would appear to be that it 
represents only the Awami League. In 
its composition it reflects the situation 
as it was after the elections to the 
National Assembly, but not the signi¬ 
ficant changes that have taken place 
since the outbreak of the civil war. 
The Awami League’s expectation that 
the local leadership of the struggle 
would devolve on its representatives 
elected to the National Assembly ap¬ 
pears to have been falsified in many 
places. A number of Awami League 
memlx'rs of the National Assembly 
were arrested or perhaps even killed 
by the army in its first swoop; many 
others have faded into the background 
or crossed over to India. Instead in 
the areas where there has been active 
contact between the army and the 
freedom fighters new local leaders are 
emerging. This development may not 
call into question the provisional gov¬ 
ernment’s authority immediately since 
there is very little central directioD 
of the conduct of the war just now. 
But should the war drag on, the posi¬ 
tion of the provisional Awami League 
government is likely to become un¬ 
tenable. 

Being completely unprepared for it, 
the Awami League cannot but view 
the prospect of a long drawn-out war, 
which could see the progressive erosion 
of the political and moral authority 
derived from its sweeping election 
victory, with apprehension. This atti¬ 
tude is evidently shared by the Gov¬ 
ernment of India which has its own 
worries about the possibilities of the 
leadership of a protracted armed.strug¬ 
gle in East Bengal falling into the 
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1 handr of 'undesirable* elements and 
of the likely impact of such s struggle 
on this side d the Border. Yahya 
Khan'& regime in West Pakistan, un- 
It] iV foolhardy enough to hope 
thatw'can militarily crush the politi¬ 
cal aspirations of the people of East 
Bengal, is also likely to be on the 
lookout soon for ways of avoiding get¬ 
ting bogged down in a guerilla war. 

There are thus strong pressures 
working for putting an end to the 
fighting and starting some sort of 
negotiations—pressures which were 

voiced by Soviet President Podgorny’s 
call to the Pakistan Government to 
stop the bloodshed. Once he can 
assure himself that the military situa¬ 
tion in East Bengal is sufficiently 
stabilised so as not to expose the army 
th ere to attrition by the freedom 
fiantOT and once he can convince his 
commanders that there is no 
Mtemative course of action available, 
Yi^ya Khan might decide to fall in 
with these pressures. This he could do 
with a reiteration of his offer, made 
in his reply to Podgorny, to start 
talks with "rational, representative ele¬ 
ments” in East Bengal. 

ADB 


Activist Role 


THE Annual Report of the Asian De¬ 
velopment Bank for 1970 shows up 
that, while th<j Bank has taken some 
<iuick strides during the last three 
years, it needs to pause and review the 
the orientation of its operations if its 
basic purpose of developing the Asian 
countries is to be fulfilled. 

In 1970, the Bank’s operations in- 
eieased to $ 245.6 million from $ 98.1 
million in 1969; of these, operations 
from .special funds accounted for $ 33.7 
milliu^ in 1970, against $ 22.0 million 
ill 1969. Of the year’s loans, 26 per 
cent went to transportation, 23 per 
cent to public utilities, 19 per cent to 
industry, 17 per cent to development 
banks, and 14 per cent to agriculture. 
Disbursements out of sanctions made 
have yet to pick up, however, total 
outstandings being $ 126 million against 
approval of $ 384.9 million. 

Thus far, ADB’s operations amount 
to $ 384.9 million ($ 329.2 million from 
ordinary funds, and $ 55.7 million from 
special funds) distributed among 15 
countries — in addition to the techni¬ 
cal assistance of $ 6.3 million. The 
technical assistance which the Bank has 
been providing has a real value for the 
recipient countries far in excess of its 
comparatively small money value. The 
Banl^^- also undertaking regional stu¬ 


dies. 

The Asian Development Bank is fast 
approaching the World Bank in the na¬ 
ture of its operab'ons. This may not 
be so conducive to ADB’s original ob¬ 
jectives of specifically catering to the 
growth needs of the Asian region. For 
instance, it now charges a rate of inte¬ 
rest of 7.5 per cent. Secondly, though 
its operations are spread over 15 coun¬ 
tries, they are concentrated in the two 
US-allied countries of South Korea 
($ 76.3 million) and Taiwan ($ 55.89 
million) though these two countries al¬ 
ready have a relatively high per capita 
income and are recipients of large pri¬ 
vate foreign capital; Laos, on the other 
hand, is the smallest beneficiary ($ 0.97 
million). Thirdly, the main activities to 
which ADB’s resources have gone are 
infrasbucturc creation and development 
banks, yet the Bank has not been or¬ 
ganised to judge the impact of these 
activities on overall development and 
limits itself to gauging specific benefits 
o( particular projects. 

In its Annual Report, however, the 
Bank does show broader understanding 
of the development process. Its analy¬ 
sis loeiises sharply on factors which 
h.we inhibited economic growth in the 
region: particnlaily the neglect of ag¬ 
riculture and the inadequate use of in¬ 
vestments already made. The relevant 
data need to be presented on per ca¬ 
pita basis to indicate the real lag in 
various items .among the developing 
coimtries themselves and as between 
developing and the developed coun¬ 
tries. ’Tlu' Report also highlights the 
stagnation in aid flows to the region 
during the last five years; official aid, 
after rising from $ 2.96 billion in 1965 
to $ 3.41 billion in 1967, fell back to 
$ 3.29 billion in 1969. 

This then is the context in which 
the Bank has to operate, and, to play 
its role adequately, it would need to use 
rather greater perspicacity than it has 
clone till now. The Bank will have to 
strike out into new areas which, follow¬ 
ing ill the footsteps of the World Bank, 
it has so far, neglected to enter. It 
may be that, if the Bank is to relate its 
operations not to the specific benefits 
of a project but to the total impact of 
a project on the growth (or growth po¬ 
tential) of the area, family planning or 
marketing assistance might have to 
be given priority over financing of in¬ 
frastructure projects or development 
banks. For the .same reason, the Bank 
may have to emphasise projects of re¬ 
gional co-operation rather than finance 
projects in individual member-coun¬ 
tries; the few regional activities listed 
in the Report do not adequately meet 
this need and the Bank might have to 


work much more closely with ECAFE 
to reach this objective (its participa¬ 
tion in the ECAFE-sponsored indus¬ 
trial surveys for the region may be a 
beginning in this). It also follows that 
the Bank will have to take the initia¬ 
tive in formulating projects and not be 
satisfied with being a mere financier of 
projects that are presented by mem¬ 
ber-countries; in other words, it should 
become a development agency for the 
region rather than tread the easy path 
of financing projects initiated by mem¬ 
ber countries. 

Such an activist role would necessi¬ 
tate some innovation in the financing 
terms of the Bank — in place of the 
two-price window now operated by the 
Bank. First, the interest rates charged 
will have to be in a more continuous 
range, varying not only with the pro¬ 
ject but also with the per capita in¬ 
come and the external position of the 
borrowing country. Secondly, it might 
be appropriate to charge the advanced 
countries in which orders are placed 
from Bank loans an annual service 
charge of, say, 3 per cent of the value 
of the orders placed for the period of 
the loan. (At present, some developed 
countries obtain orders against the 
Bank’s financing operations — orders 
which not only enable the firms in 
these countries to make profits but also 
to maintain employment levels for the 
countries.) Such a charge, paid by the 
government of the order-receiving coun¬ 
try to the Bank, could be used to sub¬ 
sidise the rates charged by the Bank 
to its borrowers. 

Government and Industry 

Time for Reassurances 


NOW that the elections are over and 
a clear political verdict has been ob¬ 
tained, both industry and government 
are withdrawing from the more ex¬ 
treme stances that they had taken at 
a time when the political prospect had 
appeared less certain. The annual 
meeting of the Federation of Indian 
Chambers of Conunerce and Industry 
111 Delhi last weekend provided a con 
venient opportunity for extending re¬ 
assurances all round. 

The theme of the speech of the out¬ 
going Chairman oi FICCI, D C Ko- 
thari, was growth with stability. With 
Pakistan no longer the showpiece of 
development economics, Kothari ac¬ 
knowledged the virtues of democracy 
as a stabilising force. He referred to 
increasing unemployment and urban 
blight as potential elements of instabi¬ 
lity. Kothari dwelt at length on the 
achievements of the past and referred 
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to the recent stagnation in industry. As 
regards exports, Kothari referred to the 
efforts of FICCI in the form of send¬ 
ing out delegations to promote the ex¬ 
port effort. 

Yet, Kothari could not resist the 
temptation to voice some well known 
Federation dogmas. He urged that 
public enterprises should cam surplus¬ 
es and contribute to imblic revenues —• 
though members of the Federation ar(; 
the first to complain of any lise in steel 
prices or railway fi eight rates. Second¬ 
ly, recognising the pot<;ntial for play¬ 
ing off one State government against 
another, Kothari suggested that licen¬ 
sing powers should be decentralised to 
the States. 

Th<- Prime Minister, with her new¬ 
found confidence, rejected this last de¬ 
mand — addressing herself, in effect, 
as much to Chief Minister Karunanidhi 
of Tamil Nadu. Development of indus¬ 
try and allocation of foreign exchange 
"must necessarily be fitted into an 
overall schr-me of national priorities”. 
How could this be achieved if indus¬ 
trial and import licensing powers were 
decentralised, she asked. In the context 


BUSINESS 


Ottuketkal twites: 

THE corpse of the marwari .syndicate 
which maile an earnest bid to enter the 
prestigious steel industry by taking 
over Indian Iron died early this week 
with thi- jiurchase of 30 lakh shares, or 
11 ]ier cent of Indi.tn Iron’s equity, at 
or slightly above par, by LIC and UTl. 
The block was purchased from a mem- 
Ikt oI the syndicate, leportedly the 
Birlas. The deal was struck tlirough a 
broker of the Hombiy Stock Exchange 
with the approval of LIC’s investment 
committee, which debated the issue for 
almost a wc»‘k, and of course New 
Di-lhi, With this aequi.sition, the com¬ 
bined holding of EIC and UTI in 
Indian lion’s equity is estimated to 
have risi'ii to ovit 33 per cent. 

Did LIC and UTI make a killing by 
bin ing the shares around par? It 
would appe.ar that they did, it account 
is taken of the fact tliat the break-up 
value of the shares — Indi.in Iron has 
hugi' rcsi'ives — is well above their 
t ace-value. On the other hand, it might 
appear that the syndicate has been let 
off lightly. The bargain could have 
ln'cn perhaps improved had LIC and 
V'TI held out longer. 


of rising unemployment and prices, she 
asked industrialists to maximise growth, 
and offered to streamline procedures 
to ensure this. Controls, she however 
insisted, were necessary for orderly 
growth, adding that if private enter¬ 
prise held hack investment, the public 
sector would not hesitate to step in. 
But what .about the public sector’s own 
record in respect of either fresh invest¬ 
ment in the la.st few years or efficient 
management of investment already 
made ? 

The exchanges at the FICCI session 
were devoid of the rancour or sensiti¬ 
vities which enveloped the last Asso¬ 
ciated Chamber session. As the Prime 
Minister said (and as the experience 
during the period 1958-62 showed), 
controls need not necessarily hamper 
grosvth, provided the other precondi¬ 
tions of invc.stment exist in the econo¬ 
my. It is these preconditions of growth 
that have been lacking in the last five 
ye.»rs — particularly, stimulation of 
demand through government invest¬ 
ment. Only the budget will show bow 
serious the government is about reviv¬ 
ing the economy. 


Yet, considering the mauling that the 
syndicate has received — it had to 
nurse about Bs 12 crores worth of 
shares, or 42 per cent of Indian Iron’s 
equity, purchased at well above par 
value foi over four years — it would 
have been pointless to carry on a war 
of attrition. The i.ssue ol the domi¬ 
nant ow'iier of Indian Iron had to be 
.settled, and this bus been now done in 
iavoiir of the public sector — if only 
bi'cause there was no alternative. In 
the process, the public sector institu¬ 
tions have, through this imrchase, 
raised the market price of the share 
which is now' unofficially quoted at Rs 
12. This means that future acquisitions 
by LIC and UTI — sizeable holdings 
are still on offer — will have to be 
timed properly to ensure that the bar¬ 
gaining initiative is not lost. 

The marwari syndicate has taken its 
losses (easily over Rs 1 crore) with cle¬ 
ver equanimity. But consider the loss 
of fair for the Birlas, W'ho were 
Goenka’s principal backers and who 
had at one time manoeuvred powerful 
US interests to support their steel pro¬ 
ject! Of course, .all this has been ef¬ 
fectively side-tracked by playing up 


the fact diat the injection of Rs 3 
craes and odd into the market os a 
result of the Indian Iron deal wrould 
boost share prices. Share y,prices 
will be undoubtedly buo^ jjft, .^.itdt 
because of the funds rel^asfed by 
Indian Iron, but because of the return 
of application money, estimated at Rs 
20 crores, from the heavily oversub¬ 
scribed Garware Nylon issue. 

The mortal blow to the syndicate was 
administered by the Reserve Bank last 
year when it decided to not only freeze 
the votes attached to Indian Iron shares 
pledged with commercial banks but 
cast riiem against the syndicate nomi¬ 
nee. Coenka. ’The take-over bid W'as 
thus foiled and scotched. The freeze 
covered about 9 per cent of the pro¬ 
xies that would have been otherwise 
available to Coenka at the annual ge¬ 
neral meeting of the company (fi'x 
“The Cuckoo Sings Not”, October. 10, 
1970, p 1674). Since then apparent]^ 
a larger proportion of the shares ha/e 
lost voting rights to banks. This has 
happened not because of additional 
borrowings by the syndicate against 
Indian Iron shares, but as a result of 
the completion of transfer deeds which 
were pending at the time of last year’s 
general meeting — reflecting the fact 
that banks, not bankers, have been na¬ 
tionalised. 

Also, borrowers against the.se shares 
have been under pressure to repay their 
borroivings under a iihased repayment 
programme. Such repayment schedules 
are not an innovation, but used to 
be prescribed by the Reserve Bank 
long before banks were nationalised. 
Only, the Reserve Bank took care in 
those days not to insist upon these sche¬ 
dules from the banks! To what extent 
the repayment schedules are being 
adhered to now with respect to vari¬ 
ous borrowings is not known. But the 
Reserve Bank has of late .sharpened its 
policies to deter the use of bank credit 
for the acquisition of fixed assets. 

What all this adds up to is that spe¬ 
culators, like generals, mu.st not only 
have sound battle plans but should 
also be lucky. The syndicate’s battle 
plans were sound, but Coenka clearly 
ran out of luck after scoring some ini- 
tial victories. He did try hard to extri¬ 
cate himself. He threatened to take 
funds from a powerful Jan Sangh prin¬ 
cely family to get out of difficulties if 
the authorities did not oblige him. The 
direat, issued just before the mid-term 
poll, implied that the Coenka group of 
newspapers would unleash a barrage of 
propaganda in favour of Jan Sangh and 
Congress(0), especially in the south. 
Today, the threat appears silly. But 
before the polls, when a landshd*) ^ 
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favour of Ckjngress(0) was being iwe- 
dicte^in Tamfl Nadu, It did aound 
oifinft'l^i^^Soenka has since canied out 
his tlie^and sold a part of his news¬ 
paper interest to the princely family. 

What started the take-over bid was 
the realisation, about five years ago, 
that the fragmented shareholdings of 
Indian Iron — the much-praised phe¬ 
nomenon of People’s Capitalism — 
made the company a sitting target 
once the managing agency system was 
abolished. After all, Biren Mookerjee 
was in the saddle at Indian lion not by 
virtue of his control over 15 per cent 
or so of the company’s equity but on 
the strength of the managing agency 
agreement. 'The objective before the 
syjj/ijcate was clear, even as the milieu 
\'bs favourable to it. 

' Despite the Mundhra scandal of the 
lefties, even as late as 1969 a speculator 
ct^uld tap successive amounts of bank 
credit to purchase shares by pledging 
with the banks the very acquisitions 
financed by bank credit. The decade- 
old ban on bank finance of badla trans¬ 
actions was hardly a deterrent because 
of the considerable amount of funds 
available from the non-banking sector. 
Such finance was available in the shape 
of company deposits, borrowings from 
a temple trust, and short-term loans. 
All these were marshalled to acquire 
shares — not necessarily in Goenka’s 
name, who was interested only in the 
voting rights attached to the shares. 
The holders who nursed the acquisi¬ 
tions on bi'half of Goenka (or the Bir- 
las, it one likes) were paid badla char¬ 
ges at over 12 per cent per annum. 
The effort extending over four years 
gave Goenka control over 42 per cent 
of Indian Iron equity. 

The syndicate’s activities did not go 
unmiticed by the stock exchange autho¬ 
rities who were concerned over Go¬ 
enka’s over-bought position. On tlieir 
ovra. they resorted to the ineffective de^ 
terrent of margins, and looked up to 
New Delhi — the stock exchanges 
submit returns on share transactions to 
the Finance Ministry — for direction. 
The then presiding deity at the Fin¬ 
ance Ministry, Morarji Desai — who is 
famous for his dictum that bear spe¬ 
culation is bad and bull speculation is 
good — by his silence gave a broad 
enqugh hint to the stock exchange au¬ 
thorities to keep their hands off the 
syndicate. 

Tnie, Morarji did ban forward trad¬ 
ing in shares, allegedly at the instance 
of J R D Tata, whose Tala Steel tno 
was under threat from the marwari 
synditate. But, it is just possible that 


this is an over-simplified explanation of 
the ban. It Ls equally probable that the 
intention was to help out the sjmdicate 
which had over-bought. A ban would 
make it impossible for the sellers, who 
had sold forward, to press delivery in 
the short run. It might even have 
given the syndicate the upper hand in 
demanding delivery and, in the event 
of default, compensation. But these 
calculations went wrong. 

In a bid to thwart the take-over the 
Mookerjee group decided to skip di¬ 
vidend, allegedly in the face of advice 
to the contrary from Morarji, but re¬ 
turned to tlie dividend list to redeem 
loss of popularity with shareholders. A 
policy of minimum dividend was pur- 
suetl, justifiably, on the ground that 
Indian Iron’s profits had been squeezed 
by the rece.ssion, labour unrest and ris¬ 
ing costs. What this policy achieved, 
it is difficult to assess. The syndicate 
saw to it that shaie sales stemming from 
the dividend squeeze were absorbed, 
thus preventing a decline in Indian 
Iron prices. This support was neces¬ 
sary because a decline in share prices 
would have involved payment of mar¬ 
gin money to the banks. (Incidentally, 
this is one reason why speculative 

shares — about half a dozen in each 
of the three niajoi stock exchanges — 
record a secular price, rise. An infor¬ 
mal syndicate is in operation at all 
centres to ensure that profit-taking does 
not snowball into a selling avalanche.) 

In sum. till July 1969, when the four¬ 
teen major hanks were nationalised 
following the dismissal of Morarji from 
the Finance Ministry, the milieu was 
extremely favourable to the syndicate. 
Mookerjec’s own efforts to save himself 
were so ineffective that he tfireatened 
to blow up Indian Iron ralher than 
hand over the coniiiany to maiwaris. 
In retrosi>ect, it is clear Goenka was 
just unlucky that Morarji was dismissed, 
that banks weie nationalised and that 
an expert on big business tactics of 
acquisition and control was appointed 
to the Reserve Bank. 

In a wider context, two points need 
to be noted. First, that LIC, UTI and 
certain government-owned insurance 
companie.s have become major share¬ 
holders in not only Indian Iron and 
Tata Steel but a number of other com¬ 
panies. As in the case of Indian Iron, 
the companies are now managed by 
minority groups which gained control 
initially in tfie days of the managing 
agency system. How sacrosanct is the 
control of these groups? Should the do¬ 
minant owners, the public sector insti¬ 
tutions, seek to transfer power and res¬ 


ponsibility from the minority groups to 
a professional cadre of managers? It 
may be premature to raise the question 
of management by professionals, given 
the poor quality of managers in both 
the private and public sectors. But 
steps to correct this situation cannot be 
left to be taken by the dominant in¬ 
vestors whose interest in the companies 
in which they have invested goes lit¬ 
tle beyond ensuring a reasonable (or, 
often, unreasonable) return. 

Second, in the changed milieu the 
Reserve Bank is directing banks not 
merely to freeze the votes attached to 
shares pledged with them but to acquire 
the votes anil exercise them. The 
question is, what are the criteria which 
ought to guide the authorities in ex¬ 
ercising voles one way or the other? 
Clearly, ad hoc decisions should be re¬ 
placed by a public announcement of 
the considerations that guide the pub¬ 
lic sector’s voting behaviour. That 
.alone can protect the public sector in¬ 
stitutions against horse-trading and the 
likely criticism of doling out political 
patronage. 

In other words, the issues of con¬ 
trol and management should be cover¬ 
ed by an opi-n policy framework. ’The 
task cannot be left to institutional in- 
vesters like LIC or UTI, or to the 
banks nr, for that matter, to the Re¬ 
serve Bank. 

Credit Policy 

Back to Easy Money 


THE Reserve Bank ended its credit 
sipieezc last weekend — without fan- 
lare. A brief pres.s note announced that 
It had, after a ‘review’ of credit trends 
during the current busy sea.son, decid¬ 
ed to liberalise refinancing of incre¬ 
mental food procurement advances by 
banks over the October-end level. 
From April 9 till June 30 refinance at 
the Bank rale would cover 75 per cent 
of such incremental advances ; the pro¬ 
portion would be lowered to 60 per 
wmt in July and 50 per cent thereafter. 
The timing of the liberalisation makes 
it clear that the Reserve Bank has re¬ 
versed the credit policy initiated by it 
in January with the Bank rate hike. 

The latest banking data show that 
banks have sharply reduced their bor¬ 
rowings from the Reserve Bank in re¬ 
cent weeks. These borrowings swelled 
during the first four and a half months 
of the current busy season by Rs 333 
crores to touch a record level of 
Rs 443 crores on March 19. ’Thereafter, 
in just three weeks the banks repaid 
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Rs 173 crores or over one-half of their 
borrowings in the busy season till then, 
reducing their outstanding borrowings 
from the Reserve Bank to Rs 270 
crores by April 9. This was made ikis- 
sible largely by the return of ftMid pro¬ 
curement advances. In this the pro¬ 
curement agencies were aided by 
budgetary allocations — and, presum¬ 
ably, also by Stale governments whose 
ways and means borrowings from the 
Reserve Bank surged by Rs 200 crores 
to Rs 415 rrores iluring the fortnight 
ended April 9 ! 

Eyebrows may be raised over the 
Reserve Bank’s transactions with the 
banks on th<‘ one hand and those with 
the .State governments on the other. 
But what is intriguing and relevant 
here is why banks used the return flow 
of iirocurement advances to repay bor¬ 
rowings from the Reserve Bank instead 
oi using the.se funds to aid large in¬ 
dustry which has been bitterly com¬ 
plaining of shortage of bank finance — 
complaints that .some bankers have 
readily echoed ? Industry's unsatisfied 
credit demand now appears to have 
been a figment of industrialists’ and 
bankers’ imagination 1 

At their peak, food procurement 
advances increaseil by an estimated R.s 
110 crores over the level at the end of 
October 1970. Thti outstanding level 
of these advances at the peak was per¬ 
haps double that figure. Banks covered 
the hulk of these advaiitvs with their 
own resources, and tapped refinance to 
the tune of Rs 55 crores — that is, 50 
per cent of the incremental advances. 
The essence oi the .so-called credit 
squeeze was this pre-emption of banks’ 
resources for fiKid procurement. 

Against the Rs 55 crores of food pro¬ 
curement refinance actually tapped 
during the current busy season banks 
have now repaid the Reserve Bank Rs 
173 crores. Resources of this order 
came partly from deposits — which 
increased during the fortnight ended 
April 2 by Rs 57 crores (demand de¬ 
posits -i- Rs 71 crores and time depo¬ 
sits —Rs 14 crores) — and largely 
Irom return oi lood procurement ad¬ 
vances. Clearly, exciiss resources of 
the order of Rs 118 crores were used 
to repay pi-nal rate bonowings from 
the Reserve Bank. Of the outstand¬ 
ing borrowings oi Hs 443 crores at 
their in-ak. about 70 per cent was co¬ 
vered by concessional lefinancc, and 
the balanc«‘, amounting to about Rs 
140 croies, came under the penal rates 
scheme. This estimate takes into ac¬ 
count the Rs 25 crores of extra -efin- 
anee at the Bank rate tliat RBI recent¬ 


ly provided to cover export credit. 

The decision to liberally refinance 
food procurement advances, ostensibly 
to take care of a likely .surge in these 
advances by Rs 100 to Rs 150 crores 
Irom May to July, was taken just when 
banks had already managed to buffer 
themselves against the penal rates sche¬ 
me. Procurement advances no longer 
impinge on their resources. In the 
coming weeks, a return-flow of advan¬ 
ces, however small, would enable the 
banks to wipe off their entire penal 
rate borrowings. Outstanding borrow¬ 
ings would then be entirely in the na¬ 
ture of refinance, of advances to the 
priority sector — all at the Bank rate or 
less. More important, deposits are cur¬ 
rently showing an uptrend, reflecting 
the impact of heavy deficit financing 
by the Government. In sum, a situation 
of easy liquidity — if not excess liqui¬ 
dity — in the banking system is emerg¬ 
ing. Instead of mopping up this li¬ 
quidity, the Reserve Bank is now bent 
upon adding to it by rai.sing the pro¬ 
portion of procurement refinance. 

It has been noted in these columns 
that there has been sustained retention 
of bank credit by borrowers since 
1968. The slack seasons of 1969 and 
1970 saw a ‘contra-seasonal’ expansion 
in bank credit. Instead of seeking to 
counter this trend, the Reserve Bank 
is now actively promoting it. All that 
now remains to be done is to reduce 
the Bank rate to restore the status quo 
ante. 

Textile Machinery 

Whose Market, at Whose Cost? 

WHY is the textile machinery industry 
experiencing a recession when there is a 
flourishing domestic demand? Since 
1965, when the value of output was Rs 
28.38 crores, there has been a more or 
less progressive fall in the industry’s 
production; in 1968, iiroduction was 
worth Rs 17.43 crores though in 1969 
it managed to rise to Rs 24.21 crores. 
Moreover, this decline in the overall 
value of output does not give a full 
idea of the decline in the number of 
machines manufactured since the unit 
puce ol machines has been rising every 
year. A ring frame, which cost Rs 
45,000 in 1955, is quoted today at 
around Rs one lakh, blow-rooms which 
cost Rs 2/3 lakhs in 195.5 cost Rs 5 
lakhs today, and an autolooni pric-ed at 
Bs 18,000 today was priced Rs 5.000/ 
6,000 15 years ago. 

Domestic demand for the industry's 
products is weak — evidently because 


the productive efficiency of indigenous 
machines has been in a numf^r of X 
cases much lower than that 
ed ones. Also, according tq^ the tex¬ 
tile industry, indigenously produced 
machines involve more manual opera¬ 
tions and they lack several other fea¬ 
tures of the imported machines which 
help, by introducing the latest techno¬ 
logy in the textile industry, to substan¬ 
tially reduce costs of production. 

It is this ‘outdatedness' that is held 
responsible for the resort to liberal im¬ 
ports of textile machinery which today 
are worth approximately Rs 30 crores. 
’The result is vast underutilisation of 
installed capacity in the textile ma¬ 
chinery industry. ’This failure of the 
indigenous industry has, moreover- ,^to 
be judged against the fact of tEe edt- 
ton textile industry’s modernisation <pr(V / 
gramme of about Rs 250 crores und^ 
the Fourth Five-Year Plan. f 

’There is another angle from which 
the textile machinery industry’s condi¬ 
tion has to be judged. The industry 
has secured collaboration with reputed 
textile machinery manufacturers of the 
vyorld. For instance, Lak.shmi Machine 
Works is in collaboration with Rieter 
Machine Works of Switzerland, Tex- 
maco with Hover of Japan, NMM with 
Platts of UK, MMC with Howard and 
Bullough of UK, Mather Greaves with 
Mather and Platt of UK, and Maneck- 
lal with Benninger Engineering of 
Switzerland. If access to modem tech¬ 
nology is one of the justifications for 
collaborating with foreign firms, why 
are the textile machines produced in 
India wanting in tlie respects they are, 
‘forcing’ the country to rely heavily on 
imports? Besides, since many of the 
textile magnates are themiiclvcs closely 
associated with the textile machinery 
industry one might have expected ^.hl«n 
to sec to it that machines of the sort 
that their modernisation programmes 
require would be produced by the in¬ 
dustry. Instead, they have preferred to 
put pressure on Government for libe¬ 
ral imports of textile machinery. 

We thus have the paradox of an in¬ 
digenous textile machinery industry 
zealous for exports even while it fails 
to satisfy the domestic market. Exports 
of textile machinery in 1969-70 shot up 
to Rs 5.9 crores from Rs 1.8 crores in 
1968-69. In the name of exports, <he 
textile machinery industry even quotes 
a long delivery period and charges a 
high price to the local textile industry. 

Is it possible that it wants to capture 
foreign markets while indigenous con¬ 
sumers form the market of the foreign 
machinery manufacturers? '" 
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MINING 


Ore Needs Perspective Planning 

D C Kale 


THE export of iron ore is a major 
factor in India's foreign trade. Iron 
ore mining and export, however, have 
not developed as systematically as one 
could wish. The industry has had to 
meet the twin demands of exports and 
the local steel plants. The Federation 
of Indian Mineral Industries (FIMI) 
has recently published a study which 
makes the point that there is enough 
iron ore in the country to last for 
centuries and suggests that, therefore, 
inf^h:we efforts should be made to ex¬ 
port the maximum possible quantity of 
''.re in the next few years. The study 
farther recommends the export of 
pallets, pig iron and crude steel, until 
India i.s- in a position to exiwrt semi¬ 
finished and finished goods. 

Before proceeding to the problems 
of iron ore production, it is useful to 
examine the future of the world iron 
.and .steel industry itself. There is a 
minor recession in the industry at the 
moment and steel production did not 
maintain its rate of increase in 1970. 
The estimated production of finished 
steel in 1970 is as follows (in nm 
tonnes; 1969 figures in brackets): US 
120 (126), USSR 116 (110), Europe 
108 (105), Japan 85 (80), world total 
596 (570). During the current year, 
world output is expected to reach 623 
million tonnes. The Chairmen of 
Armco and US Steel have respectively 
predicted that demand in 1975 would 
be 720 mn tonnes and in 1980, 1,000 
mn tonnes. Consumption of steel varies 
from 1,200 Ib/capita in advanced 
countries to as little as 60 Ib/capita 
in parts of Asia and Africa. This, as 
the President of the Iron and Steel 
Iirstitute said last year, provides much 
cause for optimism, and he foresees **a 
steel explosion comparable to the so- 
called population explosion". To reach 
the predicted figure for 1980, additional 
capacities required are estimated at 
(in mn tonnes) iron ore 550, coal 165 
to 185, oU 45 to 55, and electrical 
power 40 mm kW. In short, there is 
enough for everybody to do. 

Scale of Investment 

Major iron ore exporters today are 
Australia, Canada, Sweden, Brazil, 
India and Liberia. The performance of 
aJI these countries has been impressive 
in the past few years, but the list of 


mining schemes and contracts in hand 
is even more impressive. It is, how¬ 
ever, necessary to examine these 
schemes in relation to the capital in¬ 
vestment which is envisaged so that 
one does not get carried away by 
dreams of huge export contracts for 
the asking. 

Australia: The latest large iron ore 
project in western Australia is the 
Kobe River scheme, which has had 
many setbacks, including one of its 
major participants going into liquida¬ 
tion last month. The company has 
secured contracts for the export of 86.7 
mn tonnes of sintered fines in 13 years, 
plus 71.8 mn tonnes of pellets in 20 
years. Output level will be 20 to 25 
mn tonnes per year. In terms of money, 
the value of orders is £ 580 mn, while 
the project cost on present estimates 
is £ 600 mn. 

Hamersley Iron is the wonder child 
of western Australia, indeed the whole 
mining industry. Signing its first sup¬ 
ply contracts in 1965, it produces 18 
million tonnes/year ore at present. 
Work has now lieen taken up to reach 
a level of 37.5 mn tonnes annually. 
The company holds supply contracts 
for 276 mn tonnes of iron ore or 
pellets, together worth about 5 2,200 
mn upto 1987. Its first mine and ser¬ 
vices cost $ 258 mn and the expan¬ 
sion programme calls for a further $ 
340 mn. According to the Australian 
Financial Bevietc, design studies are in 
progress to reach yearly production 
rates of 90 mn tonnes. 

Canada: Iron Ore Company of 
Canada has in hand the expansion of 
its two mines at Sept lies and Carol 
Lake. The former has despatched 190 
mn tonnes of material since 1954 and 
it now wants to expand its pellet capa¬ 
city to 6 mn tonnes per year. Carol 
Lake is to be expanded to 23 mn ton¬ 
nes concentrates per year. Taken to¬ 
gether, the company estimates an ex¬ 
penditure of S 270 mn; the finance is 
to be raised mainly against annual ex¬ 
port orders from US and Japan of 16 
mn tonnes pellets and 12 mn tonnes 
concentrates. 

The Quebec Cartier mine has an¬ 
nounced plans to expand its nuning 
and sinter-producing capacity at Mt 
Wright from 16 to 25 mn tonnes per 
year, at a cost of S 300 mn. 


South Africa: Two companies. 
South African Iron and Steel and Con¬ 
solidated African Mines, have been 
trying to secure Japanese orders. Even 
after the state railways offered a re¬ 
duction of S 1 per ton on ore for 
export, the delivered cost in Japan 
worked out to S 13 per ton, against 
$ 12 normally paid. Iscor's offer was 
for about 132 mn tonnes ore in all 
upto 1990, and its estimate of capital 
cost about S 380 mn. The two com¬ 
panies appeared to be engaged in a 
price war, and the Financial Mail urg¬ 
ed government to step in and encour¬ 
age a joint export programme. 

Allied Facilities 

The examples given above should 
suffice to bring home the scale of 
operations and investment in interna¬ 
tional iron ore trade today. Allied faci¬ 
lities are also being increasingly built 
up by iron ore producers. Pelletising 
plants are definitely ‘in’. Brazil, for 
example, is comparable to India in 
many ways, with almost the same quan¬ 
tity of known reserves (30,000 mn 
tonnes). The main exporter, Ckimpanhia 
Vale do Rio Doce, has the capacity to 
deliver 20 mn tonnes of ore annually, 
and holds firm contracts for about 108 
mn tonnes in 15 years. It has, how¬ 
ever, already built a 3-mn-tonne 
pelletising plant and has scheduled 
another 2-mn-t()nne plant for 1973. 
Argentina’s target is 3.5 mn tonnes ore 
plus 2 mn tonnes pellets by 1973. 

Railways to carry the ore from mine 
to port could be another very major 
burden. Hamersley, as mentioned 
above, recently announced its plans 
for increasing the capacity of its 180- 
mile railway and loading system from 
20 to 37.5 mn tonnes annually. Each 
train load i.s 22,000 tonnes; the port 
will take 150,000 dwt carriers and 
there will be centralised traffic con¬ 
trol. Hamersley further plans to build 
a plant at the port to produce Himet, 
a metallised agglomerate with iron 
content of 92 to 93 per cent. Taken 
together, the railway port expansion 
and mine expansion will cost S 442 
mn, while the Himet plant will need 
another S 102 mn. 

It has estimated that for develop¬ 
ing the iron ore reserves of western 
Australia, for every doUar spent on 
mine and pelletising plants, S 2.50 had 
to be spent on services and infrastruc¬ 
ture. Regional grids for power, water 
supply and transport are only now being 
considered. In spite of the success of 
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these ventures, there have been ques¬ 
tions as to whether all this money 
could not have been better used by 
the country. Suggestions nave been 
made by economists in the Australian 
Financial Review that resources should 
be reallocated from high-cost to low- 
cost producers, while maintaining pro¬ 
duction constant. Western Australia 
itself is now veering round to the view 
that more and more iron ore must be 
processed within the country, whe¬ 
ther for internal use or export of pro¬ 
ducts. Processing could mean any 
stage beyond that of crude ore, such as 
pellets, sinter, pre-reduced or enrich¬ 
ed pellets, sponge-iron, pig iron, crude 
steel or finished steel. It is argued 
that ore-exporting countries (each ex¬ 
porting over 10 mn tonnes in 1969) 
contribute over 20 per cent of the 
world's iron ore but less than 3 per 
cent of its steel. This situation will 
certainly tend to get corrected and 
more steel plants in ore-exporting 
countries are bound to be built. 

Vital Decisions 

India's Fourth Plan expects that pro¬ 
duction of iron ore will increase from 
28 to 51 mn tonnes in 1974, and ex¬ 
ports from 13 to 31 mn tonnes. The 
NMDC's projects should produce 14 
mn tonnes/year and fresh outlay by 
the NMDC is placed at Rs 88.34 cro- 
res. And yet, even with the large in¬ 
vestments envisaged in iron ore pro¬ 
duction and in ancillary facilities like 
railway transport and ports, India is 
going to lag far behind in the inter¬ 
national market, particularly for pel¬ 
lets. Export of ore on a crash basis 
is not, therefore, as obvious an answer 
to our export problem as it seems. It 
appears necessary to take decisions on 
(i) allocation of resources between iron 
ore for expoits and its local proces¬ 
sing; (ii) the division of exports into 
long-term deals for stability and one- 
shot deals for higher profits; and (iii) 
the production of pellets fiom fines 
and low-grade ore. 

Finally, long-term investment deci¬ 
sions in the whole field of iron and 
steel should be taken within a year or 
so, before long-term export orders are 
grabbed by competitors. Investment in 
steel forms a major part of Plan ex¬ 
penditure and, if a logical 20-year pat¬ 
tern could be set for it, it might sim¬ 
plify the rest of the planning pTOce.<>s. 
The FIMI itself, as well government 
and other connected institutions, could 
sponsor and help such a study. 

An allied problem which should be 
studied at the same time is that of 
foreign participation. Austrab'an opera¬ 
tors point out that even granting that 


their money could have been perhaps 
better utfiised, it would have never 
been mobilised in the first place but 
for their projects; most of it is in the 
form of foreign credits against orders 
or efiuity. This is indeed the new 
pattern of mining finance all over the 
world, and countries trying to go it 
alone will find the going very difficult. 
The Iron and Steel Institute itself has 


LETTER TO EDITOR 


I WOULD like to express my thanks 
to you for the self-correction of the 
error regarding ICICI insisting upon 
both a hank guarantee and a charge 
on capital assets for loans provided by 
it. However, there are other is.sues lais- 
ed in your notes ("Limited Spheres”?, 
March 27, pp 691-2, and "Cost of 
Guarantees”, April 10, p 766) which 
deserve elucidation. 

First of all, I would like to mention 
that there has been no case, during the 
past 16 years of ICICI's existence when 
a project, found viable by ICICI and 
assisted by it, has not been financed on 
the ground that the security provided 
was not acceptable. In fact, the basis 
of our decision has always been the 
viability of a project; security is a 
matter which is worked out with the 
clients in the light of the nature and 
circumstances of the case. 

As you are aware, it was only in 
1969 that we entered the field of small 
industry financing. It was in order to 
gain experience that we entered the 
field in a selective way, relying upon 
the sponsorship of local organisations 
like State finance corporations and banks 
for our opiTations. It was for this rea¬ 
son that we generally provided that in 
such cases we would look to the SFC 
or hank guarantee for security of out 
loan. We felt that local organisations, 
being close, to the entrepreneur and 
conversant with his operations from 
day to day, would be a suitable source 
for sponsorship and for taking the re¬ 
quired risk. However, this was the 
view taken at first and, even in the 
past, where for some reason sucti gua¬ 
rantee was not available, we have 
worked out alternative arrangements, 
like a mortgage or hypothecation of 
assets to cover our loans. When we 
have approved of a project our policy 
has always lieen flexible in working 
out an arrangement regarding the se¬ 
curity to make our financing effective. 

You have raised a question regarding 


said that "even If 100 per cent^f all V 
cash flow from all the world’s steel \ 
producers combined—^and all depreda¬ 
tion and all retained profit—^were put 
beck into new fscOities di^ii«' 
next decade, there would st^ vbffa 
deficit of needed funds", r Clearly, 
therefore, finance cannot be taken for 
granted while planning the future of 
the iron ore industry. 


the way the guarantee commission is 
charged. It would be for the commer¬ 
cial banks to answer the points r^sed 
by you in this respect. I woultf'oii^ 
like to mention that so far as ICKJI ht , 
concerned, we charge a guarante^'' 
on a diminishing balance method ac¬ 
cording to our exposure to risk, and the 
commission is collected, like interest, 
on a half yearly basis. 

In your earlier note (March 27) you 
have mentioned our backward area 
scheme. I would like to state that this 
scheme was approved only in the latter 
half of 1970 on a uniform basis by all 
the finance institutions. Ckivemment’s 
own policy on backward areas has been 
enundated only recently and would, 
like all other schemes, take some lime 
to evolve. If there were large backlogs 
of projects approved or waiting to rush 
into backward areas, there would be 
DO need for offering the kind of incen¬ 
tives which a finance institutioD offers. 
Consequenfly, your point regarding the 
number of projects seems to be beside 
die point. I suggest that you should 
allow time for the new policy to enter 
the focus of entrepreneurs before re¬ 
sults can be expected. , 

In any event, 1 would like to make 
it dear that concessions offered hy 
finance institutions are not a substitute 
for intensive woric by the State govern¬ 
ments and institutions sponsored and 
set up by them to promote industry in 
backward areas. The need for SICOM- 
type institutions, dierefore, would still 
remain; even when an industry is in¬ 
duced to go to backward areas, it 
would still need various facilities and 
concessions to compensate it for the 
lade of external economies in such 
areas. The finance institutions* conces¬ 
sions mast be seen as part of the pack¬ 
age intended to achieve this objective. 

G L Mehta 

laa 

Bondray 

April 15 


“ Limited Spheres ? 


812 





Bangla Desh 

Rotnesh Thapar 


EVENTS in Bangid Desh continue to 
absorb .nati(^l interest. It is now clear 
that a considerable section of tlie lead¬ 
ership of the Awami League was able 
to escape the murderous assault of the 
Pakistani military and is active in the 
countryside orgahislng resistance and 
regrouping the armed elements into u 
liberation force. The original purpose 
of the Yahya clique — speedily to ter¬ 
rorise and subdue the revolt in Bangla 
Cj><sh — has failed. 

' This is not to suggest that irom now 
,’on "it will be ea.sy going for the resist- 
Ance movement. The arrival of the 
rains will certainly make it difficult lor 
the Pakistani army to achieve any ef¬ 
fective degree of mobility. Great and 
••ven crippling damage can be inflicted 
on this army during the rainy season. 
Rawalpindi (Lslainabad) wilt .soon leu- 
Ksc that its operations cannot he sus¬ 
tained for any length of time without 
massive assistance from some quarter. 

CoixiNiAi. Unuehtakinc 

A great deal of errnfusion exists 
almilt the nature of the operation 
which the Pakistan army is conduct¬ 
ing in Bangla Dexh. It is treated os 
some kind of international law and or- 
(h-r problem. It is anything but that. 
The operations of the Pakistan army are 
at the end of a 2.500-milc supply line, 
a kind of overseas colonial undertaking 
which a mhior developing jxrwer can¬ 
not possibK- carry out. Indeed, the 
mere undertaking of such an operation 
can* spell bankruptcy. 

This realisation is obviously spread¬ 
ing in West Pakistan ruling circles. 


Hence the stepped-up attack on India 
as the , interventioiuiiy furor. For the 
gullible, this may carry conviction. 
The tnxnendous emotion sparked by 
the killings in Bangla Desh (something 
which was not part of the experience 
of this subcontinent, even in the days 
of colonial rule !). the open border in 
the East, the entry into northern and 
western Bangla Desh of Indian cocros- 
pondents, does give the impression of 
collusion. But tliis is nonsense for any¬ 
one who desires to get at the facts. 

The Government of India is active, 
diplomatically, to halt the killings and 
to somehow get pressures mounted on 
Rawalpindi to face the reality of Bang- 
la Desh. This is not easy, because the 
many nations are still assessing their 
interest in the developing situari.in. 
Even at the United Nations, there is a 
dragging of feet. U Thant is silent. So 
are the Arabs. And the Africans. The 
decision of the Soviet Union to move 
openly against the military junta in 
Rawalpindi may yet break this silence. 
This is the critical need of the hour, 
even as the people of Bangla Desh pre¬ 
pare for a long resistance. 

The importance of this diplomatic 
offensive has also been underplayed. If 
legal quibbles ’ are used to justify si- 
lenci!, and Bangla Desh is compelled to 
face a.ssault after assault nourished by 
aid received by the military junta in Ra¬ 
walpindi, anger in the subcontinent will 
he difficult to contain. Once again, wc 
have been remimled that the partition 
divided communities and families and 
that events on either side cannot be in¬ 
sulated. The fear always remains that 


iiiK^njtrolled escalations can create 
.situations .-of- immense complexity in 
this region. International opinion will 
have to be stirred even though there 
Is an all-pervasive lack of faith in it. 
India's diplomatic . <#ensive coai|)t«- 
honds theiic. facets and is being con- 0 
ducted with a sense of urgency. 

Shac.k)w, Pehsifecuve-Less 

Of course, there are a lot of people 
trying to make political capital -out of 
the non-recognition of the government 
of Bangla Desh. Some are even want¬ 
ing declarations of armed support I 
Indira Gandhi continues in command 
of the situation, fully sensitive to the 
issues involved, confident that the mas¬ 
ses of the people are behind her, cons¬ 
cious of the activities of the lobbyists, 
and prepared to he judged when the 
full story i.s told of these historic 
events. But, one cannot help feeling 
that so much of the Indian elite com¬ 
prises rather naive, shallow, and pon- 
pective-less elements .... 

It looks very much as if we are on 
the eve of developments which will 
announce the formal institution of a 
government of free Bangla Desh. Recog¬ 
nition will then be on the agenda of 
many nations. And recognition will set 
in motion a whole scries of new- deve¬ 
lopments with wide repercussions. The 
situation in South Asia is undergoing 
profound transformations, the dimen¬ 
sions of which have yet to be asses¬ 
sed fully. India, by virtue of her geo¬ 
graphical position, holds the centre of 
the stage. An<l how fortunate that it is 
an India refreshed and revived By 
the te,st of a democratic election. 

Tailpiece: Overheard the other day: 

' God help us! FICCI has gone socigl- 
i,st, too !’ 

April 12 
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MARKETS 


The Mood Changes 

Nishtar 


THE stock market presented an altogo- 
tfeer different look last week. There 
was no trace of the uneasiness which 
had been in evidence for .some time, 
reflecting tax fears and deep concern 
over the possible conserpiences of a pro¬ 
longed civil war in East Pakistan. The 
market was again a picture of confi- 
denci', and it took a big leap forward 
which carried it fairly close to the 
highest level reached earlier this year. 
Several factors Loutributed in varying 
measure to the marked change in sen¬ 
timent. 

Since the market had Ireen drifting 
low'cr for quite some time, technical 
coasidcrations favoured retswery. Turn¬ 
ing its attention away from the coming 
Central budget, for which there are still 
some six weeks to go, the market res¬ 
ponded to ko(m 1 corporate news which 
was quite plentiful last week. The re¬ 
vival of investment iniiuiry, in the wake 
of return of funds from the heavily 
oversub.scribed is'iie of CJarware Nylon, 
lielpi-d rei-ov«'r>, gruxl scrips were not 
easy to conic by. Measures taken b> 
the Heserve Bank to cas*? the pressure 
on credit, speciall>' larger refinanc'e for 
food procuiemciit, also provided a p.sy- 
chological lioost. 

Tile stock market dreiv .some comfort 
also from thi; deliberations at the annual 
■sssssioii of the Federation of Indian 
Chamber.s ol Commerce and Industry. 
The very conciliatory .sentiments ex¬ 
pressed by Indira Gandhi and fully re¬ 
ciprocated by the leaders of business 
and industr>' held out hope of a mure 
meaningful co-operation between Gov- 
ernniCTit and the private sector which 
('aniiot hut have a favourable impact on 
the climate for investment and the pace 
of industrial growth. Indita Gandhi has 
a.ssured captains of industrv that Gov- 
emiiM’iit would lx- always willing to 
listen to their views on etsmoinic and 
industrial policies, and she promised 
sx-mpathy and support to indu.str>’ if it 
placed accent on growth. 

This has encouraged the stock mar¬ 
ket to take the view that the pressure 
of economic realities will keep the 
Prime Minister and her Government on 
lh«- path of pragmatirni — because, in 
the new political equation, the logic of 
('(s)iiomic realities will equal the logic 
of iKiwer. It is now being argued' that, 
in raising additional resources, the Fin¬ 


ance Minister will lake adequate care 
not to advcrscK affect the incentive to 
save and to invest. One only hopes that 
the stock market’s optimism is not mis¬ 
placed. 

Yet another factor which has had a 
profound impact on market sentiment 
near the weekend is the reported pur¬ 
chase oi almut 30 lakh shares of Indian 
!:on by the Life Insurance Corporation 
and the Unit Tnist. The acquisition of 
such a large block of shares from a pro¬ 
minent hull operator is a great relief to 
the market; a big load is off the mar¬ 
ket. The story of how a big operator 
came to acquire a huge block of Indian 
lion shares over the years, and the 
subsequent developments leading to the 
delisting ol these shares by the Bom- 
l)a> Stock E.xchangc authorities, is tixi 
well known to need mention heie. 


Foreign Cotton 

FOREIGN cotton has started to arrive 
III inerr'asing (luaiitities. Nearly bx’o lakh 
haU's arc reported to have arrived since 
ulxiiit the heginiiiiig of this month, and 
iiHich more is on the way. Considering 
the acute shortage of cotton, mills 
ought to have been very eager to ac- 
(|uire this cotton, esiiecially since it is 
cheajx-r than indigenous cUtton. But 
thex' are not. It is not that they do not 
need this cotton hut that they are short 
of fund-; credit is scarce and costly. 
Many mills are reported to have asked 
their importers to carry the cotton foi 
fh' Ill. But importers have the same pro¬ 
blem; they too have no easy access to 
funds. The rc.sult is that stocks have 
been piling up in the d(x;ks. And some 
111 the mills who normally do not con¬ 
sume foreign cotton have resorted to 
clandestine sales to other mills — at a 
profit, of coiuse. Foreign cotton is al¬ 
located on spindle basis, and mills 
which do not intend to consume the 
cotton allotted to them are required to 
.suneiider tlicir quota.s. Official sales ore 
not permitted by present policy. 

Reports from New Delhi indicate that 
the Ministry of Foreign Trade has de¬ 
clined to clear the Bill xvhich the Ma¬ 
harashtra Govemment intended to 
move in the Assembly to introduce mo¬ 
nopoly purchase of cotton in the State. 
It is not that the Centre is having se¬ 
cond thoughts on the desirability oi 


the proposed take-over of ti^ inteniai 
trade in cotton. It is merely against mo¬ 
nopoly purchase of cotton by the State, 
liecausc it feels that it would be a du¬ 
plication of operations xvhich could be 
und rtaken by the Cotton Corporation 
of India. This suggests that the Centre 
is even more ambitiotis than the State 
(Government in its take-over plans. 

There have been no important deve¬ 
lopments in the indigenous cotton mar- 
k t this week. Prices have been mov¬ 
ing up and down xvithoiit any decisive 
trend. The general tone has been bare¬ 
ly steady, reflecting financial stringency 
and the mills' anxiety about Goyem- 
nicnt’s textile policy. Currenfr^pfl^s 
are aixmt Rs 600 to Rs 900 below the 
highest levels recorded in the last xx'Cflf 
of January. 

The details of the textile policy to 
be worked out by a special committee 
headed by C S Raniachandran, addi¬ 
tional secretaiy to the Ministry of For¬ 
eign Trade, are awaited xx'ith anxiety. 
The Foreign Trade Minister has made 
it ahundaiitiy clear that there is to he 
no increase in cxmtrolled prices in the 
near future and that mills have to pro¬ 
duct- a certain minimum of controlled 
cloth to meet the requirements of the 
weakei sections of the community. In 
view oi the enormous rise in production 
costs — over 65 per cent, according to 
indiistiy — since controlled prices xx'ere 
last revised in May 1966, this will na¬ 
turally impose a heavy burden on the 
industry, depending upon its ability to 
make good the loss from the sale of 
iincontTolletl varieties. Can the indus- 
iiy bear the additional burden? If not. 
Iioxv is the gap between costs of pro- 
iluction and controlled prices ip he 
h.ridged? There is no easy ansxver to 
these ijuestions. Since large imports ot 
cotton are intended to make good the 
shortfall in indigenous production, it 
might he a good idea if part of the 
lunds collected through the levy of Rs 
•250 per hale on foreign cotton — these 
funds are at present used entirely for 
expoit promotion — are utilised for 
.subsidising the pioduction of controlled 
varieties. 

UnaxcHing 


THE oilseeds market has had a rather 
quiet time last week. Net changes 
over the week have been too small to 
call for any special comment. The 
spread lietxveen the spot and futures 
quotations and between the maturing 
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hedge contract and distant contract in 
cAtor and linseed has narrowed further 
because of,the steady flow of supplies. 
Apart'frqm the progress of the market¬ 
ing season, financial stringency has also 
tended to discourage stocking of goods. 
Castor futures Iiave heen distinctly 
subdued on light hut persistent selling. 
While arrivals of castorseed have been 
on a fairly high side, overseas advices 
have been easier and there has been 
hardly any iresh export business in 
castor oil. Linseed has kept cjuietly 
steady as both bulls and bears have 
l>een inclined to mark time. Ground¬ 
nut oil has ruled a little steadier 
hecau.se of satistactory offtake. 

No big changes are anticipated in 
oilseeds prices in the near future. The 
supgily .position being rea.sonably satis¬ 
factory for the time being, prices are 

COMPANIES 


tSDIA\ ALUMINIUM is expanding 
its Belgaiim smelter by adding a fotirtb 
potroom, expect! d to be in production 
by -the end of this year. This will raise 
iustalle<l capacity Iry 10 0(M) tonnes pei 
annum. As the capacity ol sonic ol 
the installations for the first stage of 
the project will he adctpiate for the 
fourth potroom, the additional capacity 
will cost only Rs 4 crores. The third pot¬ 
room, and the alumina plant at Rel- 
guiiin, were commissioned (luring 1970, 
all the major units of the smelter and 
the alumina plant are now in operation. 
Construction work at the new sheet 
mill at Taloja has heen 'lowed ilown 
by delayed steel supplies. The hot 
mill eriuipment is l>eing installed and 
production is expected to start hs the 
etrd of 1071. 

During 1970, smelter pioduction was 
18 per cent up at 61,665 tonnes — the 
increa'C being due to the addition.il 
output from the B“lgaum smelt-T 
where production was 27,210 ton¬ 
nes against only 1,128 tonnes pre¬ 
viously. Production at the Hirakiid 
smelter, however, was down at 16,198 
tonnVs (22.576 tonnes) owing to a 
three-month st'ike. The Alupuram 
s-melter produced slightly more at 
18,257 tonnes. The Miiri alumina plant 
operated at capacity and bauxite min¬ 
ing at Lohardaga kept pace with that 
■ plant's requirements. At Belgaum, hy- 


unlikely to register any important rise. 
And since prices have already come 
down appreciably from the high levels 
of March, the scope for further decline 
would seem to be limited. Mustard oil 
which had been marked np to Rs 5,200 
(per tonne) in March is currently 
((iinted around Rs .3,850. During the 
same period, lin.seed oil has moved 
down from Rs 4,500 to Rs 3,650, and 
castor oil (commercial) from Rs 4,000 to 
Rs .3,275. C:oiincInut oil prices have 
moved irregularly between Rs 4,575 
and Rs 4,250 over the past few weeks. 

Fairly good business was reported 
to have Ijeen put through in groundnut 
extractions last week. Russia purchased 
about 40,000 tonnes, the UK about 
15,000 tonnes and japan alxiut 3,500 
tonnes. Prices realised have not been 
lemimerative, however. 


(Irate production started in March 1970 
and alumina calcination in August. 
Output from the alumina plant at Bcl- 
ganm is still low. hut is expected to 
impiovc during the next few months. 
Record production was achieved at Ihe 
sheet rolling mill at B“lur, tlu' extru¬ 
sion press at Aliipiirani, and the toil 
plant at Kalwa. l.ess pow'der and pa.ste 
was produced at Kalwa than in 1969. 
because demand was weak. The Pro- 
perzi mill at Alupuram produced sub¬ 
stantially nioie. following continued 
high demand. 

Industrial relations at the Hirakiid 
plant have heen satisfactoiy since a 
long-term agreement was signed with 
the workers in April 1970. Long-term 
agreements were also signed at Kalwa. 
Muri and Belgaum The number of 
employees increased over the year by 
only 298 to 6,412, though both output 
and sales were substantially higher 
eimipared to their levels in 1969. Vo¬ 
lume of sales xvas 45 per cent higher, 
at 62,595 tonnes, with most of the addi¬ 
tional tonnage sold as ingot. Sales of 
semi-fahricated products aggregated 
22 7.37 tonnes (20,378 tonnes). Exports 
were -600 tonnes ot semi-fabricated pro¬ 
ducts, valued at Rs .37 lakhs. Ot) the 
lietter results, Ihe directors have main¬ 
tained equity distribution and also re¬ 
commended issue of bonus shares on 
a one-for-two basis by capitalising 


Rs 1.25 crores from the capital reserve 
and Rs 4.76 crores from the genera! 
reserve. 

The company is awaiting Govern¬ 
ment's decision on the recommendatioM 
of the Working Group on the selling 
prices and distribution of aluminium 
products. The Group was formed to 
examine the industry's price structure ♦ 
after Government imposed statutory 
price control in March 1970 fixing sale 
prices at the ex-factory level, less ex¬ 
cise duty alisorbed by the producers, 
us on Febniary 28, 1970. The Orissa 
Ctovemment has legislated an increase 
in duty on power supply to all consu¬ 
mers, from 13 per cent to 25 per cent, 
as from April 1. 1970. The OSEB has 
notified levy ol a coal surcharge at 62 
paise per kilowatt-hour of power con¬ 
sumption from February 1971. INDAL's 
management considers this levy, which 
would involve additional expenditure of 
about Rs 33 lakhs per annum, uHra 
I'lres its subsi.sting agreements and will 
take steps to re.sist the imposition. The 
cases relating to the electricity surchar¬ 
ge and the revision of electricity tariff 
rates, applicable to the Alupuram 
works, arc pending before the Supreme 
Court and the High Court of Kerala, 
respectively. 

ELECTRIC CONSTRUCTION AND 
EQUIPMENT has been experiencing 
steady dein,ind for various types of 
eipiipinent produced by it. But its 
units in West Bengal could not take 
advantage o| the g!)od demand be¬ 
cause of “continued labour unrest". 
The switchgear and lilt division had to 
lie closed down from the end of No¬ 
vember 1970 and the Cossipore divi¬ 
sion from the end of January 1971. 
Total protiuctioii of transformers at the 
Vizag, Cossipore and Sonepat plants 
was 56.3000 kVA in 1969-70 against 
400970 kVA in the previous year, al¬ 
though availability of raw materials re¬ 
mained difficult. The rotating .machin- 
eiy division at Barrackpore worked on 
a maintenance production level. De¬ 
mand for industrial motors improved 
in the lattei part of the yeat. The 
Chaziahad factory for the manufacture 
ol motors and other components is 
nearing completion, and is likely to go 
into production soon. Work has started 
on the project for manufacture of CLS 
and fluore.soent lamps, but the company 
has not yet received licence for im¬ 
port of capital goods. Expenditure (m 
land, buildings, and equipment, amount¬ 
ed to Rs 1.36 crores against Rs 19 
lakhs in the previous year. ECE's 
sales increased by 51 per cent to Rs 


Expanding Cheaply 

Hansavivek 
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9j(6 cforea and, with margins widen- the X-ray tube is imported for this unit, capadty ot about ‘ 85,000' 

ed, its gross profit more than doubletl The company has a good growth late will he further increased to li!3 laid) 

at'Rs'127'Ifddis fRs 62 lakhs). Of total with an Increase of 74 per (ienf in Sales tonnes,- as the nUll gains ex^rienda ift 

•sales, transformers accounted for ‘48 during the' 15 months to EJecemlrei'- utili.sation' bf hardwoods.' At preteaf, 

per cent, motors 5 per cent, switch- 1970 over the preceding 12 months' over 1.87 lakh tonnes of nesysprint art- 

gear and lifts 7 per cent, meters ,“14 pei figure, A major contribution to the in- consumed annually in the cmprtSry,* of' 

cent, and other miscellaneous items fl crease in turnover came from alloy which 1.55 lakh tonnes are imported, 

per cent. Tlje company's executive oflice magnets and X-ray products. Manufac- It is in this context that the Himachal- 

has been shifted from Calcutta to New ture of ferrite magnets was started in Pradesh enterprise has to he seen. 

Delhi for *‘eHcctive functioning”. this i»eriod. The short-term loan of Rs 

16 lakhs was fully repaid to Intenia- The new mill is to have among other 
KLPRO INTERNATIONAL received tional General Electric Company things (a) refiner ground wood pulping 

an industi^iai' licence in October 1070 (India). systems; (b) a small high-yield diemi- 

for raising capacity of alloy magnets cal pulp mill; and (c) a high-speed pe-‘ 

from 120 tonnes to 180 tonnes per BALLARPUR PAPER AND STRAW per machine with a twin wire formation 

aiBium. It is accordingly stepping up BOARD is to establish a newsprint mill system. For consumers requiring n6ws- 

production. An application has Ixrcn in Himachal Pradesh. Under an agree- print in sheets and glazed newsprint, it 

made for further expansion to 300 ton- ment, the State Government has agr-ed is also prop'o.sed to install a supers<aleh- 

nes, as the directors feel that even the to supply to the company 57 lakh cubic dar and a duplex sheet cutter. Tenta- 

present increased capacity will be in- feet ol fir and spruce for newsprint- live estimates are that initial investment 

adequate to meet the growing demand, making. The felling of this wood, de- in the proiect would be Rs 30 crores. 

A 'letter of intent' has been receives! barking' of the logs, floating of the logs. Since a major part of the eqnjpihgnt 

by the' company -for expanding the ansi their truck transportation, would will have to -be imported, immediate' 

capacity ■ for intensifying screens from he undertaken by Ballarpur. It would foreign exchange expenditure on' this 

2,640 pairs to 7,500 pairs per annum. be the first time that the Himalayan account would approximate RS" 20 <.=r6- 

Anbther 'letter of intent' is expected coniferous forests would be harvested res. Newsprint manuftct'uie being'fiigh- 

for-manufacture of Cobalt-60 tele-thera- and utilised on‘ a large scale for the ly capital-intensive, the Himachal • Pra- 

py equipment. The company has alro industrial development of Himachal desh Government is likely to derive 

submitted an application for an Indus- Pradesh. The venture, earlier proposed considerable, indirect benefits from in- 

trlal licence to manufacture orii-nted to be set up in collaboration with a come ant^ cfiiporate taxes, excise duty, 

ceramic magnets. A new 15 MA port- Canadian firm, will now he built with and sales tax. Eventually, the indirect 

able- X-ray unit was developed and put Indian expertise and local knowhowi It ' income to the State would probably be 

OB the market. It is manufactuo-d will go into production in another three greater than the amount of royalty pay- 
under the company's oss-ii design. Only years and will have, an initial production able on forest raw materials.' 

The Week's Companies (Rs in lakhs) 


Indian Aluminium Elpro International Electric Con.struction 



Latest Year 
31-12-70 

Last Year 
31-12-69 

Latest Year 
31-12-70 

Last Year 
31-12-89 

Latest Year 
31-10-70 

Last Year 
.31-10-89 

Paid-up capital 

1241 

1241 

85 

85 

169 

169 

Reserves 

1011 

1551 

27 

13 

173 

132 

Borrowings 

2301 

2170 

85 

89 

359 

394 

of which Term borrowlnga 

2301 

2079 

19 

40 

104 

122 

Cross fixed assets 

5705 

4773 

138 

129 

539 

428 

Net fixed assets 

3842 

3197 

78 

80 

411 

300 

Investments 

— 

— 

— 

— 

1 

1 

Current liabilities 

947 

921 

30 

15 

236. 

185 

Current assets 

2138 

2260 

148 

118 

523 

m 

Stocks 

1313 

1354 

106 

87 

345 

355 

Book debts 

511 

412 

42 

31 

173 

216 

Net sales 

3540 

2643 

261 

150 

956 

632 

Other income 

97 

124 

2 

2 

11 

11 

ttaw niaterial costs 

909 

1018 

145 

89 

564 

363 

Wages 

470 

420 

32 

21 

114 

93 

Interest 

176 

1.36 

9 

8 

32 

53 

Cross profit(-P)/loss(—) 

817 

713 

35 

20 

127 

62' 

Beprecia6on ptovlsta 

290 

188 

13 

8 

27 

26 

Tax provision 

— 

59 

— 

— 

42 

3 

Net pTofit(-P)/lois(—) 

527 

466 

22 

12 

58 


Development rebate provision 

252 

205 

3 

11 

3 


Transfer to reserves 

105 

91 

11 

— 

26 

22 


Dividend 


AnxHint 

170 

170 

8 

— 

E 25 

P 4 

P 4 

E Ni) 

Rate (per cent) 

14 

14 

W 


E 20 
pe.3 

P ^ 

Cover (tiines) 

1.62 

1.53 

2.37' 

_ 

1.96 

Ai. 

RatkM (per oeat) 

Cron profit/sales 

23.07 

26.97 

13.41 

13.53 , 

1528 

9.81 

Nef profit/capital employed 
Invontoiies/aalea 

9.66 

37.09 

14.34 

51.23 

11.16 

40.61 

6,41 

58.00 

8,27 , 

• 3e:o8 

4.74 

56.r7 

Wages/sales 

13J17 

15.89 

12.26 

i4;oo 

' ■ 11.92 

14.71 
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FROM OUR CORRESPONDEISTS 


NEW DELHI 

Treading Softly 


THE most remarkable feature of the 
annual session of ^e Federation of 
Indian Chambers of Commerce and 
Industry last weekend was the 
spirit of accommodation and sweet rea¬ 
sonableness towards the government 
that leaders of business and industry 
displayed. This was probably best ex¬ 
pressed by N K Somani, a former 
Swatantra MP, when he said : “I have 
been attacking the government in the 
past, but I will not do so now." Indian 
businessmen have always shown an 
* a'dmirable capacity to adjust their 
thoughts and sights to the prevailing 
political reality. The results of the la.st 
Lot Sabha elections appear to have 
overwhelmed and subdued them. They 
are now anxious to adjust their fnnry 
tioning to the changed political situa- 
tioif, though, of course, they will do 
everything they can to fashion and in- 
flvience political and administrative de- 
cision-m.aking — but this will be done 
(luietly, without making too much 
noise. 

The subdued tone of the Federation 
session, very much unlike similar occa¬ 
sions in the past when government 
policies were roundly criticised and 
demands aired stridently, was set by 
the address of the FICCI president, D C 
Kothari. He congratulated the Prime 
Minister, present on the opening day 
of the session to inaugurate it, on her 
victory in the election and paid 
tributes to her .sagacity and insight 
and her approach to the problems 
facing the country. He did not raise 
issues of larger economic policy, much 
less put forward demands for changes 
in policies. Ke confined himself to air¬ 
ing some of private indu.stry’s problems 
in respect of administration of policies. 

No CONFBONTATION 

.Speeches by other leaders of busi¬ 
ness and industry followed the tone set 
by the presidential address. The reso¬ 
lution questioning the entry of the pub¬ 
lic sector into the area of trade was 
taken up with great restraint. Differen¬ 
ces of approach and outlook between the 
trader and the industrialist and between 
the big industrialists and the small and 
medium ones have been often reflected 
in past FICCI sessions. But the not- 
,^ble feature of the discussion on the 
resolution on trade this time was that 


by far the majority emphasised tlie 
need for traders to behave more res¬ 
ponsibly if they wanted to avoid great¬ 
er intervention by the state. The dis¬ 
cussion on the only other resolution 
taken up at the session, on dynamic 
industrial growth, was e<iually revealing 
of the mood in favour of coming to 
terms with the prevailing political cli¬ 
mate. The two industrialist brothers, 
Bharat Ram and Charat Ram, gave the 
lead. Charat Ram cautioned against 
“parrotting time-worn cliches” and 
Bharat Ram commended the concept of 
the joint sector as a preferable alter¬ 
native to outright nationalisation or the 
growth of fully public sector enterpri¬ 
ses. The concept of the joint sector as 
outlined by Bharat Ram would certain¬ 
ly very much suit private business 
since it would combine government 
participation in enterprises with ma¬ 
nagement continuing to be in private 
hands; at the same time, the sting 
would have been taken out of the 
rising protest against monopoly and 
concentration of economic power. 

There was no (piestion of any kind 
ol a confrontation between the govern¬ 
ment and leaders of private business in 
such a setting. The Prime Minister had, 
therefore, no need or occasion to stage 
one. Her address was equally concilia¬ 
tory. It was certainly not expected that 
she would u.se the FICCI session to 
make any policy announcements. But 
she did make certain observations 
which indicated the problems and di¬ 


lemmas that the government is facing, 
though she did not suggest how the 
difficulties were sought to be resolved. 

‘Vicaous Cihci.e‘ 

The crux of the matter, as she put 
it, was the ‘vicious circle’ of rising 
prices and rising costs in the economy. 
The Prime Minister said that the far¬ 
mer wanted higher prices for his pro¬ 
duce even when unit costs in agricul- 
tur<‘ had come down. Workers wanted 
the rise in the cost of living to be 
neutralised to prevent erosion of their 
standards of living. The industrialists, 
in their turn, wanted to be compensat¬ 
ed for every item of increase in the 
cost of their manufactures with prices 
fixetl on a cost-plus basis. 

Indira Gandhi did not indicate how 
this so-called ‘vicious circle' was pro- 
po.sed to be broken. She did want the 
cost-plus formula, sanctified by the 
Tariff Commission for price fixing, to 
be given up. But otherwise her princi¬ 
pal prescription was the plea to differ¬ 
ent sections to moderate the use of 
their sectional bargaining power. Even 
if this plea were accepted, which is 
doubtful, it might somewhat moderate 
the viciousness of the vicious circle but 
will not break it. To achieve that, deci¬ 
sive action will have to be taken at 
certain strategic points. One such stra¬ 
tegic point obviously is the procurement 
price for foodgrains which come to the 
market. The Agricultural Prices Com¬ 
mission has recommended a modest re¬ 
duction in the procurement price of 
wheat in the c-oming season. Will this 
retximmendation be accepted ? 

In the case of prices of manufactures, 
the issue should not be viewed as one 
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of prices in general. It has to be nar¬ 
rowed down to the problem of prices 
of es.sential commodities of mass con¬ 
sumption. In this light the fuss over 
car prices would appear to be mis¬ 
placed. The cost-plus formula mu.st, on 
the other hand, be totally rejected in 
respect of items of mass consumption. 
If industry has to suffer temporary loss¬ 
es on this account these would be 
more than made up by the margins on 
luxury items for the consumption of 
the affluent sections. 

And Now, Heappraisax, of Pianning 1 
An important observation in the 
Prime Minister’s address to the FICCI 
was that a reappraisal of the planning 
process would soon be undertaken. 
There has been a lot of talk lately about 
recasting, revising and enlarging the 
Fourth Plan. Another dimension has 
Ijeen added to such speculation by this 
latest remark of the Prime Minister 
about reappraising the planning process 
itself. It is not possible to find out ex¬ 
actly what is in view while work on 


Sumanta 

THIS is a suburban town in Khulna, 
Bangla Desh. The people are changing 
under the shadow of possible attack any 
moment by the Pakistan armed forces 
occupying Je.ssore which is 40 miles 
away from here. 

One can make out how they used to 
live before the war started — the usual 
complacent life so common in the hi¬ 
therto undisturbed villages of Bengal. 
One can see the traces of the pcact'ful 
past, even today, in the soft features of 
the young Fast Pakistan Rifles boys, 
whom we met at the F.PR camp here. 
They are the nucleus of the armed re¬ 
sistance in Bangla Uc.sh today. But the 
people, along with their town, are 
changing. 

On our way to the town from the 
Indian border, we met streams of cycle- 
rickshaws carrjing women, children 
and their belongings, moving towards 
India. The town was being evacuated. 
The people were determined not to 
make tlw mistake made elsewhere, and 
to save their women from the fate 
which oveitook women in Dacca, Jes- 
sore, and other towns, when the Pak¬ 
istan armed forces occupied them, and 
rapcil and killed the women. 


planning stands still with the Planning 
Commission paralysed and Plan imple¬ 
mentation continuing to remain neglect¬ 
ed — a situation which will apparent¬ 
ly remain unchanged at least till the 
Budget for 1971-72 is presented to¬ 
wards the end of May. 

In hi.s speech while presenting the 
interim Budget, the Finance Minister 
did indicate that more resources would 
he raised to provide for a Plan of ade¬ 
quate size this year. This implies that 
the tempo of Plan implementation may 
pick up somewhat, though a larger al¬ 
location by itself is no guarantee that 
the funds will be actually utilised. In 
the last two years at least there have 
been large shortfalls in the implementa¬ 
tion of Plan programmes for wfaidi 
financial allocations had been made. 
Recasting of the Plan or reappraisal of 
the planning process will not necessarily 
touch the basic factors responsible for 
this state of affairs. 

Meanwhile, there is no knowing when 
even the reconstitution, not to speak of 
the reorganisation, of the Planning 
CoiTiniission will materialise. 


Banerjee 

When we reached the town, it wore 
a deserttid look. There were hardly any 
young men left. They had gone to the 
front equipped with whatever weapons 
they had. 

.Shifting Emph,\sis 

We met a young Awami League vo¬ 
lunteer at the police station which had 
virtually become the party’s headquar¬ 
ters. "We are no longi'r planning a 
direct confrontation with the Pakistan 
army equipped with sup<’rior arms and 
ainmimition’’, he said. Formation of 
small s(|u.ids to ambush the army ve¬ 
hicles — that classical mode of gueril¬ 
la operation — is now being emphasis¬ 
ed. Able-bodied civilians left in the 
town ai(! being trained in this. Obvi¬ 
ously, they are learning from their past 
mistakes of throwing an entire aimpany 
of ill-e<iuippcd EPR men again.st the 
superior forci^s of the Pakistan army. 

That the emphasis was shifting to 
guerilla tactics was further evident 
from our talks with the EPR men in 
the town. "We can never stay in oc¬ 
cupation of the towns for long if the 
Pakistan army shells us. We have, 
therefore, opted for guerilla movement 


in the surrounding villages”, one of them 
said. Sons of peasants, the EPR boys 
know the countryside and are aware of 
the advantages of fighting entrenched 
in the paddy and jute fields. 

Their peasant background has given 
them a highly emotional and sensitive 
character. One EPR boy — his face as 
soft as the new green mangoes which 
had just started sprouting in the coun¬ 
tryside of East Bengal — said: “Amago 
apnara zaraia dharen, ankraia dharerd” 
(“Embrace us, cling to us”). They ex¬ 
pect a lot from India. As one EPR boy 
put it, it is a fight for a secular demo¬ 
cracy and India being a secular and de¬ 
mocratic state has her fate entangled 
with that of Bangla Desh. 

Meanwhile, the Pakistani armed for¬ 
ces are occupying Jessore. The' ba^le 
here will be crucial, as the town ft 
strategically important. Whoever occu¬ 
pies it — or rather the five-point cros¬ 
sing in the area known as Clumchrar 
more — will command the main roads 
to some of the important places in 
Bangla Desh: Kushtia in the north and 
Khulna in the south and the borders on 
the west. The liberation forces are at 
present holding Jhikorgacha, between 
Jessore and this town. It is their head¬ 
quarters for directing operations. 

PaoPHE'nc Echoes 

As we left the town we were visiting, 
we passed by buildings, walls of which 
were covered with traces of the recent 
election campaign. The students’ wing 
of the Awami League had scribbled 
slogans denouncing the undemocratic 
provisions of the election system; the 
Islamic Students League — the com¬ 
munal body — had warned against the 
bifurcation of Pakistan and demanded 
an Islamic constitution. The Communist 
party (Marxist-Leninist) had painted 
Mao’s face and coined the prophetic 
slogan: "There is no liberation through 
votes; the only way is armed revolu¬ 
tion”. 

For the people of Bangla Desh, in 
today’s context, of all the slogans, this 
was the only relevant one. 

April 8 

• • • 

It is a strange war. On one side are 
ranged machine guns, mortar shells and 
tanks, reinforced by ruthless savagery. 
Facing these are old-fashioned .303 
rifles, bamboo staves, ramshackle trucks 
and a desperate determination. 

This is die common sight everywhere 
in Bangla Desh today. W’e were pro¬ 
ceeding in a truck accompanied by half 
a dozen of Mujahids — the counter¬ 
parts of our National Volunteer Forces 


BANGLA DESH 

Next Pkase of the War 
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— along Benapole Road towards Jea- 
sore town,which is under occupation by 
the 'Pakistan army. The Mujahids, the 
East Pakistan Rifles meni imd the 
Ansars, foim the core of the liberation 
forc<;s in Bangla Desh. 

Desperate Resistance 

As wc were about to reach Malanchi 

— a village three miles away from 
Jessore town and the last outpost of 
the liberation forces — a Mujahid 
came running, waving his rifle. He and 
four other comrades had resisted the 
advancing Pakistan army with their ri¬ 
fles. They had exhausted their bullets, 
and they were retreating. Could they 
get reinforcements? The young Muja- 
likls aiccompanying us in the truck 
jumped down and in a mad rush ran 
towards Malanchi soon disappearing be¬ 
hind the bend of the mad. 

We wondered how long these young¬ 
sters — many of them using a rifle for 
the first time — would be able to 
withstand shells which were bursting 
iii^ the distance. 

The majority of the fighters in Bang- 
la Desh are in their teens, recruited re- 
e<’iitlv into the Ansar Bahini or the 
Mujahids. Those belonging to the East 
Pakistan Rifles are also juniors. The re¬ 
cent late of the EPR has been tragic. 
Young members of the force, in out¬ 
worn uniforms and chappals, and arm¬ 
ed with outmoded rifles, told us the 
nightmari.sh story of how their senior 
commanders had been eliminated. 
When the negotiations were going on 
between Yahya Khan and Sheikh Muji- 
bur Rahman, the EPR in Jessore were 
asked to deposit their weapons at the 
central high command and were pro- 
nii.sed new, modem weapons as replace¬ 
ments. A couple of days later, the 
.seniof officers were asked to come and 
collect the new weapons; they went, 
and never returned. 

The fate of the East Bengal Regi¬ 
ment has been as humiUating. A few 
companies of the Regiment were posted 
in Bangla Desh during the negotiations. 
When the negotiations were about to 
fail, Yahya Khan became alert. The 
members of the EBR who were in East 
Bengal were sent out on excise duties 
and other such assignments. When they 
came back to their barracks, they found 
thefti occupied by the Pakistan forces 
who at the point of machine guns made 
them surrender their arms. 

Thus, the soldiers fighting in the li¬ 
beration force today were deprived of 
their leadership, rendering them almost 
•helpless in the face of superior military 
- tactics. 


We entered Laujani, the village on 
which the liberation forces fell back as 
their last outpost after the fall of Ma¬ 
lanchi. We found the villagers leaving 
their homes. We ran into a pair of 
EPR men guarding an outpu.st sur¬ 
rounded by deserted homes. They took 
our hands and placed them on 
their beating hearts, trying perhaps to 
feel the warmth of company in this de¬ 
solate spot which in all probability was 
to be wiped out soon. 

We had not imagined that our worst 
fears would prove correct. When we 
reached India a few horns later, we 
heard that the Pakistan army had cap¬ 
tured Laujani and that the village was 
in flames. 

When we reached Jhikorgacha, where 
the liberation forces retreated after the 
battle of Laujani, the Awami League 
leaders struck their foreheads and com¬ 
plained bitterly that they could have 
resisted the advance of the Pakistan 
army if they had even a few shells. A 
bridge near Malanchi. which had open¬ 
ed the way for the advance of the Pak- 
i.stan army, could have been blown up 
by the liberation forces; but it was 
within range of th<- Jessore cantonment 
from which the Pakistan army shelled 
the liberation forces when they tried to 
reach the bridge. Wherever one goes 
in Bangla Desh, one comes across in¬ 
stances of the liberation forces being 
handicapped for lack of even such 

TAMIL NADU 

Post-Election 

THE offer of the post of Assembly 
Speaker to Mathialagan, former Fin¬ 
ance Minister who had been eased out 
of the Ministry along with two others, 
is the latest in tlie series of moves made 
by Karunanidhi to consolidate his posi¬ 
tion in the party. No doubt, the DMK's 
re.soundjng electoral victory provided 
undeniable proof of the organising skill 
of the party President-cum-Chief Min¬ 
ister and rai.sed his stature even in the 
eyes of his detractors. This paved the 
w'ay for his unanimous re-election to 
the two posts and confirmation as the 
supreme boss of the DMK. Karunani¬ 
dhi accommodated Nedunchezhian as 
Number Two in the Cabinet and push¬ 
ed Anbalagan, leader of the DMK in 
the dissolved Lok Sabha and one-time 
contender for the Chief Minister’s post, 
to the third place. But Mathialagan 
who, despite the odium he had acquir¬ 
ed particularly towards the fag end of 
his term as Minister, had managed to 


weapons as are usually more easily 
available, like mortars, dynamite, or 
even hand grenades. 

Political leaders and soldiers are fast 
realising that it would not be possible 
to defeat, or even resist, the Pakistan 
army by traditional warfare. The 
Awami League leaders are realising the 
need to arm the peasantry. The pea¬ 
sants aie eager to take up arms. An 
agricultural labourer at Benapole, near 
the Indian border, watching the streams 
of villagers fleeing the front, gnashed 
his teeth and said: “zodi hatiar paitam!" 
(“If I could only get a weaponl”). 

The next phase of the war — a pro¬ 
tracted war in all likelihood — is about 
to begin. Volunteers are being raised 
liom the local population. They are 
being trained in the use of arms by the 
EPR. They are taking up the civil ad¬ 
ministration also. 

In Benapole, for instance, we heard 
Irorn the local population how the 
night patrol, formed by the young¬ 
sters, caught two notorious smugglers 
who were about to loot the Customs 
godown. One of them was found out 
to be an Indian national and was 
promptly banded over to our Customs 
people across the border. The other 
was tried in a ‘people’s court’, and was 
e.\ecuted. 

Jessore District 
April 9 


Manoeuvres 

retain his Assembly seat in the elec¬ 
tions remained to be mollified. Sensing 
danger in keeping Mathialagan dissatis- 
fii'd the shrewd Kamnanidhi has made 
him the SiJeaker. The DMK leader can 
thus rely on the continued support of 
all the groups in his party. 

End of Honeymoon 

The DMK is still to decide its at¬ 
titude to the vastly strengthened Con¬ 
gress Government at the Centre, but 
the statement of the interim Speaker of 
the Lok Sabha, Seth Govind Das, that 
he hoped that the proceedings of the 
Lok Sabha would soon be in Hindi 
brought forth a sharp reaction from the 
party. The DMK declared that it 
would fight the imposition of Hindi 
tooth and nail, Karunanidhi also harp¬ 
ed on the theme of more autonomy for 
the States while expressing support to 
Mujibur Rahman and the freedom 
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fighters of Bangla Desh. Once the re¬ 
commendations of the Rajamannar 
Committee become available in a 
month or so the DMK may even whip 
up an agitation. The DMK-Congress(R) 


hon«-ymoon will soon end, now that the 
CoiigressfR) is being reactivated in the 
State. C Subramaniam has already set 
the tone by declaring, in an obviotu 
retort to Karunanidhi, that the Centre 


hod to be strong. 

The Congress(R) has in the meantime 
to face its own problems. The dissolfi- 
tion of the TNCC(R) and the appoint¬ 
ment of an od hoc committee is inter- 
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preted as an attempt to bypass demo¬ 
cratic discussion of the conduct of the 
party leadership in the pre-poll nego¬ 
tiations with the DMK and as a man¬ 
oeuvre to eliminate devoted party 
workers for purely factional purposes. 
The formation of th<! ad hoc commit¬ 
tee is a victory for C Subramaniam. 
Those who had felt that his leadership 
had not paid off in the negotiations 
with the DMK are now further disap¬ 
pointed that his approach is sought to 
be vindicated even at the heavy price 
of a division in TNCC(R) ranks. 

The TNCC(R) is not alone in having 
to face intenial dissensions. The 

TNCC(O) is also engaged in a debate 
as to whether it should continue as a 
svparate party or merge with Con- 

.gressfR). Theie is said to Ix’ a section 
led by E V K Sampath which was not 
happy over Kainaiaj's alliance with the 
Swatantia and is now waiting for an 
opportunity to quit the party. Sampath, 
who is one of the Si'cretaries of 
TNCC(O), did not turn up at two party 
meetings called to discuss the party’s 

posl-iroll programme. This lentls cre¬ 

dence to the view lliat he may walk 
ovei to the 'l'NCC(R). Sampath inci¬ 
dentally, has quite a lew such walk¬ 
outs from various political parties to his 
credit. He went out of the DMK and 
iornied the Tamil National Party and 
after its rout in elections joined the Con¬ 
gress. It is not surprising that after 
the defeat of TNCC(O) he is thinking 
of getting on the Congress(R) band¬ 
wagon. 

LUCKNOW 


While Sampath’s might be a purely 
opportunistic move, there are many 
among the rank and file of the TNCC(O) 
who (lucstion the wisdom of the party 
continuing in its present form since the 
people have repo.scd overwhelming con¬ 
fidence in Coiigress(R). To keep the 
waverers in the party and to revive the 
sagging morale of party woikers, tlie 
TNCC(O) has done a lot of explaining 
that its rout had nothing to do with its 
alliance with Swatantra but that it was 
on account of manipulation of the vo¬ 
ters’ lists and official interference in the 
elections. The Executive Committee of 
the TNCC(O) evr-n passed a resolution 
urging tile Union Government to ‘dis¬ 
miss’ the Election Commissioner and to 
appoint a high jiower commission to go 
into the alleged irregularities commit¬ 
ted by him during the elections. 

While not many would dispute some 
olHcial int<‘rlereuce, the efforts of 
TNCC(O) to make a scapegoat of the 
Election Commissioner is seen as a des¬ 
perate bid to prevent a further erosion 
of the morale ol party workers. Kania- 
raj, who intends to undertake inten¬ 
sive tours of the districts to strengthen 
the jrarty at the grass-roots level, will 
have a tough task explaining that it was 
the vam.shing ink and not his alliance 
with the Swatantra party that brought 
disaster to the, party. His task is made 
all the more difficult because the 
TNCC(R) is pois<‘d for intensive activi¬ 
ty in the wake of its great election vic¬ 
tory. 


The WroDg Streogth 


THE victory of thi‘ Congress(R) in the 
I,ok Sabha elections and the fall of the 
SVD Ministiy in the State are inter¬ 
related. In the mid-term poll lor the 
Lok Sabha, Congress(R) was the only 
party that gained 26 net seats. The 
rest lost — Congress(O) losing 6 net 
seats, Jan Sangh 7, SSP 6, CPI 1, 
CP(M) 1, BKD 3, and Independents 
and others 2. Congress(R) secured 
48.57 per cent of the total votes polled; 
the reactionary parties, headed by the 
four-party alliance, polled 46.66 per 
cent of the votes; and the Left parties 
secured only 4.77 per cent of the votes. 
Overall, therefore, the potential strength 
of reaction should not be minimised. 

Among the Left parties, CPI, with 3.7 
per cent of the votes, came out at the 
top; and the Indian Socialist Party, 
with its O.OI per cent, at the bottom. 


Ih-sides, except for the CPI, none of 
the Left parties could individually se- 
<’ure more than 0.26 per cent of the 
votes iJolled in the State. Moieover, 
even tlie CPI v\’on only whcie there 
was an adjustment with Congress(R). 
In Banda, where it had no such ad¬ 
justment with Congre.ss(R) the sitting 
CPI member lo-st. The CPI, therefore, 
needs to think carefully as to what 
role, it at all, its “line and strength” 
played in the victories it did score. 
And after such .self-criticism it needs 
lo start putting some dynamism into 
its activities. This time, it is ti'ue, it 
polled slightly more votes, at 7,60,686, 
while in 1967 it had secured 7,10,462 
votes. But as against this, CongressfR) 
this time secured 26 lakh more votes 
than the united Congress had done in 
1967. CPI has been stagnant and has 


not increased the area of its influence. 

Meanwhile, despite Congress(R)’s 
Leftist stance, its activities in the State 
need to be watched. Though it is well 
known that the party that comes out 
successful easily gets defectors from 
the other parties, if the victorious party 
is committed to socialism — as the 
Congress(R) claims it is — and expects 
to cairy its commitment through, then 
cither the defectors should be those 
who are similarly committed or at 
least they would have to be political¬ 
ly cleansed through education. But the 
strategists of Congress(R) have wel- 
coiiH-d all and siindiy with a view lo 
toppling the SVD Ministry. Some of 
those accepted from the Syndicate 
Congress and th«- BKD arc known for 
their corruption and have obviously 
joined Congress(R) not out of love for 
socialism but to protect and further 
their own careers. One of them is dis¬ 
tinguished for Ins unbroken family re¬ 
cord of siding with the ruling paity 
since the mutiny of 1857. 

The Tripathi Ministry at present has 
none ol the old guard nor any of the 
defectors, but expansion of the Ministry 
is to take place bcfoie July. Kamla- 
pati Tiipalhi appealed to the Secreta¬ 
ries of the various depaitmcnts ol his 
Government to make the administra¬ 
tive .set-up a better instrument for serv¬ 
ing the desires and aspirations of the 
people; but no objectivi’ criteria have 
been put up to indicate how this is to 
be achieved. It would be good to have 
a ‘committed’ Civil Service, but how can 
it be obtained when the ruling party 
itself lacks ideologically committed ca- 
dies? TriiJathi’s appeal that a new 
UP be created by taking the develop- 
iiiental programmes to the huts in the 
villages, might be taken lo indicate a 
new orientation from politics to econo¬ 
mics — if it were not for the fact that 
no economic progianimc of action has 
been announced, or seriously formulat¬ 
ed lor that matter. The take-over of 
the sugar mills and a new ceiling on 
agricultural land are in the air. But 
it is not clear in whose interest the 
first is, nor how efficiently the second 
is to be implemented. If the sugar in¬ 
dustry is taken over it will not harm 
the interests of the MLAs and might 
help individual mills, but a lower ceil¬ 
ing on land and its effective implemen¬ 
tation will do so. Meanwhile, what are 
the plans for increasing the income and 
employment opportunities in the State? 
About the only concrete measure taken 
so far is the withdrawal of the contro¬ 
versial UP Universities Union (Amend- 
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ment) Ordinance, which sought to make 
student memhership optional. 

• Foi torimilating and implementing a 
IJolicy' oi radical economic develop¬ 
ment, Congiess(R) will need niciiiheis 
in the LcKislafuie who arc conmiitt"d 


V P NAIK hccaine Chief Minister of 
Maharashtra in Novcmlx’r liJfi'l. Since 
then, his contimiin;' and elficicnt ste¬ 
wardship ol the Slate Coverninent has 
helpcil to usher in a change in the so¬ 
cial composition ol the lcadeishi£i, and 
/in tlic powci stinctnic in the ,State. 

P NaiW himself helongs to the 
socially hackwaid Vanjaii (Banjara) 
caste. It w .IS tlicicloic natural that, 
fhiring Ins Chief Mniislciship, the nn- 
organised, helciogi'iieons. non-Biahniin- 
non-Mai.itha (.ist<s in the .Slate .should 
hegm to sec hope loi their <'nti\ into 
^Kihtics and hence for a rediessal of 
their gron|) giievaiices In lact, Naik’s 
continuance in olficc ioi more than 
.s<ven >eais has aheads c.i.ised soiiii 
shilt ol powi'i tioiii the exihisivist 
M.iiatha caste to the iion-Bialiiiiiii-neii- 
Maiatha castes — c\])loding tlie olil 
myth that, nest to the Hiahiniiis, oiiK 
the Maiatlia i.iste is caiiahle ol iiiliiig 

The shilt ol politic.il imwei Irom tin 
Brahmins to the M.nathas m the late 
fifties under the Icadersln'i) of Y B Ch.i- 
van — himsclt a M.uatha — had mat Ic¬ 
ed the st.irt ol one phase’ in Maharash¬ 
tra politics Chavaii’s ascendancy had 
di.iuii logi thei the .epilations ol the 
Maialha-( .isle pnlilii.il elite. Thoiinli 
Cfiavaii was c.iniiil not to .ilienate tin’ 
Bi.’*hniin nilellci tii.iis, the liaiisici ol 
political powei to the M.uatlias uiidei 
him — h.iilcd li\ that c.iste .is a leliiiii 
of the .gleiious d i\s ol M.uatha rule 
under .Shivan — ccitainh estalilisli’d 
the eclipse ol the Biahiiiiiis iii ))olilics 

The transfer ol the Chief Ministei- 
.ship Irom Y B Cliav.iii — vclicn, in 
1902, he li'tt the Slate to join the Cen- 
tial Mimstiy as Deleiice Minister — to 
the late Kaniiamwar, and then to V P 
Naik, acknowledged and introduced 
many new trends in Mahaia.shlia poli¬ 
tics. The 15 years of Maralha hegemo¬ 
ny in the State Congress Party ,md 
Government had reduced the Brahmin 
leadei.ship of the Congress to insigni¬ 
ficance. IroniealK, this also meant that 
the Maratha political elite ccjiild no 
, longer use its anti-Biahmin idiom to 
gamer or sustain siipiiort — although 
anti-Brahininisni had been a powerful 


to its election manifesto. This can lie 
ensured only througli a mid-term poll, 
sooner than later. Hopefully, once this 
political precondition is established, a 
definite progiaiimie of economic deve¬ 
lopment might bc“ attempted. 


weapon loi wiesting irower from the 
Biahniiiis in the early fifties. Sccond- 
K — as a seipiel to this and as a result 
ol Niiik’s iioii-.Maratha iiile — the Ma- 
i.ithas aie now lacing an increasing po- 
litu.il eonironlation from the non-Brah- 
iniii-noii-Maialha castes, aided and 
abetted hs the Brulunins in the hack- 
gioiind. Moreovei in this confrontation 
the Marathas .ire being challenged in 
their own forte. While the Brahmin 
leadership in the Maharashtra Congress 
could claim that it had intellectual 
skills and seiisihililies whicii the Maia- 
Iha jroliticians did not have, there is 
little dilleienee hetween the skills and 
idioms used hv the Maratha politicians 
and those used liy Naik and his iollow- 
eis. Ill but, Naik has shown suiierioi 
skills in maintaining haimonious rela¬ 
tions anioiig the various other sections 
ol the loinmiinity in the State. Even 
beloie \,iik came to the ioretront of 
til',’ State's polities, the iion-Brahmin- 
iion-Maiatha castes did have .some le- 
piestnlulioii III the State Congrccss; hut 
they wc'ie always suhchied undei the 
weight ol Maratha dominance, especial- 
K since they weie not (jiiitc .so organis¬ 
ed. 

II would appear that Chavaii, a 
direwd jiohtieiaii and taefieiaii, had 
loii'seen the jross.hility of a eonfiief 
1 m rgiiig Irntwi’cii the numerically, and 
heme iiolilically, socially, and c-cono- 
iiiicalK- stioiig Maratha caste and the 
hell logeiieous and hcrctoiorc iiolitically 
uiioigaiiised noi.-Maiatha castes. In 
li.uisii iiing jiow'i r to Naik, Chavan was 
Ml l.iet amuiig at two objectives. Fir.st, 
he was neutialisnig the anti-Maratha 
I eel mgs that h.id been aroused hy the 
emeigeiice ol the sugar co-operatives 
(owned and managc*d hy the Marathas) 
and hy the domination of the' Maratha 
caste- elites in politics and government: 
inde -cl. with Naik’s help he has since 
•leen able to widen the ba.se of the 
Congress. Secondly, he was .seeing to 
il that, while he was away at the Cen- 
tie, the othfi Maratha politicians 
would not get an easy lead over him 
within the State. 

Naik’s tenure of office has struck at 


the base of the other x>ohti(atl parties in 
the State — such as the Peasants and 
Workers Party, the PSP, the SSP, and 
the two Communist parties. The mass 
lollowing of these iiarties, which gene¬ 
rally consisted of the non-Brahmin-non- 
Maratha castes in the cities and in the 
villages, has since found scope for arti¬ 
culation of their a.s'pirations and urge.s 
in the Congress under V P Naik. It 
was Naik who succes-sfully attracted die 
KPI leadership and Harijan mass to the 
Congress in the State. It is well known 
that the post-Ambeclkar Harijan lead- 
eis had never trusted the Marathas, in¬ 
cluding Y B Chavan, lor historical rea¬ 
sons. The move tow'ards the Congress, 
III pielcience to the Lelt parlies, was, 
no (loul)t, hc-lped hy the fact that the 
Congress was the ruling party. What 
tacilitatcd the process further is the fact 
that, while Chavan was the fiist to act 
on his insight, there is now wider re¬ 
cognition of the new i eciuirc-ments even 
among other Maratha leaders, like S B 
Chavan, R A Patil, and 'Va.s-antrao Patil 
(PCC Chief), that the non-Brahmin- 
non-Maratha castes will have to lie 
given incieasing representation in the 
Legislature, in the Coverninent, and in 
the Party il the Congr<‘ss is to hold to¬ 
gether on its own and return to power 
III the State in 1972. 

It is therelore expected that 1972 will 
w'iliii'ss many changes in the compoSi- 
lioii ol the Congress in the Legislature 
as well as in the Government. The mas- 
sivr’ siijiport the non-Brahinin-non- 
Muratlia castes gave Congress(H) in the 
recent laik Sahlui elr-elioiis. w'ill make 
these castes expect a gi eater say in 
Coveruuieiit and in the Legislatuie in 
1972. 

The change in the easte-halance in 
liolities is also lellecteil elsewhere. The 
leason why Coiigress(O) could not make 
much hearlway was that its leadership 
belongs to the lieh Maiuthu caste pea¬ 
sants Ol to the Marwaris. The Jan 
Sangh too failed to strike roots in Maha¬ 
rashtra because il has h<‘en too identi¬ 
fied with the Brahmins and the Banias, 
and it has made the further mistake ol 
helaU'dIy propping up Marathas as 
leadeis ol the State iiaily. 

That the caste eonsuleration has ceas¬ 
ed to operate with its ohi a.ssuranee on 
tlie vs’ider State scene in the eonti’xt of 
the changing iJolitical atmosphere is 
evident irom the events that followed 
D S (alias Balasaheh) Desai’s resigna¬ 
tion. Dc.sai, known tor his casteist out¬ 
look, had always resented the rise of 
Naik to the Chief Ministership. He tried 
to whip up Maratha caste feelings in 
the Legislature Party against the Chief 
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Twenty years ago, NRC came to Mohone 
as a trespasser from another world. Mohone 
was forest land with a few village huts. 
Then as the location of the NRC complp 
of industries, Mohone was stirred from its 
long yawn of centuries to be catapulted into 
turbulent industrial life. Today, Mohone 
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is the throbbing NRC township housing 
8000 people, with hospital, school, play¬ 
grounds and gardens, and contributing ‘in 
good measure to India’s economic growth 
as well. 

Sometimes a giant is made out of a forgotten 
little mole-hill. 
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Minister and to throw him out ni 
power, but in vain, even though he was 
helpM by prominent leaders of the 
Peasants and Workers Party. In fact, 
Desai’s attempts were foiled by no 
lesser Marathas than PCC Chief, Va- 
santrao Patil, and by Y B Chavan — 
for, they thought that any move to re¬ 
move Naik from the Chief Minister- 
ship would be resented by the non- 
Maratha castes. Naik’s acceptance of 
Desai’s resignation thus had the support 
of Chavan and Patil. Even in the highly 
Maratha city of Kolhapur, Desai failed 
to organise a Kolhapur Bandh in sym¬ 
pathy for his exit from Government. 

Another signiGcant development is 
that many Maratha politicians in the 
Congress no longer ojrenly associate 
\^th the caste conference. S B Chavan, 
B A. Patil, B J Khatal, and other poli¬ 
ticians. did not attend the all-India 
Maratha Conference held in Bombay in 
1969. Though Y B Chavan inaugurat¬ 
ed the conference, Balasahcb Desai was 
the main spirit behind it. The change in 
reaction, among Maratha politicians, 
trfvvaid a caste conf<‘renee may indeed 
betoken the pressures towards secular 
politics. 

It is an interesting aside that, while 
the Congress is trying consciou!.ly to 
get out of its .sectarian uit, the PWP, 
which has always had a strong si'Ctarian 
bias, is losing credibility. PWP is losing 
ground not lor any lack of iileological 
clarity, but because of its undercover 
Maratha sectarianism in the rural are.is. 
PWP was formed by a large section of 
Mahaiashtia Congressmen, led by 
Keshavrao Jedhe, Shankarrao More, etc 
— all ol them Maratha-caste leaders. It 
was lonncd mainly as a piotest against 
Riahmin domination (notably of the 
Deos, Deogiiikais, Kheis and Cadgils) 
in the Maharashtra Congress. Since tlie 
Mafiara'-htra Congress consi.sted of “Shet- 
ji.s” and “Bhatji.s” (capitalists and Biali- 
inins) ami was susirected ol “pio- 
capitulist" leanings, PWP automatically 
acquired a “progiessive” Marxist veneer. 
But with the disappeaianci' of the 
Brahmins fiom the Congress, and with 
the a.scendancy ol Chavan ami other 
Marathas in the Maharashtra (Congress, 
the whole Mar.xist front of the PWl’ 
collapsed, and most Maratha leaders in 
the PWP like Y J Mohite, D R Chavan, 
and hundreds of their followers, joined 
the Congress. The. same change-over 
occurred in Maharashtra’s Communist 
Party over the same period. CPI in 
Maharashtra had a strong base in certain 
districts, with eihicated Maratha youths 
manning the party ofLues and spreading 
the message of communism in the coun¬ 


tryside. But again, the Maratha caste 
Communist youth was succe.ssfully 
persuaded by Y B Chavan to give up 
the Communist Party and join the 
Congress. 


THE Annual ('onference of the Busi¬ 
ness Economists’ CJroup, held in Bom¬ 
bay on Apiil 8 and 9, was a marked 
improvement on the previous se.ssion in 
D<ilhi. The ‘dismal economists’ showed 
that theu’ was some life in them, some 
reason for their existence. The confe¬ 
rence consisted cd two sessions devoted 
to economic ioreeasting and one to the 
iion and steel imlnstiy. 

In the first session P K Sundcrasan, 
an economist iroiii Esso, talked about 
thi- methods used by him to forecast 
CNP and industrial production. His 
piowdure stalls off by generating tore- 
casts of ugriciiltiiial proclnetion and im¬ 
ports of industrial raw mateiials. These 
loreeasts aie line.ir time trend projec¬ 
tions modified b\ ‘judgment’. A pro- 
poition of non-food agrieultiiial jjiodiic- 
fion and impoits oi industrial raw ma¬ 
terials aie defined as inputs into the 
second.uy .seetoi Iroin outsidi' it. The 
output ol the secondary .sectoi is loie- 
lasl lid an allegedly piedictable latio 
between tins output and tlie inputs de¬ 
fined eailier. 'I'lie output of Ihe tertia- 
ly sector is tieated as a residual. CNP 
IS forecast via a regression equation 
linking it to two ol its eoii.stituents — 
Ihe outputs of the primuiy and seeon- 
dai\ sectois. Inllation is ion cast rid 
a multiple regression equation which 
the aiitfior alleges lefleels the toices ol 
aggii-gate deinami and su]i])l>. This is 
iiiilik' ly III view ol the tact that the le- 
giessioii lo-clliciciil again.st impoits is 
positive anil that against cxiiorts ne¬ 
gative. The 1 - (piesnmably unadjusted) 
ol this H'giession Lalciilated on the b.i- 
sis ol obseivalions and involving 6 
md iiendent vaiiables, is reported as 
99298952. 

Smmi-TriiM Pohki.x-s iinc 

The discussion centred around the 
laiily simple as-nmptions und<‘rlying the 
method. The b.isic assumption that in 
the shoit run the availability ol mate¬ 
rial inputs ditennint'S secondary sectoi 
output is not implausible. The details 
abjut how matiTial inputs into the sec¬ 
tor are defined, the relalionshiii between 
these and output, the regressions used 
to estimate CNP and inflation, are not 


The Congress in Maharashtra has thus 
shown a flexibility which may make it 
difficult for the Opposition parties to pull 
the carpet of power from under its feet 
loi seveial years to come. 


eqiKilly plausible. But this is neither 
here nor theie. Ultimately the test of 
any loieeastiiig iirocedure is whether 
it works. Unfortunately neither the au¬ 
thor nor the discussants felt that this 
w as nniiortaiit i-rioiigh to warrant at¬ 
tention. 

.Siindeiasan also presented specific 
forecasts suggesting that the economy 
will grow at around 5 per cent over 
1971-72. Since we do not know how 
reliable hi.s forecasting mechanism is, 
it is diificnlt to assess the usefulness of 
this forecast. 

’Phe other ,se.ssion on ioieeasting was 
devoted to a progress report by Samuel 
I^aiil and C Rangarajan of the Ahme- 
(labad HM on theii US AID sponsor¬ 
ed jirojeet on short-term forecasting. 
Paid talked about the use of anticipa¬ 
tory data (investment intentions, orders 
for eaintal goods, etc) to generate fore¬ 
casts of aggregate investment. Unfor¬ 
tunately the results of the research so 
1.11 are not encouraging. There was 
some doubt about tile usefulness of 
ioiee.asts of aggrcgati- investment W'hich 
have wide margins of error and which, 
like most forecasts based on the use of 
anticipators data, refer only to the next 
time pi’riod. Rangarajan talked about 
Ins W'ork on the use ol data on capital 
consents, sanctions and disliiirsemeilts 
by finaiK'ial institutions, etc, lor foie- 
easting investment. 

The second session was devoted to a 
liapiM on the iron and steel industry by 
Hiteii Bh.isa of Hindustan Steel. Bhaya 
was Very aiiologetie aliout the fact that 
he is not an economist. He need not 
have been. It anything it was refresh¬ 
ing to hear the view's of someone ucti- 
vel> involved in the management of in- 
dii.stry. The ii.n>er coneernc'd itself lar¬ 
gely with the financial los.ses suffered by 
HSI, and the related question of the 
steel pricing policy. 

There is a lot ol loose thinking about 
the financial losses suffered by IISL. 
One sen.sed that Bhaya and most of the 
participants in the discussion felt tliat 
the tailiire ol IISL to make financial 
profits is a had sign. In this connection 
thri'c ri-lated but distinct questions 
must be recognised: 


Obsession with Financial Losses 

(From a Special Correspondent) 
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(i) Is HSL ellicii-Titly 11111? 

(li) Was- invcstiMcnt in IISL ‘jiisfi- 

fi('<r? 

(in') Should we continm- to invi-st in 

m-vv stool plants'? 

Tho answiT to tho fiist <|00stion will 
tlopond on how olfioiontly IISL iisos 
niatorial inputs liko coko and iron-oro, 
how many skdiod ami uiiskillotl lahoin- 
ors it has po; unit oi output, whothoi 
its invciiloiii-s .110 uuiiooossaiily hii;h, 
whothoi its pimhulivo ca|)aoity is lull> 
utiluoil 01 not and so on Assiiuuii)' 
that tin- iiiarKiiial social valiio ol stool is 
novel li-ss than tho niaiKinal variahlo 
cost ol piodmiiiu it, I I.SL can ho said to 
lie SMukiiijf ollioiontly il it iiinctions at 
lull oap.icits and iiiininiiini vaiialilo 
cost with iiiputs valued at aiipioiin.ifo 
shadow piioo'. This is tiui* ovoii it iiitiikei 
piioos an- such that JISL iiiaki-s losses 
The historical cost oi IlSI/s capital 
ei|uipiuont is iiiolcvaiit to this judKinent 
Miico this eaiutal oqiiipineiit cannot he 
used loi auythiiij; else. Ellicioiicy has to 
ho jiid.i'od with iospo<t to thlliKS which 
we can choose. 

I-’,i-n(U'\i ltsi- or Isi'iirs 

From Hhaya's paiioi anil siihsoquoiit 
roiiiaiks it was cloai that IISI, is rea.son- 
ahly ollioK'iit in its use ol iiiatoiial 111- 
piils and skilled lahoiir. There was a 
siiKHoslioii that its iiiventoiii-s are highoi 
than tlioy need to he. Ilovvovor its real 
iailuio lies in its total luahility to I unc¬ 
tion anvwhoio near lull oapaoity. One 
lolt that Hhasa and tho discussants 
should have piiisuod this xuohloiii tur- 
tlioi. il.SL niauauoiiieiit eannot do ariy- 
tliiiu; ahoiit tho hiyh hook-valiio oi its 
iiipilal oituqiinont. It can do soinothiiut 
ahoiit o\i OSS oapaoity. 

The losses iiiado hy I LSI, nia\ ho ro- 
lovaiit III judmiiK whothoi invostin- iit in 
IISI , w.is jMsIiiictl and whothoi now 
'■tool plants should ho .sot up. But 
ovoii hole tho financial losses are rolo- 
vaiit oiih il the inonoy piieo loioived hy 
ll.SI, loi its oiifiuit is a.ssuinod to rofloet 
tho tiiio v.iliio ol stool iiioduotion to the 
eeoiioiiis Siiiio tho o\-W'oiks piieo ol 
stool has loiidod to ho holow the e i 1 
inipoit jirico, this is hinliK unlikely. 

Iloiieo all thiuits coiisidoiod tho ohsos- 
sivo eoneoiii with the liiiaiicial losses sut- 
leti d hy IISL is iiiiloituii.ito. Tho v.iri- 
ous siu'Costioiis niado h\ Bhava ami 
olheis wore niisi;uidod. Writini; ilown 
tho hook value ol capital <-quij)ni; nt. al- 
toriii)' doht-i'quity ratios and othi-i smh 
hits of financial (ufiglorv are unnecessary 
oseopt lor the purposes of puhlie rela¬ 
tions. Equally, if Bhaya’s suggestion 
that steel prices should he rai.sed is ae- 
e,‘plotl it iiuist ho on grounds other than 


the iii-ed to reduce the lo.sses of HSL. 
Of coin so a logical consi’quence of this 
view is that the Planning Coininissioii 
must not insist that HSL earn 10 per 
cent on Its capital. After investment has 
taken place, summary statistics like the 
late of return, must he used as control 
variahles only if the heterogeneity of 
output pievonts us from judging directly 
how eifieiently physical capital is being 
u oil. 

llowevei, the.se criticisms must not 
detract ironi the fact that Bhaya’s jiapor 
and tho discussions that followed w'ore 
both vciy inlerosting. 

THE FOURTH ESTATE 


NO one reading Indian newspapers 
these days can lail to be iinpre.sscd by 
till' passion that the Press so obviously 
brings to hoar on the “reporting” of the 
upheaval in East Bengal. A cause has 
hoon lound, it seems, to camiiaign for 
without lour or inhibitions. And no 
liolds aie bailed in the good fight, llow- 
ovoi that IS thi- best that can bo said 
ol tho jieriorinance so far, foi though 
a low ontorprising repoiters have ma¬ 
naged to cioss the border and w'lite ae- 
eounls ol what they have actually si-en 
ami lieaid in Bangla Desh much of tho 
iiiioriuation that is daily doled out from 
this side ol tho bordei has to he re¬ 
garded as little more than hearsay 01 
plain gossi]!. To some extent at least, 
this W.IS piohahly unavoidahle as no 
Indian newsman had been allowed in¬ 
side Pakistan altei 19B5 and all other 
loieigii lopoiters were hiindled out of 
East Bengal with the veiy first hark of 
ahya Khan’s guns. Newspapers, again, 
aie not aiithentioatod recirds ol history, 
.uid e,\aggeiation, which is not iinisiiu- 
nion oven in text-hooks of history, must 
ho expoeted. Yet it may bo worthwhile 
pondering il tho Press is justified in 
.S(|uandeting away its not unde.servod 
loputatioii loi eiedibility hy giving ciu- 
lency to too many rumours. 

Eilitoiial w'l-itiTS hav<> been only a 
shade loss impetuous in iiii-king up 
gossip. Some ol them, for <-xample, 
seem to have accepted the resolution 
pas.sod by the Indian Parliament as 
xvell as reports ol the constitution of a 
provisional govorninent of Bangla Desh 
both as equally self-tivident facts on 
which to base their comments. The 


The next session of the Business Eco¬ 
nomists’ Croup is to be held in Calcutta. 
Besides the usual sessions on forecasting 
and on .some industry, the group also 
hopes to devote a session to urban de- 
veloimii lit. This xvill no doubt be very 
interesting. One wishes, however, that 
the business economists do more to ex¬ 
ploit their comparative advantugi' 
which lies in their special knowledge 
of how businesses function in India — 
how investment decisions are made, 
how lahoiii relations are managed, how 
credit policy affects operations, and so 
on. 


fai'tual uncertainty about thi- xvheie- 
aboiits ol Sheikh Miijibur Rahman does 
not seem to have deterred some of them 
Irom identifying him as the head of the 
provisional government, as Tribune, for 
example, did. 'What .seems to be le- 
markahlc about editorial conmients ge¬ 
nerally on the events in East Bengal is, 
not so much theii accuracy or jiioh-s- 
sionul brilliance as the depth of feeling 
they have reffected for the cause ol 
Bengali sell-detennmation and univer¬ 
sal revulsion against the carnage of in¬ 
nocents committi'il hy Pakistan’s armed 
loiei's. “It is ... a niaeabre tragedy of 
ruthless suppre.ssioii, genocide and mas¬ 
sacre ol unarmed and deieneeless peo¬ 
ple that is being enacted across the 
hoidei”, as Ilindmian Times wrote. “The 
xvorld must be made aware hy j-veiy 
means possible of xx'hat is happening in 
Bangla Desh. . . . The tyiants xvill he 
pursued hv theii teriihle criiiie before 
humanity." 

Dr, All CoN.SC’IENCE.S? 

Words such as “genocide”, “barbar¬ 
ous”, “ruthless” and “reign of terror” 
lecurred in cimiments. “The xvorld is 
not dead'?” asked the National Herald 
rhetoiically. "The biggest genocide, 
probably the biggest since Attila and 
till' (Joths, has been taking place, but 
th<' xvorlil seems to pretend not to know 
it”, it stated. “It cannot be that the 
Christian conscience which was upset hy 
the 1956 events in Hungary, that the 
Communist conscience which was so 
up.set by the events in Guatemala, that 
the Buddhist conscience in Ceylon and 


A Time for Passion 

Nireekshak 
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Burtna or that the Islamic conscience 
among the Arabs of West Asia is not 
at'all upset over what is happening in 
Bangla Desh. [Yet] is it to l)e left to 
India alone, situated as she is, to take 
whatever risks are to be taken. . 

The Statesman discerned an “area of 
daikness” in th(! failuie ol the United 
Nations to organise rebel (or the vic¬ 
tims oi th<- hoioeaust in East Bengal. 
It also took note of th<* “cynical” ap¬ 
proach of the Soviet Union, the United 
States and China to the human suffer¬ 
ing in East Bengal. “H Washington 
and Moscow wish still to profess their 
concc-in loi humanity and peace with 
,iny degree ol credibility”, the paper ar¬ 
gued, “tlvv must do whatever they 
can to make Islamabad sec reason. And 
lesson'can only dictate an iiimi'diate 
* tVriiniiatiou ol military icpiession and a 
lecognition of the fact of East Bengal's 
di.stnutiv<' identity. Whethci this could 
iiieaii iiulependence or autonouiy can 
be decided only aftiT an end to the 
piesent bloodshed. ” 

One comment differed Irom another 
only III the choici- of woids iiseil to ex- 
piess the horroi at the killings and ad- 
iniiatioii tor the “lieedom fighters”. It 
'vill III,! be .said that the I’li’ss tailed 
to stand by the oppie.s.sed people ot 
East Beug.ll oi to cany their voice to 
the woild, howiver tactually inaccuiate 
.some ot its .assesiments ot the political 
and niilitaiy situation inside Bangla 
Oesh may have been. Indeed, it m.ay 
be said that the Press has led and 
hcliicd rouse national opinion, as sub- 
.s<‘f|iienlly reflected in Parliament, as well 
as contributed to the world’s understand- 
iiig ol the magnitude of the tiagedy in 
East Bengal. It prov<-d, abo, to be one 
(it those laie occasions when the Press 


self and bis esteemed colleagues of the the bandwagon, the outcome of the.se 

Syndicate." In all the three States efforts is not hard to forese*', though the 

where Congress(O) Ministries had fal- d<-grec of resistance to the onslaught 

len, commented the Deccan llcraUI, may differ Iroin State to Stale.” 

“there is evident scope lor the Con- 

gre.s.s(U) to loriii Ministries though whe- Poi,ic.i-; Ha/? 

tber it should lonn one in each of these vV'est Bengal was aiiothei State which 
States i.s a different (/uestion.” Acmid- i,,.],] o,,. spotlight. When, with the lor- 

ing to it. “no Ministry in any of these „| jj,,. ]_),.„,„t.,alic Coalition, a 

States can be loiiiied without the sup- Miiiisliy appeared to be in the 

port oi flat-looted floor-crossers. and ,l„. j\„„ita Bazar Valtiku noted 

though to a limited extent they [the satislaetion. But 

lloor-cros.ser.sJ may be said to have pei- ,/ (jmek also to wain Ajoy Miikher- 
formed a piogressive role, the fact ol j,incoming “third Mhii.stry” that it 

their having delected only alter the going to “inherit a worse legacy ” 

election results were announced sug- t|,an (.y,.,, ,1^. ■•|,,,(| which the 

gests that the motivation was expedi- advisoiy legiiiie had iiiheiiti'd from the 

ency and not principle, and no picini- United Eionl Government. And "no 

urn most be put on expedience”. In Government, whatever be its ideology 

its view, the right course i.s to go to piogramiiie, can dehvei the goods if 
the polls fielding the right type of adinniistration is a corroded one with 

candidates dedicated to the party s ^y||) p, woik". Latei, commenliiig on 

ideals and get a mandate...”. Ajoy Miikheijee's pledge to ensure safe- 

The Hindu, as might have Ikvii ix- ty and security in the State, the llin- 

pected, lomid nothing "progressive” in iluslaii Slandard said '“peace isn't 

the defections. “The landslide victoiy enough”. Cnrbiug violence was not 

ol Mrs Candhi’s Congress in the rec'iit and end in itseli and no wiong notions 

I.ok Sabba poll”, it ponderou.sly pro- should be created that a jiohce laj w.is 

claimed, “has set in motion another going to be installed in the State. “It 

W'avc of political instability in mans should be the ('iideavoin ol the thiid 

States, just as the great split in the old Mnnstis he.ided by Mi .A)oy Mukliei- 

(kmgre.ss Party did earliei. It is haidly )ee“, the papei lemaiked, “to make 

surprising that the Congiess(H) seeks to lile woith living loi the lowly anil the 

cash in on its po/iiilarity .it present by dowiitioddeii. On its success will ile- 

lelentlessly pressing on the eistwhile pend nol onlv the Goveinmeiit's survi- 

citadcls ol its rival. And with many of val but also that ol the deniociatic 

our politicians only too eagei to get on oitlei in the State.” 
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spoke with one voice, finding spontan- 
eous»unity in a full-thioatcd condemna¬ 
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some minor upheavals which go 
by the name of “toppling” had been 
going on apace in some Indian States. 

The spectacle ot Congrcss(O) govern¬ 
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sore, Uttar Pradesh and Gujarat made 
Tribune exclaim “CongressfOh!)”. It 
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was “defection by instalments in Guja¬ 
rat and elsewhere”, it said, “with the Two years Rs 45 Three years Rs 65 

traffic strictly one way”. The shock of 

the general elecMon, the paper reason- Concessional Rates Are Not Applicable to Institutions 

ed, had been so great that the dominoes 
fiad begun to fall. “No wonder that Mr 
S K Patil advocates vanaprasta for him- 
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REVIEWS 


Status and Flatus 

Evelyn Wood 

Homo Hierarchicus by Louis Dumont; Gallimard, Paris, 1966; pp 445; 
Maps and Charts; Francs 32. 


A Nlt;E coiicoi(lance is ohlainctl by thi; 
publication of llic lalcsl, and most com¬ 
plete sludy of tlic tiaditmnal hierarchy 
in India l)y I.oiii.s Dumont and the 
present political imbio^tbo, which will 
nift cniininatc with the 1971 Elec¬ 
tions. 

This is the fiist occasion when a social 
anihiopoloKisI has made a systematic 
efloit to study Vdititi, caste, iati and 
potra (treated by him as clan systems) 
in interactiiiK lorms ol hierarchy. His 
method is by analysis of the document¬ 
ation and of the observed action — 
which are compared in parallel, each of 
the four systems separately; and then 
by re-synthesis, to reveal a workinj' 
model — oi rather a very large number 
of diifeicnt working models — with the 
changing leasoning or rationalisation 
which has supported them through the 
centmies. 

Doubtless it will be four oi five gene¬ 
rations set before the four elements 
of Hindu societies are ironed out of 
the famiK and individual struetmes ol 
behaviour. In the mean tim(“, it looks 


as i( Iiidi.ins (not only llindu.s) are in 
lor a period of merry hell, part of which 
will be caused by the decay of the use¬ 
ful — and accommodating — system 
which has maintain(‘d the social unities 
in the coiintiy foi so many centuries. 

Two major errors were made in the 
fiist scries of Plans, with regard to social 
organi.satioii. The fiist was a negative 
eiior: the piddling amounts allotted to 
education, which of course was the 
prime need in a country embarking on 
accelerated development for transforma¬ 
tion into an Industrial Civilisation. The 
second, positive, error was the election 
of the bastard organisation called (even- 
tiialls) Community Development, Ptin- 
rhaijati Haj. Co-micrutivcs Ministry, 
with which was fused the National Ex¬ 
tension .Service. Even il this omnium 
I'tit/irniiii had been headed by Mann, 
I’lalo, Asoka, Akbai and Vinoba Bhavc, 
it could not have produced anything 
but chaos dining the past 20 years. In 
jiiineiplc, it seems pietty silly to claim 
the ability to teach the yieasants, who 
have ki'pt India’s social unity going for 


nearly 3,000 years, how to organise their 
societii's (communities, if you like), and 
how to play politics. Social Education, 
indeed! Why not a course on teaching 
grandinothers to suck eggs? 

India is in a flux of very intense and 
extensive changes. The economic stresses 
of too many people and too little land 
may be paramount; but the attempt to 
mitigate these by raising technology to 
high levels very ciuickly is the factor 
which causes social, political and cul¬ 
tural changes — especially among the 
working classes, and most of all among 
the peasants. Yes, the Punjab can take 
it, hut consider the disciplined foreign 
expel lence which has seeired back int'O 
Punjab villages.* ^ 

Louis Dumont is not a predictor. He 
has drawn on others’ research and ex- 
peiieiice. He comes from a country 
in which the iiopulation is still consider¬ 
ably peasant. But he is a man with 
an expert knowledge of people in their 
social forms. Thi'rc aie not many such 
people in India. The late Irawati Karve 
was pel haps the most distinguished on 

• MS Randhawa and Prem Nath: 
“Fanners of India’’, Volume I, 
Punjab Himachal Pradesh, Jammu 
and Kashmir, Indian Council of 
Agiicultural Research, 1959; 304 
pp; Ilhi.strated, Glossary, and In¬ 
dex; Hs 14. 


WE WILL ASSIST 
YOU WITH MONEY 


We are all out to help the self-employed with 
ambition and drive. You may be a Technician or an 
Artisan, you can count upon-our financiai assistance 
for starting, improving or expanding your trade or 
business. We have Loan Assistance Schemes for 
others like Farmers. Transport Operetors, Small* 
Scale Industrialists. Make sure that you take advan* 
tage of our various Loan Schemes and improve 
your trade or profession. 

Contact the nearest Branch of the Bank for details. 
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this topic, though M N Srinivas runs 
her close. But this knowledge is simply 
not possessed, or even regarded as seri¬ 
ous, by the politicians who have created 
and can yet create muddles like the 
Ministry I mentioned earlier. 

Yet we liave sociologists and anthro¬ 
pologists in the service of the Union 
Government. Many of them have been 
patient investigators in the Programme 
Evaluation Organisation of the Planning 
Commi.ssion. Others have served in the 
many institutes of research, training, and 
in advi.sory capacities as created by the 
Government of India to help its Minis¬ 
tries. But when has their advice been 
taken? 

This is a political question, with 
M^ich. I am not competent to deal. I 
pnly know a few cases besides those of 
the'PEO, whose recommendations were 
con.sistently turned down — usually on 
the pret<!xt that “it’s too late now...”. 
Other, more distinguished, investigators 
on these socio-econorao-technological 
aspects of development have presented 
p^ers to Associations outside the offi¬ 
cial orbit; and these, too, have received 
the usual compliments, but with no 
action taken by the Ministry concerned. 
As a political layman, T ask Why? 


THIS book was submitted as a master’s 
paper in Political Science at the Univer¬ 
sity of Chicago. It contains a study of 
Indian Workers’ Associations which 
have been formed wherever Punjabis 
have settled in Britain. A distinctive 
feature of the IWAs is their democratic 
constitution. There are periodic elec¬ 
tions. The leaders come from the rank 
and file and are not middle-class pro¬ 
fessionals separated from the rest of the 
immigrants by differences in education 
or income. 

This has led many British sympathis¬ 
ers to expect the IWA ofiBcers to play 
an important role in helping the immi¬ 
grants to adjust to British life. The 
iJeal immigrant leader (as quoted from 
Eisenstadl’s “Absorbtion of Immigrants”) 
is one who wishes: “to perform definite 
roles within his group and to combine 
these roles with their roles related to 
.^the absorbing society...he becomes by 
his very nature a channel of communi¬ 
cation with the wider society, its values 


Dumont’s principal concern with the 
human subjects of his study is typically 
French. He tries to see all the fields 
of thought from the religious to the 
economic in terms of power. His ten¬ 
tative conclu.sion is that the Hindu 
system of social etc organisation has 
invariably tried to ensiue that power 
was assigned amongst those who could 
use it for the benefit of the social entity 
conct;nied, as a whole. 

This principle is a great tribute to 
the Indian past from a Frenchman. In 
fact, I would say that it is as great a 
tribute as was paid to democracy in 
America by Alexis de Tocqueville. But 
tributes do not seem to affect politicians; 
and we arc left with a very acute 
dilemma. If, as Dumont says, power 
resided with u number of persons — 
especially, of course, the balance bet¬ 
ween the twiee-born varnas — how has 
it suddenly switched to a hierachy 
which has a very distinct and sharp 
single apex? 

Why, in fact, has the entire socio¬ 
cultural pattern of life in India been 
thrown overboard? And what has India 
obtained from the vasty deep to replace 
that 3000-year-old unity? 


and .symbols...’’. The author wished to 
discover how far the IWA office-bearers 
can fulfil this lole and w'hethcr the ex¬ 
pectations of British sympathisers were 
not too optimistic. 

Two basic concepts are taken from 
Eisen.stadt. They arc adaptation and 
acceptance. Adaptation involves a re¬ 
socialisation of immigrants influenced 
by their friends, workmates and most 
importantly, the leaders. Both the mani¬ 
fest and latent functions should be 
considered. Acceptance refers to change 
in the attitudes of the hosts towards 
the immigrants and covers both favour¬ 
able and unfavourable reactions. The 
.,ame data can throw light on the lead¬ 
ers’ effectiveness in influencing accept¬ 
ance and adaptation. 

The fieldwork consisted in interview¬ 
ing about 100 Punjabis and 45 white 
sy.'nputhisers and was mainly conducted 
in Southhall and Coventry. IWA poli¬ 
tics till very recently show a remarkable 
similarity with village politics in India. 


The immigrants join IWAs and vote 
in elections because their leaders ask 
them to. In the fifties village and kin- 
.ship ties were all-important in the forma¬ 
tion of political alliances. The leaders 
fought elections in order to win and to 
gain prestige within the immigrant com¬ 
munity. Battles were rarely over issues 
as there was a general consensus on 
what the problems facing the immigrant 
community were and how they should 
be tackled. 

The nature of traditional IWA poli¬ 
tics .shows why it is difficult for immi¬ 
grant politicians to be on British spon- 
.sored integration committees and play 
the role of Eisenstadt’s ideal immigrant 
leader. One cannot participate effec¬ 
tively in British political life if the basis 
of one’s political standing is personal 
influence within the immigrant commu¬ 
nity based on village and kinship ties. 
For instance the presence of one such 
immigrant leader in an integration com¬ 
mittee arouses the jealousy of other 
leaders and they withdraw their sup¬ 
port; and in some cases Britons by 
nominating one leader rather than an¬ 
other have found themselves drawn into 
IWA politics. 

Recent years, however, have seen a 
change in style. The immigrant settle¬ 
ments are becoming permanent commu¬ 
nities and individual immigrants are 
becoming increasingly aware of their 
low status in Briti.sh Society. The mono¬ 
poly which the IWAs had of being the 
sole formal associations representing the 
immigrants is being broken down and 
combating racial discrimination has 
become a major is.sue within the com¬ 
munity. I’or tlie future the immigrant 
leaders hav<- two alternatives. They 
can abandon IWA politics and become 
effective .spokesmen on British .spon.sored 
integration cximmittees or they can turn 
militant and mobilise the immigrants. 
Adaptation would in this case mean 
focusing hostility on “racialist” sections 
of the British populace. John thinks that 
the first alternative is more likely. 

John’s book gives a lucid account of 
an important aspect of the life of Indian 
immigrants in England and should he 
very helpful to those to seek to improve 
race relations. His chapters .showing the 
similarity between Indian village poli¬ 
tics and IWA politics should be of help 
to students who may .seek to understand 
the politics of Indian trade unions, for 
instance. The book is an example of 
good social science exposition for its 
clear pre.scntation of hypothesis followed 
by evidence and discussion as to ten- 
ability. 


Indian Immigrants in Britain 

Amit Sen 

Indian Workers’ Associations in Britain by John Dewitt; published for 
the Institute of Race Relations by Oxford University Press, 1969; pp 
xii + 194; 25 sh. 
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SPECIAL ARTICLES 


Estimation of Net National Product from 
Consumer Expenditure Data 

S BasD 

This paper is a follow-up on an earlier study published in 1961. It estimates net national output from 
the expenditure approach for the period 1958-59 to 1968-69. 

As the current estimates are based on data of better quality, coverage and authenticity, they 
are surer estimates of private income and net national product. But the percentage of error cannot be 
categorically stated. 

However, despite the drawbacks owing to the iiature of the basic data utilised, there is striking 
comparative closeness between the net national product series estimated by the National Sample expendi¬ 
ture data and the official national income estimates. The series, therefore, reliably give an idea of the 
general trend. 

fY C Bhatnagar and Girdhar Gopd helped greatly in data collection. But the views expressed are. 
entirely those of the author.] 


IN an earlier paper, ‘Estimation of Net 
National Product from Consumer Ex¬ 
penditure Data’ (The Economic Weekly, 
March 11, 1961, p 447) I had made 
an attempt to estimate India’s net 
national output, at factor cost, from tlie 
expenditure side. I had made use of the 
NSS per capita consumer expenditure 
data to derive the total household ex¬ 
penditure; this was th(!n added to the 
estimates of household savings to arrive 
at “personal income after tax’’. Adding 
to this “personal income after tax": 

(1) personal income taxes; 

(2) corporate retained profits (equat¬ 
ed to corporate savings); and 

(3) corporate taxes, 

for all the years under study, I had 
arrived at “private income at market 
prices”, for the years 1952-53 to 1957-58. 
To this series 1 had added subsidies 
and subtracted indirect taxes etc, to 
get “private income at factor cost”. 
I had then deducted from this set of 
figures of “private income”: 

(1) net private donations from 
abroad ; 

(2) transfer payments; 

(3) national debt interest; and 

(4) earned income from abroad, 

to obtain “income from domestic pro¬ 
duct aceniing to the private sector”. 
This was tlwn added to the “income 
from domestic pioduct accruing to the 
Government", to arrive at the "net 
domestic product at factor cost”. Add¬ 
ing to this the “earned income from 
abroad", we got "net national product 
at factor aist”. 

The present paper is a follow-up on 
the earlier study and estimates net na¬ 
tional output from the expenditure 
approach, for the years 1958-59 to 
1968-69. As our current estimates arc 
based on data of better quality, cover¬ 
age, and authenticity, we are more sure 


of our estimates of private income and 
of net national product for the years 
under study; but we cannot categoric¬ 
ally state the percentage of errors in¬ 
volved in our estimates. Annexure A 
presents our estimates of “private income 
at factor cost” for the years 1958-59 
to 1968-69, and Annexure B furnishes 
the series of “net national product of 
factor cost” for the same years. 

Our main sources of data have been 


NSS consumer expenditure data over 
various rounds, savings estimates pre¬ 
pared by the RBI and CSO, and the 
White Pai>er on National Income for 
various items (subsidies, indirect taxes, 
transfer payments, debt interest, etc). 
Though the various rounds of the NSS 
do not strictly confoim to our financial 
years since mo.st of the rounds cover a 12- 
nionth period, we have attempted to fit 
these as best as possible with the different 


Table 1; Rukal-Uman Bheak-up of Population 

(in millions) 


Year 

Urban 

Rural 

Total 

1958-59 

73.6 

341.8 

415.4 

1959-60 

76.1 

348.3 

424.4 

1960-61 

78.9 

355.0 

433.9 

1961-62 

81.7 

362.3 

444.0 

1962-63 

85.0 

370.6 

455.6 

1963-64 

88.0 

378.5 

466.5 

1964-65 

91.2 

386.7 

477.9 

1965-66 

94.8 

394.8 

489.6 

1966-67 

98.3 

403.5 

501.8 

1967-68 

101.9 

412.4 

514,3 

1968-69 

105.8 

421.3 

527.1 

Table 2: 

Comparative Estimates of Net National Income 





(Rs abja) 


Net National 

Income at Current Prices 


CSO 

Our 

Percentage 

Year 

Estimates 

Estimates 

Difference of 




(3) over (2) 

(1) 

(2) 

(3) 

(4) 

1958-59 

126.0 

127.6 

(+) 

1.3 

1959-60 

129.5 

132.5 

(+' 

2.3 

1960-61 

132.9 

143.6 


8.1 

1961-62 

140.5 

152.7 

(+ 

8.4 

1962-63 

148.7 

159.3* 

( + 

7.1 

1963-64 

170.9 

175.7 

( + 

2.8 

1964-65 

200.6 

206.3 

( + 

2.8 

1965-66 

206.2 

224.9* 

(+ 

9.1 

1966-87 

230.2(P) 

241.3* 

(+ 

2.2 

1967-68 

283.6{P) 

283.9 

(+ 

0.1 

1968-69 

285.8(P) 

292.6* 

+ 

2.4 


Note-.(P) Provisional • To be revised. 
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Table 3: Net Nationai, Phodoct at Facto* Cost at Cubrent Pncss 

—————— 

1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 


CSO’s esHmates 98.2 104.8 96.1 99.8 113.1 113.9 

Ours . 99.4 93.8 77.6 84.9 90.7 96.7 

Percentage diffensnce 
between our estimate 

and CSO’s (-I-) 1.2 (—) 10.5 (—) 19.3 (—) 14.9 (—) 19.8 (—) 15.1 


financial years from 1958-59 to 1968-69. 
In this process, we find that 1962-63 
was not covered by the NSS consumer 
expenditure study. For this year, we 
have estimated the total household ex¬ 
penditure on the basis of a trend study 
of the estimated household expenditure 
during other years as well as on popula¬ 
tion estimates for the same year. For 

1965- 66 and 1966-67, again, the data 
collected by the NSS on household 
consumer expenditure are not readily 
available, as the relevant data have not 
yet been processed by the ISI. For 
thesi * two years also, we have made the 
best possible estimates of household 
expenditure on the basis of trend stu¬ 
dies. population estimates, and various 
other relevant considerations. Our esti- 
m.ites of private income and net national 
prpduct for these two years would be 
revi.sed when the data collected are 
processed and made available. For 
1968-69, the CSO has not yet furnished 
the detailed accounts of external trans¬ 
actions and of the Covcrnincnt sector; 
conse<)uently, rough estimates of these 
various relevant items have been pre¬ 
pared to arrive at some estimates ol 
national product. Thus 1965-66, 

1966- 67, and 1968-69 estimates of per¬ 
sonal income and net national income 
may be treated as provisional. Official 
savings estimates are available only for 

1960-61 to 1965-66; hence for 1958-59 
and 1959-60 we have utilised RBI 
estimates of savings. For rectmt years, 
we have projected the savings estimates 
on the basis of various related aggre¬ 
gate. When official estimates of sav¬ 
ings are made available for 1986-67 
to 1968-69. our estimates of personal 
income and net national product may 
undergo some changes. However, all 
these revised data are not going to 
affect our estimates significantly, since 
their contribution to net national income 
is not considerable. Further, some 
overcstimation or underestimation on 
our part for some of these items may 
cancel out each other and the resulting 
error may not be significant. 

•For the years under study, the urban- 
rural break-up of the total population 
in India, has been estimated as follows: 

Our population totals tally with 
those used in the compilation of per 
capita official estimates of national in- 
'come. These are adjusted, from the 
official estimates of population as re¬ 


leased by the Registrar General of India, 
to get mid-year population figures and 
to adjust for the territories covered. 
No official estimates of the urban-rural 
break-up of the total population is 
readily available for the years under 
study. Our estimates are based on 
some studies undertaken in CSO and 
other research organisations. The pro¬ 
portion of rural population is thus seen 
to have decreased from 81.8 per cent 
of the total in 1960-61 to 79.9 per 
cent in 1968-69. During this period, 
urban population has gone up by 34.1 
per cent, while rural population went 
up by 18.7 per cent only. 

Table 2 furnishes comparative esti¬ 
mates of net national income, at current 
prices, as estimated above and those pre¬ 
pared by the CSO (official estimates). 
Though it looks a little suspicious, our 
estimate for 1967-68 has almost tallied 
with that of CSO, while for five years 
our estimates are larger than the offi¬ 
cial estimates by some two to three pe.r 
Lent only. However, for 1980-61, 

1961-62, 1962-63, and 1965-66, our 

e.sUmates are significantly higher than 
the CSO estimates. However, of these 
four years, 1962-63 and 1965-66 are 
based on provisional estimates of house¬ 
hold expemliture, and at least oui 
1965-66 estimate will undergo some 
revision when the relevant consumer 
expenditure data are processed by tlie 
ISI. These comp.arisons are interesting. 
In my previous study for 1952-53 to 
1957-58, our estimates of national in¬ 
come were consistently lower than the 
official estimates — the percentage dif¬ 
ference varying between 10..5 per cent 
in 1953-54 to 19.8 per cent in 1956-57, 
(See Table 3). In our present study for 
the later years, national income esti¬ 
mated by the expenditure approach has 
been higher tlian the official estimates, 
though the degree of discrepancy has 
decreased considerably for these years. 

If we utilise the overall national in¬ 
come deflator, the comparative picture 
of the two scries may be shown as 
in Table 4. The percentage difference, 
however, will .-emain the same for both 
tbc series, at current and constant 
prices. The overall deflator moved as 
follows : 

1960- 61 100.00 

1961- 62 102.11 

1962- 63 105.91 

1963- 64 115.16 


1964-65 

126.01 

1965-66 

137.28 

1966-67 

156212 

1967-68 

170.95 

1968-69 

168.71 


Table 5 shows how the total house¬ 
hold expenditure data, as worked out 
from the NSS rounds, compare with the 
official and our estimates of national in¬ 
come. Thus, since 1960-61, our house¬ 
hold expenditure has recorded a decline 
though no consistent trend has been 
noticed from either of the series. On 
an average, we may take some 78 to 
81 per cent of our total national pro¬ 
duct as being spent by the household 
sector, re.st being accounted for by 
government expenditure and capital 
formation. 

To sum up, our current study — 
in spite of all its drawbacks owing to 
the nature of the basic data utilised — 
brings into the picture the excellent 
comparative closeness of the net national 
product series estimated from the NSS 
expenditure data and the official national 
income estimates. Though it is im¬ 
possible to make any categorical state¬ 
ment about the accuracy (or inaccuracy) 
of both or cither of these series of esti¬ 
mates of net national product, arrived 
at by different approaches, they defini¬ 
tely give an idea of the general trend. 
We propose to follow up this with a 
note on the share of urban-rural areas 
in our domestic production, with the 
help of NSS consumer expenditure data 
and other relevant material. 


Table 4: Net National Product at 
1960-61 Pbices 



CSO 

Estimates 

Our 

Estimates 

1960-61 

132.9 

143.6 

1961-62 

137.6 

149.5 

1962-63 

140.4 

150.4 

1963-64 

148.4 

152.6 

1964-65 

159.2 

183.7 

1965-66 

150.2 

163.8 

1966-67 

151.2 (P) 

154.5 

1967-68 

165.9 (P) 

166.1 

1968-69 

169.4 (P) 

173.4 


(P) Provisional 


Tabx.f. 5; Comparative Estimates of 
Total Household Expenditure 


Percentage of National Product 
_ Spent by Households 

Year \s Compared to As Compared to 
t;sO Estimates Our Estimates 


1958-59 

86.3 

85.3 

19,59-60 

85.8 

83.8 

1960-61 

91.1 

84.3 

1961-62 

90.1 

82.9 

1962-63 

86.8 

81.0 

1963-64 

80.5 

78.3 

1964-65 

82.0 

79.7 

1985-86* 

84.9 

77.8 

1966-67* 

80.4 

78.7 

1967-68* 

78.7 

78.6 

1968-69* 

80.0 

78.1 


Provisional 
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uslim Leadership and Electoral 

in Hyderabad 

A Pattern of Minority Articulation' 


Politics 

11 


Rasheeduddin Khan 

The reconciWifwrt of mhnoritu with mtionai identity takes many fotmi. In the context 

of Indians plural socu^, in 'which ^xe Uirtg centinuiTy and'Siability of multiple tr^kional cultures makes 
the unified democratic experiment anyhow more complicated, the task of harmonising the particular and 
exclusive demands of minorities with the mtioti’s ^nerdf [processes of change becomes all the more 
perilous. ^ 

If only for this reason d study of minority politics in oil its ramifications acquires a certain primacy 
for construction of relevant hypotheses cf India’s functional policies. 

Of all the'minorities, the Muslims occupy a distinctive place in Indian politics for many reasons: 
because of their proportion in the population which makes them the single biggest minority; because of 
their historical role, cultural contribution, social distinctiveness and urban and semi-urban habitation 
jcontrasted with their present cultural bewilderment, social degeneracy, educational decline and economic 
• bpckwardness; and because of their sense of political despair so unwisely perpetuated by the existence of 
an'exclusivistic nonrsecular, uncreative and inept leadership. 

For a clearer understanding of Indian politics, no less than for a better appreciation of the Muslim 
response to the processes of secularisation and modernisation in India, systematic studies of Muslim poli¬ 
tics under different situations and conditions and in different parts and regions of the country are called 
for. 

This paper studies the traditional leadership situation among Muslims in a major urban political cen¬ 
tre of Muslims, the city of Hyderabad in .Andhra Pradesh. 

The paper has been published in two parts. In this, the second, part the author studies certain major 
aspects of the Muslim problem in Hyderabad and also seeks to suggest a general frametdork for under¬ 
standing communal polarisation. The first part of the article, which appeared last week, examined the 
process of commimal polarisation in Hyderabad city politics in successive elections and discussed tradi¬ 
tional Muslim parties in Hyderabad and their leaderships. 


IV 

Certain Ma{or Aspects of Muslim 
Prpblem in Hyderabad 

(«) Socio-Economic Condition of the 
Mmlifti Community in Hyderabad 

WITH the political demise of the 
Nizam's Dominions of Hyderabad after 
its incorporation in independent India, 
the special privileges, teoda) preroga¬ 
tives and preferehtial treatment enjoyed 
by rfhe Musliih 'elite were also slowly 
liquidated. By 'the application of the 
lagir Abolition - Regulation. J949, the 
entire structure • of feudal domination 
was dismantled.^ The-. 1-1-15 per cent 
Muslim population of., the- defunct 
Hyderabad State, three-quarters of 
which resjided. |p about 9 dozen. urban 
centres aind ,nearly half in the city 
of Hyderabacji ifself, d.epended for its 
livelihood- on six big categories of 
employment, ‘five of which were inex¬ 
tricably linked with the survival of 
the princely Muslim State. 

(i) la^irs, Mansabs and Inams; 

(li) Eiqployment in Government and 
qu^si-Government Departments 
and ‘^Ptablishments — revenue 
offices, civil and judicial offices, 
> police, municipality and city 

improvement board, education 


and university, ecclesiastical 
department, etc; 

(iii) Army, regular and Nizam’s 
‘Irregulars' (fauj-e-be-qaida); 

(ivl Offices df the feudal estates and 
household' establishment of the 

- ^ “ feudal gentry: 

(v) Private service with aristocratic 
families; 

(vi) Professions other than Govern¬ 
ment,service - - lawyers, doctors, 
engineers, industrialists and 
shop-keepers. 

The end of the Nizam’s suzerainty 
was also the death-knell of the domin¬ 
ance of Muslims in those sectors of 
employment in which for generations 
they enjoyed a near-monopoly. The 
migration of the bulk of the profes¬ 
sional, entrepreneurial and bureaucratic 
class of Muslims of Hyderabad to 
Pakistan, abolition of jagirs and land 
reforms, democratisation of Govern¬ 
ment services, abolition of certain 
departments, disbandment of the 
Hyderabad Atmy and Nizam’s Irregul¬ 
ars, retrenchment of private servants 
by the disinherited and impoverished 
aristocrats, elimination of Muslim 
industrialists and big shop-keepers by 
severe competition and also discrimina¬ 
tion, increasing irrelevance of lawyers 


trained in the separate legal system of 
the Asafiahi j-.idiciary and the cumula¬ 
tive effect of all these in terms of 
increase of unemployed and under¬ 
employed Muslims, decline in the pro¬ 
portion of Muslims in educational insti¬ 
tutions, rampant prostitution among 
Muslim women, the phenomenal pro¬ 
portion of Muslims among rickshaw- 
pullers --- all these present a rather 
dismal picture of the sudden and 
adverse change in the socio-economic 
condition of the Muslim population of 
the city of Hyderabad particularly and 
of Telongalna generally.* 

Nk\ii DesnTtrnoN 

An index of the near destitution level 
reached by certain sections of the 
Muslim community in Hyderabad is 
provided by three revealing surveys 
conducted by the Indian Ihstitute of 
Economics., Hyderabad. - The major 
conclusions of a Socio-Economic Sur¬ 
vey of rickshaw drivers in Hyderabad 
City Area (1962), conducted on a 
systematic random purvey basis* are as 
follows: (a) of tflie 16,70S' ^rickshaw 
drivers the proportion of Muslims to 
non-Muslims among owner-drivers is 
9 : 1 and among drivers is 2 ; 1; (b) 
daily hire-wage is between Rs 1.25 to 
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under our Affinity Group Travel 
Scheme. For many sectors, the 
reduction amounts to over Rs. 2000/-. 
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gymkhanas, choirs, dramatic and 
musical groups etc. 


What is an affinity group? 


Minimum requirements: 


it is an association that has been in 
existence for 6 months prior to travel 
with a common objective or activity 
other than travel. In case of travel to 
the Americas the association must be 
of at least two years standing. 
Examples: Educational institutions like 
schools or colleges of Arts, Music, 
Science, Engineering, Medicine, 
Catering; professional groups like 
associations of lawyers, physicians, 
surgeons, pathologists, teachers. 


If you are a member of any of the above 
affinity groups for a minimum period 
of 6 months prior to travel you may be 
entitled to the reduction. You have to 
travel together throughout your journey 
and your group should not be smaller 
than 15 persons. 

Besides the large reduction under our 
Affinity Group Scheme, Air-India gives 
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been abroad in the past 3 years. S 

*$ubject to tpproval of all Govts. ^ 


ro 

AFFINITY GROUP FARES (All fares In Indian Rupees) I 

BOMBAY 

! CALCUTTA 

DELHI 

MADRAS 

Normal 
Ratum Fara 

Affinitr 
Raturn Fara 

Normal 
Return Faro 

Affinity 
Raturn Fara 

Normal 
Ratum Fara 

Affinity 
Return Faro 

Normal 
Return Faro 

Affinity 
Raturn Fan 

AMSTERDAM 

5984 

4189 

8732 

4713 

9984 

4189 

6650 

4855 

FRANKFURT 

59S4 

4189 

6732 

4713 

5984 

4180 

8650 

4855 

PARIS 

9964 

4189 

8732 

4713 

5084 

4189 

8650 

4855 

PRAGUE 

9984 

4189 

8732 

4713 

5C84 

4160 

8650 

4855 

GENEVA/ZURICH 

5898 

4127 

8846 

4653 

5895 

4187 

8681 

4893 

ROME 

9233 

3664 

8027 

4210 

5233 

3884 

5800 

4180 

MOSCOW Oinci ria DELHI 

4866 

3491 

5833 

3944 

4938 

3457 

9852 

3987 

,. vii MIDDLE EAST/EUROPE 

7704 

5393 

8498 

5949 

7704 

9393 

8370 

9889 

LONDON 

8070 

4248 

6821 

4775 

8070 

4249 

6736 

4718 

NEW YORK 

9810 

5803 

9615 

9963 

9210 

9803 

9819 

5083 

KUALA LUMPUR 

2915 

2041 

2207 

1545 

2736 

1910 

2330 

1838 

NANDI 

8849 

8055 

8073 

5892 

8840 

0055 

7987 

noi 

PERTH 

6133 

4894 

5581 

3803 

8133 

4894 

9471 

3880 

SINGAPORE 

8915 

2041 

8385 

1870 

2915 

2041 

2339 

1888 

SYDNEY 

7015 

4910 

8441 

4509 

7015 

4010 

8384 

4441 

TOKYO 

5018 

4139 

5206 

3845 

8804 

3923 

8487 

3799 

For full doUlla and a Hal 
ofeihar tiaUona to whkh 
Unaa faraa apply, poal this 

Name.., 


r KIndhf sand majour fraa Hkratura on tha 

A^nlty Group Traral Schama. 


coupon to any of our SB 
ofPeaa heaM ehaaal to 
you or your Trara! Agant. 

Mtmber 

4.4d'.eoa 

6a:. 














_ 







•• EPM 








ECONOMIC AND PCM.ITICAL WEEKLY 


April 17, 1971 


Table 5 : Urdu-Speaunq Persons in Andhra Pradesh 


Census Year 

Total Number 

Percentage of 

Population 

1941* 

21.87,005 

13.4 

1951*» 

21.33.075 

6.8 

I96lt 

35,53,753 

9 8 


* The figure is for the fomier Nizam’s Dominion of Hyderabad, including Telengana, 
Manthwada and Karnataka areas. The latter two largest regions have been 
merged respectively in Maharashtra and Mysore States, consequent on the 
StaM’ Reorganisation, 1956. It may be noted that for 40 yMts, from 1891 to 
1931 the percentage of Urdu-speMing persons in the Nizam’s Dominion 
oominued to remain constant at 10.4 per cent (p 308, Hyderabad Census. 
1941). Source: Hyderabad Census of 1941. 

** The dgure is for the 9 Telengina and 11 Telugu districts of the former Hyderabad 
and Mrdras States respectively. The figure for the State of Hyderabad which 
was in existence till 1956 was 21,59,214 (11.6 per cent). Source: Census of 
India, 1951 and Statistical Abstract of Andhra Pradesh, 1960. 
t Statistical Abstract of Andhra Pradesh, 1964. The figure cited in Col 4 on page 
30 is wrongly printed as 25,53,753, thereby enormously reducii^ the percentage 
to 7.10 per cent. Addition of the totals for Rural and Urban given on the same 
and following pages reveals the discrepancy. This glaring error is repeated in 
other works like the Andhra Pradesh Almanac, 1968 (Edited by B Subbrayan, 
Madras: The Educational of India, 1967). p 10. 


Rs 2.00, i e, Rs 37.50 to Rs 60.00 per 
mensem and daily earnings vary 
between Rs 2.50 and Rs 5.00, i e, Rs 75 
to Rs 150 per mensem; (c) average size 
of family of the Muslim rickshaw-puller 
is 5-6: (d) literacy ratio at 47 : 32 is 
higher among Muslims than among non- 
Muslims; (e) the occupational pattern of 
Muslims prior to taking to rickshaw¬ 
pulling was as follows: 28.2 per cent ex¬ 
employees in Nizam’s estate, 19.5 per 
cent unemployed. 14.5 per cent casual 
employees, 10.4 per cent skilled work¬ 
ers. 8.7 per cent unskilled workers, 
5.9 per cent retail traders, 14,3 per 
cent others. 

"A Socio-Economic Survey of Street 
Beggars in Hyderabad” (1956) revealed 
that in a total of approximately 5,000 
beggars, the Muslims constituted 48 
per cent — even more than the 
Scheduled Castes. The main reasons 
for 'this high proportion, the Survey 
Team reported, were the ‘Police 
Aotion’, abolition of jagirs, disband¬ 
ment of the regular and irregular 
forces.’" 

“A Socio-Economic Survey of Hut- 
Dwellers of Hyderabad City” (1959), 
also conducted as a randon sample 
survey,** reported that in 21,842 huts, 
67,806 persons constituting 8 per cent 
of the city's population live. While 
58 i)er cent of the hutment-dwellers 
belong to the Scheduled Castes, 24.9 
-.per cent come from Hindu low castes 
and 21 per cent from among the 
Muslims and 1.07 per cent from among 
Christians. The average income of the 
hutment-dwellers was between Rs 
..J9.38 and Rs 45.75 per mensem. About 
10,955 hutment-dwellers were un¬ 
employed, constituting 41.82 per cent 


of the total hut-dwellers. 

Recently, the “Bulletin of the 
Hyderabad Metropolitan Project” stated 
that southern Hyderabad ‘the walled 
city’, where three-quarters of the 
Muslim population lives, is weak in all 
the three measures of urbanisation, i e. 
proportion of working population, 
existence of manufacturing industries 
and commercial activities.’* 

(!i) The Language Problem 

A factor of extraordinary sentimental 
significance that influences the political 
decisions of the Muslims in Hyderabad 
and lies at the very heart of their fear 
of cultural assimilation and their 
apprehensions about their employability 
in Government services and private 
educational institutions is the increas¬ 
ing neglect of their language, Urdu, by 
the State and by cultural and 
educational organisations. Despite the 
shifts and turns in the political life 
of the State, the number of Urdu-speak¬ 
ing people in the twin cities of 
Hyderabad and Secunderabad (and the 
adjoining areas included in the town- 
group) has remained about 4 lakhs in 
the last 20 years. In 1941, there were 
4,19,143 persons constituting 55.5 per 
cent of the population of the town- 
group who regarded Urdu as their 
mother-tongue. In 1961, the number 
of Urdu-speaking people was 4,50,151, 
constituting 35.98 per cent of the 
Hyderabad town-group population. 

In the erstwhile Nizam's Dominion 
of Hyderabad, the total of those who 
gave Urdu as their mother-tongue in 
the 1941 Census was 21,87,005 (13.4 
per cent) and another 22,38.269 listed 
it as their subsidiary language. Thus 
Urdu-knowing persons totalled 44,25,269 


which was 27.1 per cent of the 
total population. As a consequence of 
the Police Action, resulting in the 
migration of many thousands of Urdu¬ 
speaking persons to Pakistan and to 
other parts of India, the total decreased 
so much as to reduce the proportion 
by nearly a half — from 13.4 per cent 
in 1941 to 6.8 per cent in 1951 (Table 
5). In the next decade, however, the 
figure and the proportion increased 
appreciably. 

Biccesr Cui.TimAi, Victim 

The impression is getting confirmed 
that Urdu language has been the single 
biggest cultural victim of the partition 
of the country. In the lifetime of a 
generation that has seen the efferve¬ 
scence of Urdu as a glorious vehicle 
of philosophical thought, of extraordin¬ 
ary imaginative poetry, powerful politi¬ 
cal literature and religious disputations, 
and as a consummate medium of 
higher education in practically all 
branches of learning, and as a language 
of law and administration, this language 
is being relegated to an insignificant 
position in national life and its sources 
of growth and expansion are allowed 
to dry at the very roots. It has been, 
as it were, denationalised and alienated 
from the expanding stream of the cul¬ 
tural life of contemporary India. 
Although it is not ‘the language' of the 
Muslims of India and certainly not only 
their language but also of many others, 
yet a very large number of Muslims in 
Delhi, UP, MP, Rajasthan. Bihar. 
Haryana, Kashmir, Andhra Pradesh and 
Bombay speak Urdu as their mother- 
tongue. In the former Hyderabad State, 
for almost a century it was the official 
language and for decades the medium of 
education, including that of higher edu¬ 
cation. The Constitution recognises Urdu 
as one of the fourteen national langu¬ 
ages, but while (with the exception of 
Sanskrit) all the languages have at least 
one State of their pwn and indeed, 
after the acceptance of the States' 
Reorganisation Report, linguistic 
homogeneity became the first criteria 
of constituting a federating State, Urdu 
is the only living language with no 
State of its own.’* 

Worst still is the deliberate policy 
of refusing it even the place of a 
second regional language in areas where 
a very considerable number -cherish it 
as their mother-tongue. The historic 
petition bearing about 20 takh signa¬ 
tures submitted to the (Urdu-knowing 
and Urdu-admiring) first President of 
India. Rajendra Prasad by (Urdu-speak¬ 
ing and Urdu-loving) 21akir Husain 
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Tablb 6 ; Muslim Reprbsbntaiion m State Legislature and Parliament from Andhra Pradesh 


AFTER THE FouR GENERAL ELECTIONS 



1952 

(Hyderabad State) 


1957 


1962 



1967 


1 

MPs 

MLAs 

2 

MPs 

MLAs 

3 

MPs 

MLAs 

4 

MLCs 

MPs 

MLAs 

5 

MLCs 

Total 

25 

175 

43 

300 

43 

300 

90 

41 

288 

90 

Muslims 

3 

11 

3 

11 

3 

8 

9 

2 

7 

7 

Congress Muslims 

3 

8 

3 

10 

3 

6 

4 

2 

4 

6 

Percentage of Muslims in 

total 

12 

6.3 

7 

3.7 

7 

2.7 

10 

4.8 

2.4 

7.6 

Muslim iiercentage in 

population 

12 

12 

7 

7 

7 

7 

7 

8 

8 

0 

Percentage divergence 

between rows 5 anci 4 

0 

—5.7 

0 

—3.3 

0 

—4.3 


—5.2 

—5.6 - 

-0.4 


(who later became the third President 
of the Republic) in 1954, in his capa¬ 
citor as the President of the All-India 

_,iiman-i-Taraqqi-Urdu, on behalf of 

the l?r?W^s^aking people of India, 
requesting a fair and equitable solution 
of Iheir demand for proper recogni¬ 
tion of Urdu in India, remains even till 
today a petition that is respectfully 
ignored. Communal bigotry, linguistic 
jealbusy and political reaction have 
conspired to deny Urdu the place it 
deserves in the federal polity. This 
continuous inequity towards Urdu and 
the consequent disabling discrimina¬ 
tion against those who speak it have 
become a sore point with the bulk of 
the Urdu-speaking Muslims, like those 
of Hyderabad. 

Many Ramifications 

The problem, though basically one 
of culture, has many ramifications. 
Since the Urdu script is akin to Arabic, 
the non-use of Urdu leads to ignorance 
of the script resulting in difficulty in 
reading the Quran. Most of the religi¬ 
ous treatises of the Ulema for the 
past three centuries and more are 
mostly in Urdu. Indeed the language 
in this sense, together with its rich 
heritage of Muslim philosophy, is one 
of the major ‘Islamic languages’ in the 
world. But it should be remembered 
that the entire corpus of Urdu litera¬ 
ture reflects a value-structure built by 
the fusion of Islam with the cultural 
ethos of India. The slow elimination 
of Urdu, by denying opportunities for 
its normal growth, is taken by a bulk, 
of the Urdu-speaking Muslima as a 
id design’ of the fanatical sections 
of the majority community that is try¬ 
ing to subvert the very foundations of 
an important segment of Muslim cul¬ 
ture in India. It is thus interpreted as 
r proof of cultural persecution of 
the minority. 


However, it may be noted here that 
Andhra Pradesh is probably the only 
State where Urdu enjoys a better legal 
status. Yet its position is not as satis¬ 
factory for purposes of education, 
administration and employment as to 
give confidence to the Urdu-speaking 
people who constitute the second 
largest linguistic group in the State. It 
may also be noted that in Hyderabad 
particularly, and in Andhra Pradesh 
generally, there has been a remarkable 
cordiality between the various language 
groups and indeed Urdu has been 
championed by well known writers of 
Telugu, Marathi, and even Hindi. But 
mere legal recognition of Urdu without 
adequate educational facilities for its 
speakers or if educational facilities are 
available without these being related to 
the employment market, create a 
dilemma in which tom by its desire to 
preserve its language and also earn its 
bread, the whole language community 
perforce might have inevitably to opt 
for ‘bread’ at the expense of its ‘langu¬ 
age’ and thus become unconsciously the 
grave-digger of its own cultural heri¬ 
tage. 

(c) Political Participation 

An obvious conclusion drawn from 
the statistical data available on electo¬ 
ral politics is that Muslim participa¬ 
tion in the State legislature and the 
Parliament is not in keeping with their 
proportion in the total population.” In 
1957, the total valid votes polled by 
the Muslim candidates was 4.57 per 
cent for the State Assembly and 3.91 
per cent for Lok Sabha. In 1962 it 
slightly improved to 5.63 per cent for 
State Assemblies and 5.74 per cent for 
Lok Sabha, but in both the cases it was 
was almost less than half of the pro¬ 
portion of the Muslim population 
in the total population. In 1967 
out of the 3,395 Congress candidates 
standing for the State Assemblies, 


there were only 232 Muslims (6.8 
per cent); similarly there were just 24 
Muslim candidates out of 521 (4.6 pei 
cent) Congress nominees for the Lok 
Sabha. 

Ever since the First General Elec¬ 
tions in 1952, Muslim representation 
in the State legislature and in the 
Parliament from Hyderabad State and 
later from Andhra Pradesh has been 
unsatisfactory. This becomes clear by 
comparing the percentage of Muslims 
among the total representatives with 
the Muslim percentage in the popula¬ 
tion (Table 6). The divergence between 
the proportion of MLAs and the Mus¬ 
lim population has varied between 3.3 
in 1957 and 5.7 in 1952. In 1957 it is 
almost equal to the all-time low of 
1952. While in the first three elections 
there was no divergence between the 
Muslim percentage in population and 
the proportion of MPs from Andhra 
Pradesh, in 1967 even this changed to 
a negative divergence of 3.2. The low 
proportion of Muslim candidates to the 
total number of candidates and the 
high proportion of defeated to winn¬ 
ing candidates is apparent from Table 
7. It is striking that out of a total of 
7 Muslim candidates in the State 
Legislative Assembly, 4 were elected 
from the 9 Assembly seats of the Hy¬ 
derabad city and only 3 from the rest 
of the State (Tables 7 and 8); and out 
of the 4 from Hyderabad, 3 were 
Majlis candidates. This gives an undue 
weight to the community-oriented 
Majlis as the articulator of the demands 
of a bulk of the Muslims, which then 
naturally acquire a negative slant. 

V 

Conclusion: A Framework for 
Understanding Communal 
Polarisatloii 

In a segmentary society like India 
where, while the political institutions 
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Table 7: Muslim 


Electoral Participation in Andhra Pradesh Legislative 
Assembly in 1962 and 1967 


Total Assembly seats 

Total number of candidates contesting 

Total number of Muslim candidates contesting 

Elected Muslim candidates 

Defeated Muslim candidates 


1962 

1967 

300 

288- 

979 

1,067 

45 

41 

(4.5) 

(3.7) 

8‘ 

7' 

(17.5) 

(19.7) 

37* 

34 

(82.5) 

(80.3) 


CongreS'i 6 ; Majlis 1; CPI 1. 

Congress 8; Majlis 7; CPI 1; Swatantra 1; PSP 1; Socialist 3; Muslim League 1; 
Independent IS. 

Congress 4; Majlis 3. 

Congress 6; Majlis 3; CPI 3; CPM 1; Swatantra 3; Jan Sangh 2; Independent 16. 
Figures in brackets are percentages. 


are ‘democratic’ and the political system, 
by and large, modernised', the social or¬ 
ganisation and sociological environment 
remain ‘traditional’ and ‘pre-democra- 
tic’, the process of nation-building 
passes through, what might be called, 
phases of ‘fission’ and ‘fusion'. While 
these phases of ‘fission’ and ‘fusion’ in 
the short span appear as negations of 
each other, yet in the long-term histo¬ 
rical dimension they acquire a relation¬ 
ship of complementarity and their al¬ 
ternating occurrences are intrinsic in 
the development of a plural polity 
towards political integration. The ‘fis¬ 
sion’ between ‘coherent segments’ 
manifests the existence of mutual dis¬ 
cord necessitated by conflicts of inte¬ 
rests and/or of values; on the other 
hand, ‘fusion’ reflects the possible area 
of agreement and the limits of recon¬ 
ciliation arrived at by them. That the 
two phases have a causal relationship 
is also evident from a close historical 
survey of plural societies. 

In India, a classic plural society, 
these coherent segments include those 
based on communal, caste, regional 
and language identities or a combina¬ 
tion of some or all of them. These 
segments in terms of their political 
role and dimension in national life, 
achieve the stature of sub-national 
units capable of attracting a part of 
the political allegiance of a bulk of the 
people. Community-based segments in 
India — particularly the Hindus and 
the Muslims — cut across regional, 
caste and language identities and ac¬ 
quire in functional politics almost a 
continental dimension. They are of 
course composed of closer-knit region¬ 
al sub-segments, but the point to 
remember is that in their political 
manife.station, they are potent as re¬ 
gional, State, local as well as all-India 
phenomena though in an unequal 
degree, dependent on many factors, 
particularly their numbers and politi¬ 
cal traditions. In this context, the ‘fis¬ 
sion’ and ‘fusion’ of the Hindu and the 
Muslim .segments, especially in the last 
hundred years, is a factor of tremend¬ 
ous significance to the current working 
of federal democratic polity in free 
India. Because, with the possible excep¬ 
tion of the Jatis, and, may be the 
language-groups, no other segment has 
demonstrated a coherence as complete, 
or an identity as zealously protected by 
its votaries, as the communal segments 
in Indian society. 

British Legacy 

The remarkable coherence and ex¬ 
clusive identity of the Hindu and Mus¬ 


lim communal segments are not based 
entirely on the peculiar characteristics 
of communal identities per se or of 
Hindu and Muslim communal identi¬ 
ties in particular. A vitally determining 
factor which conditioned the very 
ethos of current political relationship 
between the Hindus and the Muslims 
as communal segments is the heritage 
of British political history in India. Since 
1857, the inarticulated premise of British 
policy in the governance of India was 
the concept of Hindu-Muslim parity. 
This assumption was reflected conti¬ 
nuously in all the major Parliamentary 
Acts and legislation pertaining to the 
political, constitutional and administra¬ 
tive measures of His Majesty’s Govern¬ 
ment of India. This was particularly 
so since the beginning of the century, 
as exemplified in Lord Curzon’s propo¬ 
sal for the partition of Bengal and the 
Minto-Morley Reforms Act of 1905. 
Tendencies of political separation 
among the two communities that were 
latent and incoherent in the pre-British 
period, were accentuated by the sepa¬ 
ratist framework of political organisa¬ 
tion, articulation and demand input 
created by the British Raj with an un¬ 
mistakable political purpose. The stu¬ 
dious attempts at drawing juridical dis¬ 
tinctions between the two communities, 
based apparently on the desire to res¬ 
pect the diflfering private laws concern¬ 
ing, specifically, inheritance and private 
property; the introduction of the 
.separate electorate (that prompted and 
facilitated the formation of exclusivist 
community-oriented parties and imped¬ 
ed the growth of composite multi-com- 
munal secular parties) on the plea that 
it would protect the interests of the 
different community, particularly the 
minority ones; the conscious differenti¬ 
al treatment given to the two com¬ 
munities in matters of education, pat¬ 
tern of employment, organisation of the 


army units, etc, consolidated legally 
and politically a bifurcation that had 
its basis primarily in religious differ".. ■ 
ces. 

By politicising the communal diffe¬ 
rences the British bequeathed a legacy 
of communal politics that under condi¬ 
tions of free speech and association 
and equal protection of the laws as 
envisaged in the Constitution of Repub¬ 
lican India, found a congenial atmos¬ 
phere to perpetuate itself. All this 
might have remained just a part of the 
bygone past if either the partition of 
India as a precondition to the with¬ 
drawal of British power had not been 
done on communal lines or the pro¬ 
portion and the absolute number of the 
first communal minority (i e, Hindus 
in Pakistan and Muslims in India) had 
been small and socially insignificant to 
preclude the possibility of their play¬ 
ing an effective political role. In India 
while the proportion of the Muslims 
(10-12 per cent) might appear small in 
an abstract statistical discussion, the 
significant point to remember is that 
in terms of their absolute number (50- 
55 million) and in view of the fact that 
in 11 out of the 16 States of the Union 
of India (ofi, Assam 23.2 per cent 
Bengal 20 per cent, Uttar Pradesh 14.6 
per cent, Bihar 12.5 per cent, Mysore 
9.9 per cent, Gujarat 8.5 per cent, 
Andhra Pradesh 8 per cent, Maha¬ 
rashtra 7.7 per cent, Rajasthan 6.5 per 
cent, Madhya Pradesh 4.1 per cent and 
Orissa 1.2 per cent) they constitute the 
largest religious minority and in one 
State, Jammu and Kashmir, a decisive 
majority (68.3 per cent), it is clear 
that they are big enough to play auJ 
indeed have often played a decisive role 
in national politics. Coupled with this 
is the fact of the political traditions 
of the Muslims in the subcontinent, 
which reveal that they had never beer, 
a dormant or an inconspicuous minori- 
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Table 8 ; Muslim Electoral Partici¬ 
pation IN THE City OF Hyderabad 
J 1967 


Total city population 

Total Muslim population (per 
cent) 

Total Assembly seats 

Total number of nominations 
for the 9 seats 

Total number of Muslim nomi¬ 
nated candidates (within 
brackets % of col 4) 


931,082 


Total number of contestants 
for the 9 seats 

Total number of Muslim con¬ 
testants 

(within brackets % of col 6) 

Total number of elected Mus¬ 
lim candidates 

^ (within brackets % of col 7) 


1 Congress 4; Majlis 6; Muslim League 1: 
Swatantra 1; Ind 8. 

2 Congress4; Majlis 6;MuslimLeague 1; 
Swatantra 1; Ind 4. 

3 Congress 1; Majlis 3. 


ty but on the contrary had almost con¬ 
tinuously been an active and for 
centuries also a leading segment of 
India’s cultural and political life.'-' For 
a clearer and complete understanding 
of the Muslim reality in India, all 
these inter-linked aspects will have to 
be kept in sight. 

Conflict of Pebception 

Against this background it is not 
fortuitous that due to the existence of 
these cohesive segments as the viable 
sub-units of national life, backed by 
historical memories and psychological 
responses in politics based on those 
memories, symbols and events, we per¬ 
ceive many points of loyalty which 
normally vie with each other to attract 
the attention and allegiance of an 
Indian citizen. The many layers of 
community and caste loyalties, of sub¬ 
regional and language attachments, and 
other parochial divisions, are not al¬ 
ways reconcilable. Their irreconcilabi¬ 
lity is due to at least three sets of 
factors: firstly, the inherent discord 
between the ‘traditional’ and the 
‘modern' segments; secondly, the con¬ 
flicting scale of political values re¬ 
presented by the various segments; and 
^J^dly, the difference in the political 
socialisation process of the castes and 
the communities. Naturally, this not 
only generates tension between the 
various segments, but also impedes the 
^process of national integration. A prob- 
of basic consideration, therefore, 

■ in India today is how to reconcile its 


socio-cultural diversity with its politi¬ 
cal unity — that is, how to promote 
the growth of a plural society without 
compromising national identity.’* 

A significant factor unravelled by the 
many empirical studies over the years 
is the divergence between what may be 
called the political perception of a 
community’s own role and the percep¬ 
tion of this role by the rival and op¬ 
posing community. This ‘conflict of 
perception’ is based on the irreconci¬ 
lable differentiation between the ‘idea¬ 
lised subj'ective view’ of the commu¬ 
nity concerned and the ‘biased suspici¬ 
ous view’ of the ‘otheri community 
regarding the former’s role in national 
life and politics. In a situation like that 
of contemporary India where particu¬ 
larly the Hindus and the Muslims as 
communities have their respective 
notions, myths, distortions and fears, 
this ‘conflict of perception’ when pro¬ 
jected into the working of a competi¬ 
tive Parliamentary system, acquires 
the form of an in-built negative slant 
in national politics. This is what is 
called communal-orientation. Because 
of its tenacious hold on the minds of 
the bulk of the people, communal- 
orientation has now come to be an 
accepted, even if an abnormal, idiom 
of Indian politics. Ironically the pro¬ 
visions of universal suffrage, freedom 
of association and of speech, equality 
of opportunity and equal protection 
of law, under the overall conditions of 
a Parliamentary democracy result in 
an essentially segmentary society like 
India in communal fragmentation of 
politics. This naturally impinges ad¬ 
versely on the working of the compe¬ 
titive participatory system, whose 
basic assumption is the recognition of 
citizens as citizens and not as mem¬ 
bers of a group — particularly of a 
primordial group or traditional com¬ 
munity. 

Role of Majority Community 

Since communalism survives by a 
process of interaction and mutual 
feeding between the opposing commu¬ 
nities on the political plane, this vici¬ 
ous circle will have to be broken in 
t.ie context of the democratic rule of 
the majority by the majority commu¬ 
nity itself. Firstly, even if all the 
communal minorities are put together, 
they do not account for more than 
16.5 per cent of the population (Mus¬ 
lims 10.7 per cent, Christians 2.4 per 
cent, Sikhs 1.8 per cent, Buddhists 0.7 
per cent, others 0.4 per cent). Out of 
the 83.5 per cent classified as Hindus, 
the Scheduled Castes account for 14.2 
per cent and the Scheduled Tribes 6.8 


per cent; thus Caste Hindus constitute 
62.5 per cent of the population. 
Secondly, even the most determined 
effort by the minorities, jointly or 
severally, will not fundamentally 
change the communal atmosphere, if 
they cannot evoke a positive response 
from the politically dominant section 
of the majority community. Thirdly, in 
a democratic polity, it is primarily the 
‘doings’ of the major segment — so¬ 
cial, cultural, religious, racial, linguis¬ 
tic or political — that determines the 
main trends and sets the pace of deve¬ 
lopment. Finally, in the Indian situa¬ 
tion, where the majority community 
itself is a heterogeneous congrega¬ 
tion, fragmented by casite and sub¬ 
caste, which are further divided by 
regional variations and separated by 
language-dialect, urban-rural and re¬ 
gion-locality distinctions, communal- 
orientation serves the immediate pur¬ 
pose of integrating the majority com¬ 
munity around a religious base. The 
projection of such a communal integra¬ 
tion into national politics, accentuates 
further the communal consciousness of 
the minorities, who due to their smal¬ 
ler proportion in the population com¬ 
plex, feel greatly alarmed by such a 
development. Thus the repercussion of 
Hindu revivalism in recent years and 
its political expression in the form of 
congealed Hindu parties like the Jan 
Sangh and para-military organisations 
like the RSS leads to the aggravation 
of the communal situation, as seen in 
the simultaneous increase and appeal 
of Muslim and Sikh communal parties 
in various parts of the country. When 
this ‘communal-orientation’ manifests 
in its abnormal forms, like communal 
conflicts and riots, which, incidentally, 
in the last few years have sometime 
taken a form of organised persecution 
and calculated genocide, and not mere¬ 
ly of sporadic violence, the malady ac¬ 
quires an alarming proportion.” Mino¬ 
rity-consciousness entailing a feeling of 
separatism is essentially a defenoe- 
mechanism, an in-group feeling based 
on an imaginary or real sense of per¬ 
sonal and political insecurity and fear 
of social domination and loss of cul¬ 
tural identity. Situations like this 
naturally promote ‘particularistic’ inte¬ 
rests, like communal interests, articu- 
lated by ‘exclusivistic’ parties. 

In the transition from socially tradi¬ 
tional and politically segmentary 
polity to a socially modernised and 
politically integrated polity, ‘commu¬ 
nal idiom’ and communal aggregation 
of politics is difficult to avoid. The 
duration of the transition, as the 
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nature of the tensions and conflicts 
(unavoidable as they are during any 
transition), depends on the resiUence 
and capacity of the political system 
itself, and on the manner and style 
in which the system (including its ‘rules 
of the game’) is worked out by the 
politically discrete segments. In India, 
the worst enemies of the participatory 
democratic political system, which the 
country has adopted after Indepen¬ 
dence, are those who are using the 
system against the system itself, that 
is, those who are making the struc¬ 
ture serve functions that will wreck 
the structure. Communalism in poli¬ 
tics, in either naked or congealed forms, 
vitiates the basic assumption of demo- 
cratisation, like universalism, achieve¬ 
ment-criteria, functional differentia¬ 
tion, healthy competitiveness, social 
mobilisation, political participation and 
mobility. It, therefore, negates the pro¬ 
cess of secularisation of the polity and 
impedes integrated nation-building. 
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S^me Aspects of Deposit Mobilisation 

A Comment 

A Bagchi 


IN his article “Some Aspects of Depo¬ 
sit Mobilisation” (September 5, 1970, 
pp 1495-97) V V Bhatt has suggested 
certain lines on which schemes might 
be framed by commercial banks “to 
induce a higher rate of saving gene¬ 
rally and saving in the form of bank 
deposits in particular”. In his view if 
deposit growth is to be stepped up spe¬ 
cial schemes linked with the motives 
underlying the urge to save should be 
fwmed. The urge to save, according 
, stem js-from a desire to own a 
house, c<r "provide for old age, to be¬ 
queath property to children and to pro¬ 
vide for contingencies like illness. 
Hence, he argues, it would tempt peo¬ 
ple to put their money in banks if the 
banks offered to advance a loan of an 
amount equal to one’s deposits accumu¬ 
lated over a specified number of years 
tor, say, house building or daughter’s 
marriage, etc. With similar expectations 
many ol the commercial banks are now 
operating special deposit schemes said 
to be tailored to suit the convenience of 
different segments of depositors. This 
note seeks to examine, in broad terms, 
whether the presumption underlying 
these expectations is warranted in 
theory and by the facts of the Indian 
economy and the extent t(j which sche¬ 
mes such as those advocated by Bhatt 
are likely to help achieve the desired 
aims. An attempt is also made in this 
context to explore areas where depo¬ 
sits could be looked for more fruitfully. 
• 

Major Influences 

In devising an appropriate strategy 
for deposit mobilisation it is essential 
to hiivc a perspective of the major in¬ 
fluences at work. While outlining his 
‘schemes’, Bhatt, however, makes no 
attempt to go into the causes impeding 
a faster growth of deposits. In fact he 
starts from the proposition that deposit 
growth in the year 1969-70 (presum¬ 
ably, the year ended June) was not as 
unsatisfactory as was often made out. 
_ ’as, more or less, at the same rate 
as “the average growth rate since 1964- 
65”. Concern at the failure of deposits 
to grow more rapidly, he feels, was 
justified not because there had 
jpen a decline in the pace as compared 
with the previous year but on the con¬ 
sideration that as a result of a “policy- 


oriented expansion of credit to priority 
sectors”, bank credit had tended to out¬ 
strip deposits. 

There can be no que.stioning the 
banks’ need for more re.sources to meet 
the growing demand for credit from a 
wider spectrum of borrowers, though 
one may have reservations about the 
legitimacy of singling out priority sec¬ 
tors as primarily responsible for the 
err'dit bulge. (During the year ended 
lune 30, 1970, for instance, bank cre¬ 
dit went up by Rs 628.8 crores* of 
which only about Rs 350-370 crores 
had gone to sectors like agriculture, 
small-scale industry, small business, 
etc,“ and the rest to the traditional bor¬ 
rowers despite the fact brought out by 
th<- Di'hejia Committee’ that the bor¬ 
rowings of the latter had often been 
considerably in excess of the genuine 
needs of production and trade.) There 
are other and more valid reasons for 
dissatisfaction with the current pace of 
d''posit growth. 

SrUBBORN CluiU'ENOY RATIO 

During the year ended June 1970, 
deposits of the scheduled commercial 
banks increased by Rs 594 crores of 
which, at least, Rs 79.4 crores came 
irom the nr-w offices numbering about 
1800 opened during the period.* This 
compares with an increase of Rs 678.8 
crores in the jireceding year. Nation¬ 
al isatiun of the 14 major banks in July 
1969, no doubt, imparted a shock to the 
system which it took time to absorb. 
The increase in the year 1970 by Rs 
798.9 croics or at the late ol 16.4 per 
cent as against Rs 6,55.6 crores or 15.5 
per tent in 1969’ has surely been more 
encouraging. But, in judging whether 
this order of increase comes upto expec- 
t.itions. account has to be taken of seve¬ 
ral factors. For, apart from the fact that 
bulk credit expanded in 1970 by Rs 
812.4 crores (ol which no more than Rs 
400-450 crores on account of the ‘pri¬ 
ority sectors’), v.'ith consequential ex¬ 
pansionary effect on deposits, the con¬ 
tribution of the 2,000 and odd new of¬ 
fices in Iresh deposits can be taken 
roughly at Rs 100 crores (Rs 4.8 lakhs 
per office on an average).* Deflating 
the nominal increase to correct for the 
rise in prices (about 8 per cent) would 
also reduce the figure by about another 


Rs 60 crores. All these factors do ope¬ 
rate every year but they appear to have 
gathered more strength in 1970. Yet 
the deposit increase in 1970 exceeded 
that of 1969 by about Rs 143 crores 
only, whereas the increase, which took 
place in 1969 exceeded that of 1968 by 
Rs 195 crores. 

What is more, despite unprecedented 
territorial expansion — the number of 
bank branches in the country multiplied 
by more than 30 per cent after July 
1969 — and an intensive drive to carry 
banking to people’s doorsteps, the ratio 
of currency to total monetary resources, 
showed no sign of any marked decline, 
and in March 1970 stood stubbornly at 
43 per cent as against 44.3 per cent a 
year ago and 45.3 per cent in March 
1988. ^’Though exact figures for the later 
jicriod are not yet available there is 
little indication of any significant fall 
in the currency ratio in the subsequent 
months of 1970. Plainly, banking has 
not yet caught on and deposits have not 
started flowing into the banking system 
adequately for a breakthrough to be 
in sight. A clearer idea of the factors 
hindering faster growth is needed if the 
deposit drive is to acquire a more pur¬ 
poseful direction. 

n 

Sad to say, to date no good econo¬ 
metric study has been made to isolate 
the influences governing deposit 
growth in our country. What is the 
seasonal or cyclical pattern of the varia¬ 
tions in deposits? Do they reveal a dis¬ 
cernible .secular trend after allowing for 
the effects of branch expansion? To 
what extent, if at all, is the rate of de- 
jiosit accretion affected by the magni¬ 
tude of deficit financing or of foreign 
c.vchaiige resources or the level of econ¬ 
omic activity? Wliat is the elasticity of 
deposits to changes in interest rates? 
Barring some occasional papers* no 
systematic study is available to pro¬ 
vide a clue to these questions. We are 
thus left with no alternative but to 
speculate largely on a priori grounds. 

Since bank depixsits form a part, an 
important part, of savings, a rise in 
savings, it may be presumed would push 
up deposits though not necessarily in 
the same proportion. Campaign for 
deposits by banks, it is taken for grant¬ 
ed, serves to foster the saving habit 
among the people by offering various 
facilities to intending depositors and 
educating them about the advantages 
of having a liank account. But the 
question is, can the banks’ soliciting 
deposits make any appreciable diffe- 
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rence to the people’s propensity to 
consume and thus a community’s saving 
ratio? Studies on the consumption 
function do not hold out much hope. 
The dominant influence on consumption, 
it is now more or less accepted, is that 
of the level of disposable income, though 
there is difference of opinion among 
economists as to vshether it is the abso¬ 
lute or the relative or the ‘permanent’ 
income which is th<’ crucial variable and 
what the nature of the relationship bet¬ 
ween income and consumption is, e g, 
whether it is proportional or non-propor¬ 
tional. It is also recognised that other 
factors too esert influence on consump¬ 
tion in varying degrees such as the rate 
of interest, price level and price e.\pecta- 
tions, distribution of income, stock of 
financial assets as also of durable con¬ 
sumer g(X)ds, etc. But the direction in 
which consumph’on/saving moves as a 
result of a given change in the.se factors 
is uncertain. Generally, it may be sup¬ 
posed, a rise in the stock ot assets tends 
to dampen the urge to save and so docs 
a more even distribution of income. 

Rate of Interest 

As for rat(! of interest, the idea which 
has held the ground since the thirties 
is that saving is not responsive to chan¬ 
ges in int<‘rest rate. This view has been 
challenged in a recent study by Colin 
Wright.” Wright’s estimates obtained 
with American data covering long 
periods suggest an elasticity of saving 
with re.spcct to rate of interest of about 
-1-0.2. indicating that a rise from 4 per 
cent to 6 per cent in interest will, through 
the substitution effect, "provoke an in¬ 
crease in savings of 10 per cent or more". 
Implications of these results for small 
changes in the rate of interest, espe¬ 
cially where other stronger pulls arc at 
work, aie unclear. In any event, sub¬ 
stitution effect in the case of small savers 
cannot 1 k‘ of any cognisable significance. 
More important in the short run in deter¬ 
mining tlu> level of consumption are 
levels of prices and expectation about 
prices. F(;ai of shortages and high pri¬ 
ces h‘d to a spurt in consumption in 
US.\ in the early fillies more than what 
could be explained by variations in in¬ 
come. Institutional changes which help 
popularise ‘long-term saving commit¬ 
ments’ (such as those envisaged in the 
deposit scheme linked with provision of 
loans for house building, etc) and ‘qua¬ 
si compulsory forms of saving’ are also 
believed to have affected the spending¬ 
saving pattenis of consumers in many 
countries over recent decades.^” 

But the net effect of all these elements 
IS generally accepted as marginal and 


the dominant influence is unquestion¬ 
ably accepted to be that of real income, 
which, after all, sets the limit to one’s 
capacity to save. It would, however, be 
idle to claim that economic variables sudi 
as income alone can explain inter-temporal 
nr inter-spatial variations in consump¬ 
tion levels adequately. The basic urges 
and outliKik of the people, which in turn 
arc conditioned by education, religion, 
stage of development, contacts with the 
outside world and other imponderables, 
also play a part in determining consump¬ 
tion levels. 

Goming to the Indian situation, one 
can i)crhaps discern some broad trends. 
Rising levels of income coupled with 
growing inequality in distribution, as 
brought out in some recent studies 
would sugge,st the possibility of a rising 
saving ratio, while the rise in prices and 
tears ot further rise would seem to be 
working in the opposite directkin. In 
the absence of reliable estimates for re¬ 
cent periods, judging by the evidence 
one finds allaiound of the almost vulgar 
consumption spree of the upper income 
groups, chances of any remarkable im- 
provciiient in the rate of savings seem 
1 emote. For an idea of how unabashed 
siieli .sprees can be one has only to 
attend one of the ‘parties’ which arc 
held in galore in the metropolitan towns 
of India, especially the Capital. A 
contributory cause of the con.sumption 
spree could be the high rates of per¬ 
sonal taxation inasmuch as steep rates 
of income tax tend to distort the pattern 
of allocation of income between con¬ 
.sumption and saving by tilting the margin 
in favour of consumption which pro¬ 
vides a relatively safe mode of enjoying 
unaccounted income (and consumption 
here would include spending on consu¬ 
mer durables of various kinds and also 
I'xpenditure on luxury housing items). 

^ Paradoxically, higher the rates of tax, 
gi eater is the return on the risk involved 
in successful evasion and, consequently, 
stronger is the urge to consume as much 
of the income as possible. In the case 
of the affluent sections of tire rural 
population, this should not count as a 
factor dampening the propensity to save 
as in the case of the urban rich, since 
taxation of agricultural income is practi¬ 
cally non-existent in our country. Never¬ 
theless, fear of harassment by revenue 
department, even if unjustified, might 
operate to scare them away, if not from 
saving, at least from any form of sav¬ 
ing which can give rise to questioning 
.such as deposits in banks. 

Can the banks do anything to correct 
this? Perhaps little, at least in the short 
run. Habits and mores cannot be 


changed overnight even with the best 
of intentions. Attempts to inculcate the 
saving habit from an early age^ or to 
lure the reluctant saver to the harder 
with promises of ‘loans’ at a future date 
or services linked with deposits will not 
advance matters much unless precepts 
about the virtues of saving given to 
school children and village folks are 
actually practised by the elders and their 
more affluent bretheren in the towns. 
Raising the return on saving either by 
enhancing the interest rates or by con¬ 
centrating taxes on consumption while 
taxing saving lightly might perhaps 
bring more tangible results. But, as 
will be noted presently, there arc serious 
difficulties in enhancing deposit rates to 
levels which could, if at all, evoke any 
perceptible response. As for the idea 
of shifting the tax base tpconsump*’Tjii,‘ 
one authority on public iitence com¬ 
ments ; “In the present state of our 
knowledge, there is little basis for "ad¬ 
vising the aiitliorities regarding the 
extent of the results to be expected 
thiough .such a course’’. *• Reduction 
of income tax rates might prove more 
efficacious not by raising the yield on 
saving so much as by curbing the pro¬ 
pensity to evade tax. Whether that 
would ri'sult in a flow of private in- 
ve.stincnt optimal in volume, content 
and direction is, however, an entirely 
different matter. Besides, a plea for 
reduction in tax rates would smack of 
surrender. Where consumption is 
thought to provide a fairly safe escape 
route for concealed inaime, the real 
remedy lies in plugging that route, 
through a stricter watch over private 
expenditure. 

Tightening the Belt 

The conclusion that emerges, there- 
foi<-, is that it would be futile to oipect 
any variant of the banks’ deposit 
schemes to sti'p up the rate of savings 
of the community' even if the variations 
have the effect of raising the yield on 
saving. For, in the case of the majority 
of those for whom the schemes are 
meant, saving more means tightening the 
belt for which there is little room, 
while those who are better placed are 
not likely to be moved much by the 
banks’ promises or exhortations. If the 
ciirixTit rate of private saving in the 
country is considered poor in relation 
to the needs of growth — and it is aff- 
iiiittedly so even in comparison with 
many under-developed countries — a 
surer course is to prevent those who are 
getting a relatively large slice of the 
national cake from eating it up by tax*-' 
ing them directly or, failing that, taxing 
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those articles of their consumption 
whicljt t’tir standards, cannot rank as 
jiecessariies (assuming, of course, Uiat the 
propensity of public saving is greater). 

m 

The is not to counsel despair but to 
sound a note of caution against undue 
optimism about the ability of banks by 
themselves to muster more deposits by 
raising the community’s saving ratio. 
Deposits can yet grow, even if savings 
do not, through a switch from other 
forms of assets, monetary and non¬ 
monetary. Bank-deposits, or at least a 
good part of them, being essentially 
akin to money, demand for deposits 
may be expected to move in the same 
^ection as that of money. But, as 
”T*aiy student of monetary theory 
knowsT Urtfiluion of ‘money’ itself has 
been the subject matter of controversy 
reflecting varying views about the rela¬ 
tive importance of the basic functions 
of money as a medium of exchange 
and as a store of value.*^ If, a la Fried¬ 
man, we include in money aggregate 
bank deposits, both demand and time 
along with currency, empirical stu¬ 
dies with both US and Indian 
data reveal a secular rise in the de¬ 
mand for money, Friedman’s explana¬ 
tion for the phenomenon being that 
money is a luxury’ good and its demand 
rises with an increase in income. Apart 
from the fact that there are snags in 
Friedman’s hypothesis — it does not 
fit the subsequent data —, this finding, 
although it has a vital bearing on such 
crucial issues of economic theory as 
whether income and employment res¬ 
pond more faithfully to changes in in¬ 
vestment or in the quantity of money 
and is, on the whole, encouraging for 
bankers, is of little help as an operational 
guide. 

More relevant for our immediate pur¬ 
pose is the formulation of monetary 
theory “as a more general theory of 
asset-holding viewing money as one of 
a sequence of assets, on a par with 
bonds, equities, houses, consumer 
durables and the. like,’* instead of rigidly 
separating the demand for money into a 
'transactions demand’ and a ‘liquidity- 
preference demand’. No doubt, bank 
deposits, particularly demand depo.sits, 
along with currency offer an advantage 

:he holder subsumed under the term 
‘liquidity’ but all realisable assets share 
this attribute in varying shades. The 
distribution of private savings among 
different kinds of assets is, therefore, 

ermined primarily by their relative 
yield and the risk of capital loss. De¬ 
posits in banks like currency apparently 


carry less risk which make up for their 
relatively low yield. But again, as 
everyone knows, the risk premium and 
the real yield both are eroded by rise 
in prices. No wonder, bank deiwsits 
do not rank high in the order of asset- 
preference and people go in for invest¬ 
ment in real estate or gold as hedge 
against price rise. Evidently, the situa¬ 
tion cannot improve for banks unless 
either the, yield of deposits is raised or 
that of the competing assets comes down. 
The rise in the yield of deposits, how¬ 
ever, has to be large enough not only 
to ensure parity with the real yield of 
other assets (after allowing for risk) but 
also to neutralise the loss in real value 
of deposits occurring through inflation. 

But, apart from ‘psychological bar¬ 
riers’, there arc some real difiBculties 
in jacking up interest rates to levels as 
high a.s 12 per cent or so although such 
drastic steps apparently paid well in 
Korea and Taiwan. Firstly, there ore 
obvious implications for debt manage- 
nwnt. Secondly, such high rates of 
interest might choke off even desirable 
investments. However, anything which 
has the effect of compensating for the 
low yield on bank deposits such as an 
insurance cover related to the balance 
in bank, prizes for lucky account num¬ 
bers, incn’asing the frequency of interest 
l)a}in‘"nt in a year resulting indirectly 
in a partial compounding of tlie nominal 
late offered, or various kinds of services 
suggested by Bhatt can he of some help, 
provided, again, the money-equivalent 
of the facilities offered is tangible 
enough. But it should be recognised 
that in a regime of rising prices, pegging 
any one of the prices, such as that 
of hank-deposits to unrealistic levels can¬ 
not but affect the supply of the coinnio- 
dit>' txincemed adversely and that offer 
of miscellaneous facilities and benefits to 
account holders of banks, however 
catch)', can be no substitute for a 
straightforward increase in interest 
rah's. 

The other, by no means easy, way 
to narrow the spread between the rates 
fixed for the organised sector and tho.se 
orevailing in the unorganised markets 
IS to bring down the latter. It would 
he wi.shful to t’nink that the task can 
Ih“ achieved merely by widening the 
■scope of the existing restrictions on the 
activities of non-banking institutions to 
include partnership and proprietary 
firms, for, the enforcement of such pro¬ 
visions would pose hopeless administra¬ 
tive difficulties. The problem has to be 
tackled on a different level. To the ex¬ 
tent high rates in the unorganised sector 
reflect the real forces of ‘productivity’ 


and ‘thrift’, they will not be amenable 
to control by monetary authorities. Fiscal 
measures can also be called in to help 
curl) profitability of investment in 
undesirable channels. But productivity 
in the economic sense being determined 
basically by technology and consumers’ 
preference pattern, attempts to tamper 
with it might be questioned on grounds 
of ‘efficiency’ whatever that may mean 
in an economy with such sharply dis¬ 
parate income distribution as ours. 

There is, however, no reason to sup¬ 
pose that the high profit levels are 
adequately accounted for by productivity 
of capital in real terms. Imperfec¬ 
tions of the commodity market 
accentuated by those of the money 
market, no less than physical shortages 
have, on all account, a good deal to do 
with the fantastic returns enjoyed by 
investors, particularly in trading. The 
remedy apparently lies, on the one hand, 
in state intervention in the commodity 
markets on a wider front and on the 
other in “multiplying credit agencies and 
in enhancing the credit-worthiness of the 
borrowers” of the smaller categories, 
“through a broad and positive pro¬ 
gramme of production and marketing” 
as advocated by Chandavarkar.” Lend¬ 
ing thus can really act as an instrument 
for gathering deposits not .so much by 
casting any moral or contractual obliga¬ 
tion on the borrowers to deposit their 
mite regulaily with their lending agency 
as by a contraction in the rates in the 
unorganised market which it helps bring 
about. Hence, in order to attract deposits 
hanks would do well to liberalise and 
publicise their credit schemes more than 
their dtqiosit schemes. 

IV 

Accretion to deposits can, however, 
occur at the expense of assets, financial 
and non-financial, not only of a less 
1i<)nid form but also of the more liquid 
one, viz, currency. The idea of an 
irreducible minimum demand for cash is 
now disfavoured, since even the transac¬ 
tions demand is not totally unresponsive 
to changes in the rate of interest as 
households and firms can demonstrably 
gain by economising on cash at high 
rates of interest,’® while the availability 
of .short-maturity bonds has raised 
scepticism about the existence of the 
‘liquidity trap’. It is even possible to 
think of a cashless society. In India, 
however, on various considerations, not 
all rational, people do prefer to hold a 
large amount of cash, for purposes of 
transactions and also simply as an asset. 
In the US, the ratio of currency to 
money, declined secularly till 1930 but 
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the trend reversed in the subsequent 
years especially during the war. Cagan's 
study in this field'' suggests that while 
the prc-1930 decline might be attiibut- 
ed to the steady growth of real income 
and urban centres, the not rate of re¬ 
turn on bank deposits played an import¬ 
ant part in the rise in the currency ratio 
during the latter part of the thirties, 
while the wartime rise is ascribed by 
Cagan, mainly to tax-evasion. Similarly, 
it may be expected that, in India too, 
growth of urban and ,scmi-nrban centres 
and the- extension ol the branch net¬ 
work of banks to rr-niote areas of llie 
country woultl lead to a progressive 
decline in the use of cash as a means 
of payment as also as a store of value. 
But the transactions demand, which is 
mainly icsponsibic for what, in banking 
parlance, is called the ‘cash drain’, 
W'ould still remain strong unless cheques 
are accepted widely as the principal 
mode of payment. This would require, 
apart from .speedy clearance, severe 
jH’nalty for bouncing as in a criminal 
offence. 

Eipially important is it to ensure that 
the rate of return on bank deposits is 
atti active enough to outweigh the cost 
of operating a bank account and the 
cost here would embrace the expense as 
well as the time and inconvenience 
involved in travelling to a bank office 
and w'aiting at the counter. In the nir.il 
areas, distance and poor communications 
arc serious limiting factors on the scope 
of deposit mobilisation by banks. Well 
planned branch expansion should how¬ 
ever help the banks to fill the gaps. 
Tax-evasion, too, it is widely believed, 
is a iiotent cause for large holding of 
cash in our country and the position in 
this respect is hardly likely to improve 
in the near future. All the same, a good 
amount of cash is lying about with 
people with whom tax evasion is not 
a consideration, which can be brought 
within the banking fold through sustain¬ 
ed efforts and good quality of service. 

To sum up, expectations that banks 
can accelerate the growth of savings 
of the comiuunity and tlius of their own 
deposits significantly by dangling pro¬ 
mises of loans at a future date or by 
offering assorted faeilitii's do not seem 
to be well founded. Saving, in the 
short run, is a function of factors over 
which banks have little influence. 
Though the search for what the depo.si- 
tors would prefer and the framing of 
deposit schemes to suit all categories 
of customers are not to be discouraged, 
these attempts can bear fruit only over 
a fairly long period. Chances of a spurt 
in deposits through large-scale switch in 
asset-preference from more remunera¬ 
tive forms to deposit in banks also do 
not seem to be bright, since return on 


deposits tends to lag far b^ind what 
other alternative investments offer even 
after allowing for the risk element, 
particularly in an inflationary situation 
where the real value of cash and bank 
balances suffers progressive decline. Nor 
can an indiscriminate or whole.sale diver- 
.sion of savings to banks be considered 
desirable as an end in itself unless 
private investment in any form is frown¬ 
ed upon. Surely, it is nobody’s case that 
bank deposits should take precedence 
over investment in agriculture in the 
asset-portfolio of farmers. Funds deploy¬ 
ed in investments ranking low in plan 
priorities or which are considered posi¬ 
tively harmful such as speculation 
invrmtory building are also not likely 
to move into banks unless the high 
yield of such activities is curbed effec¬ 
tively which again is not easy in our 
present socio-economic milieu. 

The only area where deposits can he 
looked for m the circumstances is the 
cash-holding of households and firms 
which continues to be inordinately high. 
But in persuading people to exchange 
cash for deposits in banks, the pre¬ 
requisite is a general acceptance of 
cheques as an instrument for payment. 
To bring this about, what is required 
is to create a sense of confidence among 
the people that cheques are always 
honoured or are encashable promptly 
and painlessly. Extension of branch 
netw'ork to all parts of the country is 
from this angle, a step in the proper 
direction. But what would count mori' 
than anything else in this task is the 
(jualitx' of day-to-day customer service 
provided by the banks and not the 
novelty of the schemes. Propensity to 
evade tax is a serious limiting factor. 
But determined and sustained efforts by 
tax-authorities should lead to a progres¬ 
sive weakening of this force. In any 
event, there is no reason why this should 
impede the growth of deposits in rural 
areas. Flow of cash held for transac¬ 
tion purposes or lying idle otherwise 
into the banks would not necessarily 
mean any addition to the community’s 
■saving and in fact may serve to 
strengthen the inflationary pressures. 
But the greater mobility which this will 
impart to voluntary savings would, on 
balance, be a net gain for the economy. 
[Views expressed here are purely 
personal. The author wishes to thank 
Ashok V Desai for helpful sugges¬ 
tions.] 
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or the betrayed? 


A shadow darkens the future 
of over COTo of India's children— 
yet not many people even know 
its name: protein malnutrition. 

What it means 

Protein is the element in 
food that builds both bod.v and 
mind. If children between C 
months and 5 years do not get 
enough protein they become 
physically stunted. Worse, 
theii- mental development may 
be affected. And protein 
later on cannot repair this 
damage. It lasts a lifetime. 

What it forebodes 

•Keonomic ills—Adults 
below par, prone to illness, 
moan low productivity, 
wasted manhours. 

•Population problems— 
Malnutrition is the major 
single cause of infant deaths. 
High infant mortality 
encourages larger families. 
♦Social injustice—When 
over two-thirds of the younger 


generation could be handicapped 
by malnutrition, how can we 
talk of equal opportunity for all ? 


Help. 


Malnutrition is a hidden famine 
... and so more dangerous. We 
must fight it on all fronts. 

DEVELOPMENT PLANNEES 
must recognise that nut rition is 
an Important pre-requisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
—low-cost nutritious foods 
are urgently needed. 

GOVERNMENT. BOTH 
CENTRAL AND LOCAL, must, 
•initiate developmental research 
•rationalise distribut ion 
of scarce protein foods 
•encourage the food industry 
with rational laws and 
licensing policies 
•organise mass-scale 
relief programmes 
•extend fortification of 
basic foods 
•use mass 
communication 
for nutrition 
education 


Inserted in the public interest by the Protein Foods Association of India 
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Pure Socialists? 

LAST year in May, the Sri Lanka Freedom Party (SLFP) along with its 
allies, the Communist Party and the Trotskyist Lanka Sama Samaj Party 
(LSSP), was voted back to power in Ceylon with a grand majority on the 
basis of its socialist slogans which promised succour for the vast majority 
of the economically downtrodden. But soon after coming to power die reali¬ 
ties of the economic situation, particularly the stranglehold the international 
trade structure has on Ceylon’s export-oriented economy, softened the slo¬ 
gans of the SLFP-led Government and made it call lor a period of austerity. 
Also, lor the first time since independence there were no ready-made issues 
to divert the attention of the populace away from their basic economic 
needs. 

It had also probably become clear to many university students that the 
top leadership ol the UNP, the SLFP, the Federal Party, as well as tho 
Communist Party and tho LSSP, had all along remained in the hands of a 
few well-to-do, urban, English-speaking families, who had expressed tho 
needs of the people and partly satisfied tliesc needs. The instruments of 
power had never passed into the hands of the politically awakened masses. 

It is the disenchantment with the leadership of the UNP, the SLFP and all 
the other parliamentary parties, particularly among university and high 
school students, which originally led to the formation of the Janata Vimukti 
Peramuna (jVP) or People’s Liberation Front imder the guise of a student 
study group which is first said to have met in 1964, to discuss ways of bring¬ 
ing about “pure socialism”. Its young leaders in interviews in Ceylonese 
newspapers in which they took part before going underground, insisted that 
they were a purely indigenous movement and were not foreign instigated. 
The origins of the movement in Ceylon’s universities make this claim credible, 
but whether they have been aided with arms, other supplies and military 
training by .some communist country or countries remains an open question. 
The existence of the JVP has been public knowledge for at least the last 
two or three years, but it seems to have been treated in a casual manner 
and regarded, initially, as nothing more than a group of revolutionary talk- 
eis who were unlikely to develop into any real threat to the established 
Government. 

Additionall>, the SLFP led Government, so enthused about its socialist 
charisma, did not forcsi-e a threat from a group to its Left. On the cont¬ 
rary, Ceylon’s governments, particularly the SLFP ones, have always been 
wary of coups by tlie defence forces and quite justifiably, as there have been 
coup attenijits by the military. More significantly, the Cc'ylon police has had 
little or no experience or need to maintain a ‘special branch’ type of political 
surveillance over likely conspirators (outside the armed forces). 

In any case, a combination of factors has led to a well-organised and 
widesiiread outbreak of armeil attacks. Tlic Government now claims that the 
aim of the JVP was to kidnap or murder the Prime Minister and seize power 
in Colombo. This claim, however, may be a ruse to rally all the parliamentary 
forces even more firmly to its side. Tlie magnitude and intensity of the JVP’s 
actions, however, confirm that the armed insurrection was carefully planned. 
What is more transparent is that the Government was caught quite unawares. 
A month ago the movement was said to number no more than about three or four 
thousand. Estimates have now jumped to anywhere between 30,000 and 80,000. 
The Government has also sought military aid from India, Pakistan, Britain, the 
USA and the USSR. So far India, Pakistan and Britain have responded with 
alacrity. Both Indian and Pakistani helicopters are operating in Ceylon on 
supply and relic* missions, clearly showing that a movement such as that 
launched by the JVP can have no sympathy from the powers that be in New 
Delhi or Islamabad. Of course, Pakistan also wishes to retain the goodwill 
of the Ceylon Government so that it can use Ceylon’s transit facilities to 
carry' men and supplies to suppress Bangla Desh. 

The decision to expel North Korean diplomats from Colombo, could bo 
just a ploy to show that the JVP is a foreign-inspired movement without local 
foundations. On the other hand, since Colombo has close economic ties 
with China, particularly concerning rice supplies, it probably could not afford 
to alienate Peking, even if the latter had a hand in the movement, although 
Peking is unlikely to have dabbled in this sort of enterprise as it has con¬ 
sistently shewn that it prizes its national interest in terms of maintaining 
friendly relations with a friendly, strategically placed power, even if it means 
not helping a nascent people’s liberation movement. Or perhaps Peking is 
playing a double role and being helpful to both the SLFP and the JVP? 


Food Policy 

Capitulation without 
Showdown 

THOSE who had expected the greatly 
strengtljened political authority of the 
Centre to be reflected in its stance on 
the rabi foodgrains procurement prices 
issue had surely misjudged the bases 
of that greater authority. It was un¬ 
likely that the Central Government 
would so early jilt those very State 
party-bosses and landed interests that 
had helped it to consolidate its posi¬ 
tion. So, rather than go through the 
ritual lip-service to the Agricultural 
Prices Commission’s recommendations at 
the Chief Ministers’ Conference (due 
to be held as we go to press) and put 
up a public show of difference with 
the .States, the Union Cabinet has an¬ 
nounced that its consensus is to main¬ 
tain wheat procurement prices. The 
States had already conveyed their stand 
— through conferences of agriculturists 
as in Tamil Nadu, through Union 
Minister of State Shinde as when he 
went for ‘exchange of views’ with 
Andhra Pradesh, or through public 
statements as by the UP Chief Minis¬ 
ter, Kamlapati Tripathi. 

The dual purpose of the AFC’s re¬ 
commendation was to mitigate the 
burden on tl ■ poorer sections of the 
community and to help maintain the 
price-line. The APC has used these 
twin arguments before. This time 
there weie special considerations. True, 
1970-7rs production has been estimat- 
t'd to be as high as 106 million ton¬ 
nes—for which reason PL 480 im¬ 
ports are scheduled to be lower by 
about a million tonnes in 1971. Even 
so, 40 per cent of the offtake from the 
public distribution network is of im¬ 
ported grains, which are cheaper and 
help depress issue prices. Nevertbeless, 
as late as in March, the Minister for 
Food and Agriculture reiterated the 
intention to stop imports after 1971. 
So, in taking the decision to maintain 
procurement prices the Government 
will have to decide either (a) to conti¬ 
nue imports so as to maintain issue 
prices of the distribution network or 
(h) to bear a higher subsidy of Rs 35 
crorrs (although in its Budget it has 
provided for Rs 10 crores) for food- 
grains issued tlirough the public dis¬ 
tribution system. It could, of course 
do neither and pass on the burden in¬ 
stead to the consumers through highei 
issue prices; and in that case it would 
he going against its pre-election pro¬ 
mises to the poor. 

Whatever way it may transfer the 
burden, in not stipulating lower pro¬ 


curement prices the Government is 
side-stepping the longer-term issues of 
tapping the surpluses within the agri¬ 
cultural sector for developmental pur¬ 
poses. The facts must not be glossed 
ovci that in the past five years even 
while foodgrains production and pro¬ 
ductivity have risen steeply, so also 
have prices; that the plea for higher 
pi ices to protect the poor peasant is 
untenable since much of the market¬ 
able surplus comes from well-to-do 
farmers whose profit margins are size¬ 
able and who also bear no Income- 
tax; that the technological break¬ 
through of the high-yielding varieties 
has come to rest on a plateau and only 
extension efforts of an entirely differ¬ 
ent sort — not ‘incentive prices’ — can 
make productivity rise further. 

The conclusion is inescapable that, 
in maintaining wheat procurement 
prices after an unusually excellent 
wheat crop (21-22 tonnes despite pooi 
rams, against last year’s 20 million 
tonnes, thanks to the green revolu¬ 
tion) the Union Government is not try¬ 
ing to make procurement easy, hut 
rather, is offering a support price to 
the already wealthy Punjab/Haryana/ 
western UP farmers. Whether the sup¬ 
port price is propped up by subsidy, 
or by foreign exchange expenditure on 
imports, or simply by the private bud¬ 
gets of poorer people who mainly buy 
from the ration shops, it is a way of 
sacrificing growth alternatives in other 
sectors as well as social ju.stice to suit 
the large farmers’ lobby. 

East Bengal 

Heading Off the Guerilla 


THE expected announcement of a new 
provisional government of Bangla 
Desh (to replace the still-bom one 
formed last month under Zia Khan) 
came last week. While India probably 
played an important role in the forma¬ 
tion of the government by making 
possible the necessary contacts and 
consultation among the leaders of the 
Awami League, it has side-stepped the 
issue of recognising it with the argu¬ 
ment that recognition by India at this 
stage would be counter-productive 
since it would appear to lend substance 
to Pakistan's allegations of Indian in¬ 
terference in the civil war in East 
Bengal. ’The provisional government 
has thus to begin elsewhere in its 
search for international diplomatic 
underpinning. One course open to it 
is to try for recognition by one of the 
more important non-aligned countries 
while seeking informal support from 
the Big Powers, the Soviet Union 


/ 

particularly. 

However, those who may be, for 
diverse reasons, sympathetic to the 
freedom movement in East Ben^ wil’ 
be influenced in their attitu<4t.< to'the 
provisional government by t’ie fortunes 
of the civil war which, even going by 
reports from Indian sources, have de¬ 
finitely turned unfavourable. The 
Pakistani army appears to be in sight 
of its immediate objective of establish¬ 
ing control over the more important 
cities and towns and securing its sup¬ 
ply and communication lines. It ap¬ 
pears to have been able to do this 
without having to drop its guard 
against India by moving more troops 
from the west. Particularly unfortu¬ 
nate from the point of view of the 
freedom fighters is the fall of 
Chuadanga, the proclaimed seat '-Z the 
provisional goverrunent, within diays 
of the formation of the govemmeut. 

Apart from this, not wholly unfx- 
pected, turn in the military situafon, 
the other handicap of the provisional 
government would appear to be that it 
represents only the Awami League. In 
its composition it reflects the situation 
as it was after the elections to the 
National Assembly, but not the signi¬ 
ficant changes that have taken place 
since the outbreak of the civil war. 
The Awami League’s expectation that 
the local leadership of the struggle 
would devolve on its representatives 
elected to the National Assembly ap¬ 
pears to have been falsified in many 
places. A number of Awami League 
memlx'rs of the National Assembly 
were arrested or perhaps even killed 
by the army in its first swoop; many 
others have faded into the background 
or crossed over to India. Instead in 
the areas where there has been active 
contact between the army and the 
freedom fighters new local leaders are 
emerging. This development may not 
call into question the provisional gov¬ 
ernment’s authority immediately since 
there is very little central directioD 
of the conduct of the war just now. 
But should the war drag on, the posi¬ 
tion of the provisional Awami League 
government is likely to become un¬ 
tenable. 

Being completely unprepared for it, 
the Awami League cannot but view 
the prospect of a long drawn-out war, 
which could see the progressive erosion 
of the political and moral authority 
derived from its sweeping election 
victory, with apprehension. This atti¬ 
tude is evidently shared by the Gov¬ 
ernment of India which has its own 
worries about the possibilities of the 
leadership of a protracted armed.strug¬ 
gle in East Bengal falling into the 
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1 handr of 'undesirable* elements and 
of the likely impact of such s struggle 
on this side d the Border. Yahya 
Khan'& regime in West Pakistan, un- 
It] iV foolhardy enough to hope 
thatw'can militarily crush the politi¬ 
cal aspirations of the people of East 
Bengal, is also likely to be on the 
lookout soon for ways of avoiding get¬ 
ting bogged down in a guerilla war. 

There are thus strong pressures 
working for putting an end to the 
fighting and starting some sort of 
negotiations—pressures which were 

voiced by Soviet President Podgorny’s 
call to the Pakistan Government to 
stop the bloodshed. Once he can 
assure himself that the military situa¬ 
tion in East Bengal is sufficiently 
stabilised so as not to expose the army 
th ere to attrition by the freedom 
fiantOT and once he can convince his 
commanders that there is no 
Mtemative course of action available, 
Yi^ya Khan might decide to fall in 
with these pressures. This he could do 
with a reiteration of his offer, made 
in his reply to Podgorny, to start 
talks with "rational, representative ele¬ 
ments” in East Bengal. 

ADB 


Activist Role 


THE Annual Report of the Asian De¬ 
velopment Bank for 1970 shows up 
that, while th<j Bank has taken some 
<iuick strides during the last three 
years, it needs to pause and review the 
the orientation of its operations if its 
basic purpose of developing the Asian 
countries is to be fulfilled. 

In 1970, the Bank’s operations in- 
eieased to $ 245.6 million from $ 98.1 
million in 1969; of these, operations 
from .special funds accounted for $ 33.7 
milliu^ in 1970, against $ 22.0 million 
ill 1969. Of the year’s loans, 26 per 
cent went to transportation, 23 per 
cent to public utilities, 19 per cent to 
industry, 17 per cent to development 
banks, and 14 per cent to agriculture. 
Disbursements out of sanctions made 
have yet to pick up, however, total 
outstandings being $ 126 million against 
approval of $ 384.9 million. 

Thus far, ADB’s operations amount 
to $ 384.9 million ($ 329.2 million from 
ordinary funds, and $ 55.7 million from 
special funds) distributed among 15 
countries — in addition to the techni¬ 
cal assistance of $ 6.3 million. The 
technical assistance which the Bank has 
been providing has a real value for the 
recipient countries far in excess of its 
comparatively small money value. The 
Banl^^- also undertaking regional stu¬ 


dies. 

The Asian Development Bank is fast 
approaching the World Bank in the na¬ 
ture of its operab'ons. This may not 
be so conducive to ADB’s original ob¬ 
jectives of specifically catering to the 
growth needs of the Asian region. For 
instance, it now charges a rate of inte¬ 
rest of 7.5 per cent. Secondly, though 
its operations are spread over 15 coun¬ 
tries, they are concentrated in the two 
US-allied countries of South Korea 
($ 76.3 million) and Taiwan ($ 55.89 
million) though these two countries al¬ 
ready have a relatively high per capita 
income and are recipients of large pri¬ 
vate foreign capital; Laos, on the other 
hand, is the smallest beneficiary ($ 0.97 
million). Thirdly, the main activities to 
which ADB’s resources have gone are 
infrasbucturc creation and development 
banks, yet the Bank has not been or¬ 
ganised to judge the impact of these 
activities on overall development and 
limits itself to gauging specific benefits 
o( particular projects. 

In its Annual Report, however, the 
Bank does show broader understanding 
of the development process. Its analy¬ 
sis loeiises sharply on factors which 
h.we inhibited economic growth in the 
region: particnlaily the neglect of ag¬ 
riculture and the inadequate use of in¬ 
vestments already made. The relevant 
data need to be presented on per ca¬ 
pita basis to indicate the real lag in 
various items .among the developing 
coimtries themselves and as between 
developing and the developed coun¬ 
tries. ’Tlu' Report also highlights the 
stagnation in aid flows to the region 
during the last five years; official aid, 
after rising from $ 2.96 billion in 1965 
to $ 3.41 billion in 1967, fell back to 
$ 3.29 billion in 1969. 

This then is the context in which 
the Bank has to operate, and, to play 
its role adequately, it would need to use 
rather greater perspicacity than it has 
clone till now. The Bank will have to 
strike out into new areas which, follow¬ 
ing ill the footsteps of the World Bank, 
it has so far, neglected to enter. It 
may be that, if the Bank is to relate its 
operations not to the specific benefits 
of a project but to the total impact of 
a project on the growth (or growth po¬ 
tential) of the area, family planning or 
marketing assistance might have to 
be given priority over financing of in¬ 
frastructure projects or development 
banks. For the .same reason, the Bank 
may have to emphasise projects of re¬ 
gional co-operation rather than finance 
projects in individual member-coun¬ 
tries; the few regional activities listed 
in the Report do not adequately meet 
this need and the Bank might have to 


work much more closely with ECAFE 
to reach this objective (its participa¬ 
tion in the ECAFE-sponsored indus¬ 
trial surveys for the region may be a 
beginning in this). It also follows that 
the Bank will have to take the initia¬ 
tive in formulating projects and not be 
satisfied with being a mere financier of 
projects that are presented by mem¬ 
ber-countries; in other words, it should 
become a development agency for the 
region rather than tread the easy path 
of financing projects initiated by mem¬ 
ber countries. 

Such an activist role would necessi¬ 
tate some innovation in the financing 
terms of the Bank — in place of the 
two-price window now operated by the 
Bank. First, the interest rates charged 
will have to be in a more continuous 
range, varying not only with the pro¬ 
ject but also with the per capita in¬ 
come and the external position of the 
borrowing country. Secondly, it might 
be appropriate to charge the advanced 
countries in which orders are placed 
from Bank loans an annual service 
charge of, say, 3 per cent of the value 
of the orders placed for the period of 
the loan. (At present, some developed 
countries obtain orders against the 
Bank’s financing operations — orders 
which not only enable the firms in 
these countries to make profits but also 
to maintain employment levels for the 
countries.) Such a charge, paid by the 
government of the order-receiving coun¬ 
try to the Bank, could be used to sub¬ 
sidise the rates charged by the Bank 
to its borrowers. 

Government and Industry 

Time for Reassurances 


NOW that the elections are over and 
a clear political verdict has been ob¬ 
tained, both industry and government 
are withdrawing from the more ex¬ 
treme stances that they had taken at 
a time when the political prospect had 
appeared less certain. The annual 
meeting of the Federation of Indian 
Chambers of Conunerce and Industry 
111 Delhi last weekend provided a con 
venient opportunity for extending re¬ 
assurances all round. 

The theme of the speech of the out¬ 
going Chairman oi FICCI, D C Ko- 
thari, was growth with stability. With 
Pakistan no longer the showpiece of 
development economics, Kothari ac¬ 
knowledged the virtues of democracy 
as a stabilising force. He referred to 
increasing unemployment and urban 
blight as potential elements of instabi¬ 
lity. Kothari dwelt at length on the 
achievements of the past and referred 
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to the recent stagnation in industry. As 
regards exports, Kothari referred to the 
efforts of FICCI in the form of send¬ 
ing out delegations to promote the ex¬ 
port effort. 

Yet, Kothari could not resist the 
temptation to voice some well known 
Federation dogmas. He urged that 
public enterprises should cam surplus¬ 
es and contribute to imblic revenues —• 
though members of the Federation ar(; 
the first to complain of any lise in steel 
prices or railway fi eight rates. Second¬ 
ly, recognising the pot<;ntial for play¬ 
ing off one State government against 
another, Kothari suggested that licen¬ 
sing powers should be decentralised to 
the States. 

Th<- Prime Minister, with her new¬ 
found confidence, rejected this last de¬ 
mand — addressing herself, in effect, 
as much to Chief Minister Karunanidhi 
of Tamil Nadu. Development of indus¬ 
try and allocation of foreign exchange 
"must necessarily be fitted into an 
overall schr-me of national priorities”. 
How could this be achieved if indus¬ 
trial and import licensing powers were 
decentralised, she asked. In the context 


BUSINESS 


Ottuketkal twites: 

THE corpse of the marwari .syndicate 
which maile an earnest bid to enter the 
prestigious steel industry by taking 
over Indian Iron died early this week 
with thi- jiurchase of 30 lakh shares, or 
11 ]ier cent of Indi.tn Iron’s equity, at 
or slightly above par, by LIC and UTl. 
The block was purchased from a mem- 
Ikt oI the syndicate, leportedly the 
Birlas. The deal was struck tlirough a 
broker of the Hombiy Stock Exchange 
with the approval of LIC’s investment 
committee, which debated the issue for 
almost a wc»‘k, and of course New 
Di-lhi, With this aequi.sition, the com¬ 
bined holding of EIC and UTI in 
Indian lion’s equity is estimated to 
have risi'ii to ovit 33 per cent. 

Did LIC and UTI make a killing by 
bin ing the shares around par? It 
would appe.ar that they did, it account 
is taken of the fact tliat the break-up 
value of the shares — Indi.in Iron has 
hugi' rcsi'ives — is well above their 
t ace-value. On the other hand, it might 
appear that the syndicate has been let 
off lightly. The bargain could have 
ln'cn perhaps improved had LIC and 
V'TI held out longer. 


of rising unemployment and prices, she 
asked industrialists to maximise growth, 
and offered to streamline procedures 
to ensure this. Controls, she however 
insisted, were necessary for orderly 
growth, adding that if private enter¬ 
prise held hack investment, the public 
sector would not hesitate to step in. 
But what .about the public sector’s own 
record in respect of either fresh invest¬ 
ment in the la.st few years or efficient 
management of investment already 
made ? 

The exchanges at the FICCI session 
were devoid of the rancour or sensiti¬ 
vities which enveloped the last Asso¬ 
ciated Chamber session. As the Prime 
Minister said (and as the experience 
during the period 1958-62 showed), 
controls need not necessarily hamper 
grosvth, provided the other precondi¬ 
tions of invc.stment exist in the econo¬ 
my. It is these preconditions of growth 
that have been lacking in the last five 
ye.»rs — particularly, stimulation of 
demand through government invest¬ 
ment. Only the budget will show bow 
serious the government is about reviv¬ 
ing the economy. 


Yet, considering the mauling that the 
syndicate has received — it had to 
nurse about Bs 12 crores worth of 
shares, or 42 per cent of Indian Iron’s 
equity, purchased at well above par 
value foi over four years — it would 
have been pointless to carry on a war 
of attrition. The i.ssue ol the domi¬ 
nant ow'iier of Indian Iron had to be 
.settled, and this bus been now done in 
iavoiir of the public sector — if only 
bi'cause there was no alternative. In 
the process, the public sector institu¬ 
tions have, through this imrchase, 
raised the market price of the share 
which is now' unofficially quoted at Rs 
12. This means that future acquisitions 
by LIC and UTI — sizeable holdings 
are still on offer — will have to be 
timed properly to ensure that the bar¬ 
gaining initiative is not lost. 

The marwari syndicate has taken its 
losses (easily over Rs 1 crore) with cle¬ 
ver equanimity. But consider the loss 
of fair for the Birlas, W'ho were 
Goenka’s principal backers and who 
had at one time manoeuvred powerful 
US interests to support their steel pro¬ 
ject! Of course, .all this has been ef¬ 
fectively side-tracked by playing up 


the fact diat the injection of Rs 3 
craes and odd into the market os a 
result of the Indian Iron deal wrould 
boost share prices. Share y,prices 
will be undoubtedly buo^ jjft, .^.itdt 
because of the funds rel^asfed by 
Indian Iron, but because of the return 
of application money, estimated at Rs 
20 crores, from the heavily oversub¬ 
scribed Garware Nylon issue. 

The mortal blow to the syndicate was 
administered by the Reserve Bank last 
year when it decided to not only freeze 
the votes attached to Indian Iron shares 
pledged with commercial banks but 
cast riiem against the syndicate nomi¬ 
nee. Coenka. ’The take-over bid W'as 
thus foiled and scotched. The freeze 
covered about 9 per cent of the pro¬ 
xies that would have been otherwise 
available to Coenka at the annual ge¬ 
neral meeting of the company (fi'x 
“The Cuckoo Sings Not”, October. 10, 
1970, p 1674). Since then apparent]^ 
a larger proportion of the shares ha/e 
lost voting rights to banks. This has 
happened not because of additional 
borrowings by the syndicate against 
Indian Iron shares, but as a result of 
the completion of transfer deeds which 
were pending at the time of last year’s 
general meeting — reflecting the fact 
that banks, not bankers, have been na¬ 
tionalised. 

Also, borrowers against the.se shares 
have been under pressure to repay their 
borroivings under a iihased repayment 
programme. Such repayment schedules 
are not an innovation, but used to 
be prescribed by the Reserve Bank 
long before banks were nationalised. 
Only, the Reserve Bank took care in 
those days not to insist upon these sche¬ 
dules from the banks! To what extent 
the repayment schedules are being 
adhered to now with respect to vari¬ 
ous borrowings is not known. But the 
Reserve Bank has of late .sharpened its 
policies to deter the use of bank credit 
for the acquisition of fixed assets. 

What all this adds up to is that spe¬ 
culators, like generals, mu.st not only 
have sound battle plans but should 
also be lucky. The syndicate’s battle 
plans were sound, but Coenka clearly 
ran out of luck after scoring some ini- 
tial victories. He did try hard to extri¬ 
cate himself. He threatened to take 
funds from a powerful Jan Sangh prin¬ 
cely family to get out of difficulties if 
the authorities did not oblige him. The 
direat, issued just before the mid-term 
poll, implied that the Coenka group of 
newspapers would unleash a barrage of 
propaganda in favour of Jan Sangh and 
Congress(0), especially in the south. 
Today, the threat appears silly. But 
before the polls, when a landshd*) ^ 
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favour of Ckjngress(0) was being iwe- 
dicte^in Tamfl Nadu, It did aound 
oifinft'l^i^^Soenka has since canied out 
his tlie^and sold a part of his news¬ 
paper interest to the princely family. 

What started the take-over bid was 
the realisation, about five years ago, 
that the fragmented shareholdings of 
Indian Iron — the much-praised phe¬ 
nomenon of People’s Capitalism — 
made the company a sitting target 
once the managing agency system was 
abolished. After all, Biren Mookerjee 
was in the saddle at Indian lion not by 
virtue of his control over 15 per cent 
or so of the company’s equity but on 
the strength of the managing agency 
agreement. 'The objective before the 
syjj/ijcate was clear, even as the milieu 
\'bs favourable to it. 

' Despite the Mundhra scandal of the 
lefties, even as late as 1969 a speculator 
ct^uld tap successive amounts of bank 
credit to purchase shares by pledging 
with the banks the very acquisitions 
financed by bank credit. The decade- 
old ban on bank finance of badla trans¬ 
actions was hardly a deterrent because 
of the considerable amount of funds 
available from the non-banking sector. 
Such finance was available in the shape 
of company deposits, borrowings from 
a temple trust, and short-term loans. 
All these were marshalled to acquire 
shares — not necessarily in Goenka’s 
name, who was interested only in the 
voting rights attached to the shares. 
The holders who nursed the acquisi¬ 
tions on bi'half of Goenka (or the Bir- 
las, it one likes) were paid badla char¬ 
ges at over 12 per cent per annum. 
The effort extending over four years 
gave Goenka control over 42 per cent 
of Indian Iron equity. 

The syndicate’s activities did not go 
unmiticed by the stock exchange autho¬ 
rities who were concerned over Go¬ 
enka’s over-bought position. On tlieir 
ovra. they resorted to the ineffective de^ 
terrent of margins, and looked up to 
New Delhi — the stock exchanges 
submit returns on share transactions to 
the Finance Ministry — for direction. 
The then presiding deity at the Fin¬ 
ance Ministry, Morarji Desai — who is 
famous for his dictum that bear spe¬ 
culation is bad and bull speculation is 
good — by his silence gave a broad 
enqugh hint to the stock exchange au¬ 
thorities to keep their hands off the 
syndicate. 

Tnie, Morarji did ban forward trad¬ 
ing in shares, allegedly at the instance 
of J R D Tata, whose Tala Steel tno 
was under threat from the marwari 
synditate. But, it is just possible that 


this is an over-simplified explanation of 
the ban. It Ls equally probable that the 
intention was to help out the sjmdicate 
which had over-bought. A ban would 
make it impossible for the sellers, who 
had sold forward, to press delivery in 
the short run. It might even have 
given the syndicate the upper hand in 
demanding delivery and, in the event 
of default, compensation. But these 
calculations went wrong. 

In a bid to thwart the take-over the 
Mookerjee group decided to skip di¬ 
vidend, allegedly in the face of advice 
to the contrary from Morarji, but re¬ 
turned to tlie dividend list to redeem 
loss of popularity with shareholders. A 
policy of minimum dividend was pur- 
suetl, justifiably, on the ground that 
Indian Iron’s profits had been squeezed 
by the rece.ssion, labour unrest and ris¬ 
ing costs. What this policy achieved, 
it is difficult to assess. The syndicate 
saw to it that shaie sales stemming from 
the dividend squeeze were absorbed, 
thus preventing a decline in Indian 
Iron prices. This support was neces¬ 
sary because a decline in share prices 
would have involved payment of mar¬ 
gin money to the banks. (Incidentally, 
this is one reason why speculative 

shares — about half a dozen in each 
of the three niajoi stock exchanges — 
record a secular price, rise. An infor¬ 
mal syndicate is in operation at all 
centres to ensure that profit-taking does 
not snowball into a selling avalanche.) 

In sum. till July 1969, when the four¬ 
teen major hanks were nationalised 
following the dismissal of Morarji from 
the Finance Ministry, the milieu was 
extremely favourable to the syndicate. 
Mookerjec’s own efforts to save himself 
were so ineffective that he tfireatened 
to blow up Indian Iron ralher than 
hand over the coniiiany to maiwaris. 
In retrosi>ect, it is clear Goenka was 
just unlucky that Morarji was dismissed, 
that banks weie nationalised and that 
an expert on big business tactics of 
acquisition and control was appointed 
to the Reserve Bank. 

In a wider context, two points need 
to be noted. First, that LIC, UTI and 
certain government-owned insurance 
companie.s have become major share¬ 
holders in not only Indian Iron and 
Tata Steel but a number of other com¬ 
panies. As in the case of Indian Iron, 
the companies are now managed by 
minority groups which gained control 
initially in tfie days of the managing 
agency system. How sacrosanct is the 
control of these groups? Should the do¬ 
minant owners, the public sector insti¬ 
tutions, seek to transfer power and res¬ 


ponsibility from the minority groups to 
a professional cadre of managers? It 
may be premature to raise the question 
of management by professionals, given 
the poor quality of managers in both 
the private and public sectors. But 
steps to correct this situation cannot be 
left to be taken by the dominant in¬ 
vestors whose interest in the companies 
in which they have invested goes lit¬ 
tle beyond ensuring a reasonable (or, 
often, unreasonable) return. 

Second, in the changed milieu the 
Reserve Bank is directing banks not 
merely to freeze the votes attached to 
shares pledged with them but to acquire 
the votes anil exercise them. The 
question is, what are the criteria which 
ought to guide the authorities in ex¬ 
ercising voles one way or the other? 
Clearly, ad hoc decisions should be re¬ 
placed by a public announcement of 
the considerations that guide the pub¬ 
lic sector’s voting behaviour. That 
.alone can protect the public sector in¬ 
stitutions against horse-trading and the 
likely criticism of doling out political 
patronage. 

In other words, the issues of con¬ 
trol and management should be cover¬ 
ed by an opi-n policy framework. ’The 
task cannot be left to institutional in- 
vesters like LIC or UTI, or to the 
banks nr, for that matter, to the Re¬ 
serve Bank. 

Credit Policy 

Back to Easy Money 


THE Reserve Bank ended its credit 
sipieezc last weekend — without fan- 
lare. A brief pres.s note announced that 
It had, after a ‘review’ of credit trends 
during the current busy sea.son, decid¬ 
ed to liberalise refinancing of incre¬ 
mental food procurement advances by 
banks over the October-end level. 
From April 9 till June 30 refinance at 
the Bank rale would cover 75 per cent 
of such incremental advances ; the pro¬ 
portion would be lowered to 60 per 
wmt in July and 50 per cent thereafter. 
The timing of the liberalisation makes 
it clear that the Reserve Bank has re¬ 
versed the credit policy initiated by it 
in January with the Bank rate hike. 

The latest banking data show that 
banks have sharply reduced their bor¬ 
rowings from the Reserve Bank in re¬ 
cent weeks. These borrowings swelled 
during the first four and a half months 
of the current busy season by Rs 333 
crores to touch a record level of 
Rs 443 crores on March 19. ’Thereafter, 
in just three weeks the banks repaid 
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Rs 173 crores or over one-half of their 
borrowings in the busy season till then, 
reducing their outstanding borrowings 
from the Reserve Bank to Rs 270 
crores by April 9. This was made ikis- 
sible largely by the return of ftMid pro¬ 
curement advances. In this the pro¬ 
curement agencies were aided by 
budgetary allocations — and, presum¬ 
ably, also by Stale governments whose 
ways and means borrowings from the 
Reserve Bank surged by Rs 200 crores 
to Rs 415 rrores iluring the fortnight 
ended April 9 ! 

Eyebrows may be raised over the 
Reserve Bank’s transactions with the 
banks on th<‘ one hand and those with 
the .State governments on the other. 
But what is intriguing and relevant 
here is why banks used the return flow 
of iirocurement advances to repay bor¬ 
rowings from the Reserve Bank instead 
oi using the.se funds to aid large in¬ 
dustry which has been bitterly com¬ 
plaining of shortage of bank finance — 
complaints that .some bankers have 
readily echoed ? Industry's unsatisfied 
credit demand now appears to have 
been a figment of industrialists’ and 
bankers’ imagination 1 

At their peak, food procurement 
advances increaseil by an estimated R.s 
110 crores over the level at the end of 
October 1970. Thti outstanding level 
of these advances at the peak was per¬ 
haps double that figure. Banks covered 
the hulk of these advaiitvs with their 
own resources, and tapped refinance to 
the tune of Rs 55 crores — that is, 50 
per cent of the incremental advances. 
The essence oi the .so-called credit 
squeeze was this pre-emption of banks’ 
resources for fiKid procurement. 

Against the Rs 55 crores of food pro¬ 
curement refinance actually tapped 
during the current busy season banks 
have now repaid the Reserve Bank Rs 
173 crores. Resources of this order 
came partly from deposits — which 
increased during the fortnight ended 
April 2 by Rs 57 crores (demand de¬ 
posits -i- Rs 71 crores and time depo¬ 
sits —Rs 14 crores) — and largely 
Irom return oi lood procurement ad¬ 
vances. Clearly, exciiss resources of 
the order of Rs 118 crores were used 
to repay pi-nal rate bonowings from 
the Reserve Bank. Of the outstand¬ 
ing borrowings oi Hs 443 crores at 
their in-ak. about 70 per cent was co¬ 
vered by concessional lefinancc, and 
the balanc«‘, amounting to about Rs 
140 croies, came under the penal rates 
scheme. This estimate takes into ac¬ 
count the Rs 25 crores of extra -efin- 
anee at the Bank rate tliat RBI recent¬ 


ly provided to cover export credit. 

The decision to liberally refinance 
food procurement advances, ostensibly 
to take care of a likely .surge in these 
advances by Rs 100 to Rs 150 crores 
Irom May to July, was taken just when 
banks had already managed to buffer 
themselves against the penal rates sche¬ 
me. Procurement advances no longer 
impinge on their resources. In the 
coming weeks, a return-flow of advan¬ 
ces, however small, would enable the 
banks to wipe off their entire penal 
rate borrowings. Outstanding borrow¬ 
ings would then be entirely in the na¬ 
ture of refinance, of advances to the 
priority sector — all at the Bank rate or 
less. More important, deposits are cur¬ 
rently showing an uptrend, reflecting 
the impact of heavy deficit financing 
by the Government. In sum, a situation 
of easy liquidity — if not excess liqui¬ 
dity — in the banking system is emerg¬ 
ing. Instead of mopping up this li¬ 
quidity, the Reserve Bank is now bent 
upon adding to it by rai.sing the pro¬ 
portion of procurement refinance. 

It has been noted in these columns 
that there has been sustained retention 
of bank credit by borrowers since 
1968. The slack seasons of 1969 and 
1970 saw a ‘contra-seasonal’ expansion 
in bank credit. Instead of seeking to 
counter this trend, the Reserve Bank 
is now actively promoting it. All that 
now remains to be done is to reduce 
the Bank rate to restore the status quo 
ante. 

Textile Machinery 

Whose Market, at Whose Cost? 

WHY is the textile machinery industry 
experiencing a recession when there is a 
flourishing domestic demand? Since 
1965, when the value of output was Rs 
28.38 crores, there has been a more or 
less progressive fall in the industry’s 
production; in 1968, iiroduction was 
worth Rs 17.43 crores though in 1969 
it managed to rise to Rs 24.21 crores. 
Moreover, this decline in the overall 
value of output does not give a full 
idea of the decline in the number of 
machines manufactured since the unit 
puce ol machines has been rising every 
year. A ring frame, which cost Rs 
45,000 in 1955, is quoted today at 
around Rs one lakh, blow-rooms which 
cost Rs 2/3 lakhs in 195.5 cost Rs 5 
lakhs today, and an autolooni pric-ed at 
Bs 18,000 today was priced Rs 5.000/ 
6,000 15 years ago. 

Domestic demand for the industry's 
products is weak — evidently because 


the productive efficiency of indigenous 
machines has been in a numf^r of X 
cases much lower than that 
ed ones. Also, according tq^ the tex¬ 
tile industry, indigenously produced 
machines involve more manual opera¬ 
tions and they lack several other fea¬ 
tures of the imported machines which 
help, by introducing the latest techno¬ 
logy in the textile industry, to substan¬ 
tially reduce costs of production. 

It is this ‘outdatedness' that is held 
responsible for the resort to liberal im¬ 
ports of textile machinery which today 
are worth approximately Rs 30 crores. 
’The result is vast underutilisation of 
installed capacity in the textile ma¬ 
chinery industry. ’This failure of the 
indigenous industry has, moreover- ,^to 
be judged against the fact of tEe edt- 
ton textile industry’s modernisation <pr(V / 
gramme of about Rs 250 crores und^ 
the Fourth Five-Year Plan. f 

’There is another angle from which 
the textile machinery industry’s condi¬ 
tion has to be judged. The industry 
has secured collaboration with reputed 
textile machinery manufacturers of the 
vyorld. For instance, Lak.shmi Machine 
Works is in collaboration with Rieter 
Machine Works of Switzerland, Tex- 
maco with Hover of Japan, NMM with 
Platts of UK, MMC with Howard and 
Bullough of UK, Mather Greaves with 
Mather and Platt of UK, and Maneck- 
lal with Benninger Engineering of 
Switzerland. If access to modem tech¬ 
nology is one of the justifications for 
collaborating with foreign firms, why 
are the textile machines produced in 
India wanting in tlie respects they are, 
‘forcing’ the country to rely heavily on 
imports? Besides, since many of the 
textile magnates are themiiclvcs closely 
associated with the textile machinery 
industry one might have expected ^.hl«n 
to sec to it that machines of the sort 
that their modernisation programmes 
require would be produced by the in¬ 
dustry. Instead, they have preferred to 
put pressure on Government for libe¬ 
ral imports of textile machinery. 

We thus have the paradox of an in¬ 
digenous textile machinery industry 
zealous for exports even while it fails 
to satisfy the domestic market. Exports 
of textile machinery in 1969-70 shot up 
to Rs 5.9 crores from Rs 1.8 crores in 
1968-69. In the name of exports, <he 
textile machinery industry even quotes 
a long delivery period and charges a 
high price to the local textile industry. 

Is it possible that it wants to capture 
foreign markets while indigenous con¬ 
sumers form the market of the foreign 
machinery manufacturers? '" 
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MINING 


Ore Needs Perspective Planning 

D C Kale 


THE export of iron ore is a major 
factor in India's foreign trade. Iron 
ore mining and export, however, have 
not developed as systematically as one 
could wish. The industry has had to 
meet the twin demands of exports and 
the local steel plants. The Federation 
of Indian Mineral Industries (FIMI) 
has recently published a study which 
makes the point that there is enough 
iron ore in the country to last for 
centuries and suggests that, therefore, 
inf^h:we efforts should be made to ex¬ 
port the maximum possible quantity of 
''.re in the next few years. The study 
farther recommends the export of 
pallets, pig iron and crude steel, until 
India i.s- in a position to exiwrt semi¬ 
finished and finished goods. 

Before proceeding to the problems 
of iron ore production, it is useful to 
examine the future of the world iron 
.and .steel industry itself. There is a 
minor recession in the industry at the 
moment and steel production did not 
maintain its rate of increase in 1970. 
The estimated production of finished 
steel in 1970 is as follows (in nm 
tonnes; 1969 figures in brackets): US 
120 (126), USSR 116 (110), Europe 
108 (105), Japan 85 (80), world total 
596 (570). During the current year, 
world output is expected to reach 623 
million tonnes. The Chairmen of 
Armco and US Steel have respectively 
predicted that demand in 1975 would 
be 720 mn tonnes and in 1980, 1,000 
mn tonnes. Consumption of steel varies 
from 1,200 Ib/capita in advanced 
countries to as little as 60 Ib/capita 
in parts of Asia and Africa. This, as 
the President of the Iron and Steel 
Iirstitute said last year, provides much 
cause for optimism, and he foresees **a 
steel explosion comparable to the so- 
called population explosion". To reach 
the predicted figure for 1980, additional 
capacities required are estimated at 
(in mn tonnes) iron ore 550, coal 165 
to 185, oU 45 to 55, and electrical 
power 40 mm kW. In short, there is 
enough for everybody to do. 

Scale of Investment 

Major iron ore exporters today are 
Australia, Canada, Sweden, Brazil, 
India and Liberia. The performance of 
aJI these countries has been impressive 
in the past few years, but the list of 


mining schemes and contracts in hand 
is even more impressive. It is, how¬ 
ever, necessary to examine these 
schemes in relation to the capital in¬ 
vestment which is envisaged so that 
one does not get carried away by 
dreams of huge export contracts for 
the asking. 

Australia: The latest large iron ore 
project in western Australia is the 
Kobe River scheme, which has had 
many setbacks, including one of its 
major participants going into liquida¬ 
tion last month. The company has 
secured contracts for the export of 86.7 
mn tonnes of sintered fines in 13 years, 
plus 71.8 mn tonnes of pellets in 20 
years. Output level will be 20 to 25 
mn tonnes per year. In terms of money, 
the value of orders is £ 580 mn, while 
the project cost on present estimates 
is £ 600 mn. 

Hamersley Iron is the wonder child 
of western Australia, indeed the whole 
mining industry. Signing its first sup¬ 
ply contracts in 1965, it produces 18 
million tonnes/year ore at present. 
Work has now lieen taken up to reach 
a level of 37.5 mn tonnes annually. 
The company holds supply contracts 
for 276 mn tonnes of iron ore or 
pellets, together worth about 5 2,200 
mn upto 1987. Its first mine and ser¬ 
vices cost $ 258 mn and the expan¬ 
sion programme calls for a further $ 
340 mn. According to the Australian 
Financial Bevietc, design studies are in 
progress to reach yearly production 
rates of 90 mn tonnes. 

Canada: Iron Ore Company of 
Canada has in hand the expansion of 
its two mines at Sept lies and Carol 
Lake. The former has despatched 190 
mn tonnes of material since 1954 and 
it now wants to expand its pellet capa¬ 
city to 6 mn tonnes per year. Carol 
Lake is to be expanded to 23 mn ton¬ 
nes concentrates per year. Taken to¬ 
gether, the company estimates an ex¬ 
penditure of S 270 mn; the finance is 
to be raised mainly against annual ex¬ 
port orders from US and Japan of 16 
mn tonnes pellets and 12 mn tonnes 
concentrates. 

The Quebec Cartier mine has an¬ 
nounced plans to expand its nuning 
and sinter-producing capacity at Mt 
Wright from 16 to 25 mn tonnes per 
year, at a cost of S 300 mn. 


South Africa: Two companies. 
South African Iron and Steel and Con¬ 
solidated African Mines, have been 
trying to secure Japanese orders. Even 
after the state railways offered a re¬ 
duction of S 1 per ton on ore for 
export, the delivered cost in Japan 
worked out to S 13 per ton, against 
$ 12 normally paid. Iscor's offer was 
for about 132 mn tonnes ore in all 
upto 1990, and its estimate of capital 
cost about S 380 mn. The two com¬ 
panies appeared to be engaged in a 
price war, and the Financial Mail urg¬ 
ed government to step in and encour¬ 
age a joint export programme. 

Allied Facilities 

The examples given above should 
suffice to bring home the scale of 
operations and investment in interna¬ 
tional iron ore trade today. Allied faci¬ 
lities are also being increasingly built 
up by iron ore producers. Pelletising 
plants are definitely ‘in’. Brazil, for 
example, is comparable to India in 
many ways, with almost the same quan¬ 
tity of known reserves (30,000 mn 
tonnes). The main exporter, Ckimpanhia 
Vale do Rio Doce, has the capacity to 
deliver 20 mn tonnes of ore annually, 
and holds firm contracts for about 108 
mn tonnes in 15 years. It has, how¬ 
ever, already built a 3-mn-tonne 
pelletising plant and has scheduled 
another 2-mn-t()nne plant for 1973. 
Argentina’s target is 3.5 mn tonnes ore 
plus 2 mn tonnes pellets by 1973. 

Railways to carry the ore from mine 
to port could be another very major 
burden. Hamersley, as mentioned 
above, recently announced its plans 
for increasing the capacity of its 180- 
mile railway and loading system from 
20 to 37.5 mn tonnes annually. Each 
train load i.s 22,000 tonnes; the port 
will take 150,000 dwt carriers and 
there will be centralised traffic con¬ 
trol. Hamersley further plans to build 
a plant at the port to produce Himet, 
a metallised agglomerate with iron 
content of 92 to 93 per cent. Taken 
together, the railway port expansion 
and mine expansion will cost S 442 
mn, while the Himet plant will need 
another S 102 mn. 

It has estimated that for develop¬ 
ing the iron ore reserves of western 
Australia, for every doUar spent on 
mine and pelletising plants, S 2.50 had 
to be spent on services and infrastruc¬ 
ture. Regional grids for power, water 
supply and transport are only now being 
considered. In spite of the success of 
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these ventures, there have been ques¬ 
tions as to whether all this money 
could not have been better used by 
the country. Suggestions nave been 
made by economists in the Australian 
Financial Review that resources should 
be reallocated from high-cost to low- 
cost producers, while maintaining pro¬ 
duction constant. Western Australia 
itself is now veering round to the view 
that more and more iron ore must be 
processed within the country, whe¬ 
ther for internal use or export of pro¬ 
ducts. Processing could mean any 
stage beyond that of crude ore, such as 
pellets, sinter, pre-reduced or enrich¬ 
ed pellets, sponge-iron, pig iron, crude 
steel or finished steel. It is argued 
that ore-exporting countries (each ex¬ 
porting over 10 mn tonnes in 1969) 
contribute over 20 per cent of the 
world's iron ore but less than 3 per 
cent of its steel. This situation will 
certainly tend to get corrected and 
more steel plants in ore-exporting 
countries are bound to be built. 

Vital Decisions 

India's Fourth Plan expects that pro¬ 
duction of iron ore will increase from 
28 to 51 mn tonnes in 1974, and ex¬ 
ports from 13 to 31 mn tonnes. The 
NMDC's projects should produce 14 
mn tonnes/year and fresh outlay by 
the NMDC is placed at Rs 88.34 cro- 
res. And yet, even with the large in¬ 
vestments envisaged in iron ore pro¬ 
duction and in ancillary facilities like 
railway transport and ports, India is 
going to lag far behind in the inter¬ 
national market, particularly for pel¬ 
lets. Export of ore on a crash basis 
is not, therefore, as obvious an answer 
to our export problem as it seems. It 
appears necessary to take decisions on 
(i) allocation of resources between iron 
ore for expoits and its local proces¬ 
sing; (ii) the division of exports into 
long-term deals for stability and one- 
shot deals for higher profits; and (iii) 
the production of pellets fiom fines 
and low-grade ore. 

Finally, long-term investment deci¬ 
sions in the whole field of iron and 
steel should be taken within a year or 
so, before long-term export orders are 
grabbed by competitors. Investment in 
steel forms a major part of Plan ex¬ 
penditure and, if a logical 20-year pat¬ 
tern could be set for it, it might sim¬ 
plify the rest of the planning pTOce.<>s. 
The FIMI itself, as well government 
and other connected institutions, could 
sponsor and help such a study. 

An allied problem which should be 
studied at the same time is that of 
foreign participation. Austrab'an opera¬ 
tors point out that even granting that 


their money could have been perhaps 
better utfiised, it would have never 
been mobilised in the first place but 
for their projects; most of it is in the 
form of foreign credits against orders 
or efiuity. This is indeed the new 
pattern of mining finance all over the 
world, and countries trying to go it 
alone will find the going very difficult. 
The Iron and Steel Institute itself has 


LETTER TO EDITOR 


I WOULD like to express my thanks 
to you for the self-correction of the 
error regarding ICICI insisting upon 
both a hank guarantee and a charge 
on capital assets for loans provided by 
it. However, there are other is.sues lais- 
ed in your notes ("Limited Spheres”?, 
March 27, pp 691-2, and "Cost of 
Guarantees”, April 10, p 766) which 
deserve elucidation. 

First of all, I would like to mention 
that there has been no case, during the 
past 16 years of ICICI's existence when 
a project, found viable by ICICI and 
assisted by it, has not been financed on 
the ground that the security provided 
was not acceptable. In fact, the basis 
of our decision has always been the 
viability of a project; security is a 
matter which is worked out with the 
clients in the light of the nature and 
circumstances of the case. 

As you are aware, it was only in 
1969 that we entered the field of small 
industry financing. It was in order to 
gain experience that we entered the 
field in a selective way, relying upon 
the sponsorship of local organisations 
like State finance corporations and banks 
for our opiTations. It was for this rea¬ 
son that we generally provided that in 
such cases we would look to the SFC 
or hank guarantee for security of out 
loan. We felt that local organisations, 
being close, to the entrepreneur and 
conversant with his operations from 
day to day, would be a suitable source 
for sponsorship and for taking the re¬ 
quired risk. However, this was the 
view taken at first and, even in the 
past, where for some reason sucti gua¬ 
rantee was not available, we have 
worked out alternative arrangements, 
like a mortgage or hypothecation of 
assets to cover our loans. When we 
have approved of a project our policy 
has always lieen flexible in working 
out an arrangement regarding the se¬ 
curity to make our financing effective. 

You have raised a question regarding 


said that "even If 100 per cent^f all V 
cash flow from all the world’s steel \ 
producers combined—^and all depreda¬ 
tion and all retained profit—^were put 
beck into new fscOities di^ii«' 
next decade, there would st^ vbffa 
deficit of needed funds", r Clearly, 
therefore, finance cannot be taken for 
granted while planning the future of 
the iron ore industry. 


the way the guarantee commission is 
charged. It would be for the commer¬ 
cial banks to answer the points r^sed 
by you in this respect. I woultf'oii^ 
like to mention that so far as ICKJI ht , 
concerned, we charge a guarante^'' 
on a diminishing balance method ac¬ 
cording to our exposure to risk, and the 
commission is collected, like interest, 
on a half yearly basis. 

In your earlier note (March 27) you 
have mentioned our backward area 
scheme. I would like to state that this 
scheme was approved only in the latter 
half of 1970 on a uniform basis by all 
the finance institutions. Ckivemment’s 
own policy on backward areas has been 
enundated only recently and would, 
like all other schemes, take some lime 
to evolve. If there were large backlogs 
of projects approved or waiting to rush 
into backward areas, there would be 
DO need for offering the kind of incen¬ 
tives which a finance institutioD offers. 
Consequenfly, your point regarding the 
number of projects seems to be beside 
die point. I suggest that you should 
allow time for the new policy to enter 
the focus of entrepreneurs before re¬ 
sults can be expected. , 

In any event, 1 would like to make 
it dear that concessions offered hy 
finance institutions are not a substitute 
for intensive woric by the State govern¬ 
ments and institutions sponsored and 
set up by them to promote industry in 
backward areas. The need for SICOM- 
type institutions, dierefore, would still 
remain; even when an industry is in¬ 
duced to go to backward areas, it 
would still need various facilities and 
concessions to compensate it for the 
lade of external economies in such 
areas. The finance institutions* conces¬ 
sions mast be seen as part of the pack¬ 
age intended to achieve this objective. 

G L Mehta 

laa 

Bondray 

April 15 
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Bangla Desh 

Rotnesh Thapar 


EVENTS in Bangid Desh continue to 
absorb .nati(^l interest. It is now clear 
that a considerable section of tlie lead¬ 
ership of the Awami League was able 
to escape the murderous assault of the 
Pakistani military and is active in the 
countryside orgahislng resistance and 
regrouping the armed elements into u 
liberation force. The original purpose 
of the Yahya clique — speedily to ter¬ 
rorise and subdue the revolt in Bangla 
Cj><sh — has failed. 

' This is not to suggest that irom now 
,’on "it will be ea.sy going for the resist- 
Ance movement. The arrival of the 
rains will certainly make it difficult lor 
the Pakistani army to achieve any ef¬ 
fective degree of mobility. Great and 
••ven crippling damage can be inflicted 
on this army during the rainy season. 
Rawalpindi (Lslainabad) wilt .soon leu- 
Ksc that its operations cannot he sus¬ 
tained for any length of time without 
massive assistance from some quarter. 

CoixiNiAi. Unuehtakinc 

A great deal of errnfusion exists 
almilt the nature of the operation 
which the Pakistan army is conduct¬ 
ing in Bangla Dexh. It is treated os 
some kind of international law and or- 
(h-r problem. It is anything but that. 
The operations of the Pakistan army are 
at the end of a 2.500-milc supply line, 
a kind of overseas colonial undertaking 
which a mhior developing jxrwer can¬ 
not possibK- carry out. Indeed, the 
mere undertaking of such an operation 
can* spell bankruptcy. 

This realisation is obviously spread¬ 
ing in West Pakistan ruling circles. 


Hence the stepped-up attack on India 
as the , interventioiuiiy furor. For the 
gullible, this may carry conviction. 
The tnxnendous emotion sparked by 
the killings in Bangla Desh (something 
which was not part of the experience 
of this subcontinent, even in the days 
of colonial rule !). the open border in 
the East, the entry into northern and 
western Bangla Desh of Indian cocros- 
pondents, does give the impression of 
collusion. But tliis is nonsense for any¬ 
one who desires to get at the facts. 

The Government of India is active, 
diplomatically, to halt the killings and 
to somehow get pressures mounted on 
Rawalpindi to face the reality of Bang- 
la Desh. This is not easy, because the 
many nations are still assessing their 
interest in the developing situari.in. 
Even at the United Nations, there is a 
dragging of feet. U Thant is silent. So 
are the Arabs. And the Africans. The 
decision of the Soviet Union to move 
openly against the military junta in 
Rawalpindi may yet break this silence. 
This is the critical need of the hour, 
even as the people of Bangla Desh pre¬ 
pare for a long resistance. 

The importance of this diplomatic 
offensive has also been underplayed. If 
legal quibbles ’ are used to justify si- 
lenci!, and Bangla Desh is compelled to 
face a.ssault after assault nourished by 
aid received by the military junta in Ra¬ 
walpindi, anger in the subcontinent will 
he difficult to contain. Once again, wc 
have been remimled that the partition 
divided communities and families and 
that events on either side cannot be in¬ 
sulated. The fear always remains that 


iiiK^njtrolled escalations can create 
.situations .-of- immense complexity in 
this region. International opinion will 
have to be stirred even though there 
Is an all-pervasive lack of faith in it. 
India's diplomatic . <#ensive coai|)t«- 
honds theiic. facets and is being con- 0 
ducted with a sense of urgency. 

Shac.k)w, Pehsifecuve-Less 

Of course, there are a lot of people 
trying to make political capital -out of 
the non-recognition of the government 
of Bangla Desh. Some are even want¬ 
ing declarations of armed support I 
Indira Gandhi continues in command 
of the situation, fully sensitive to the 
issues involved, confident that the mas¬ 
ses of the people are behind her, cons¬ 
cious of the activities of the lobbyists, 
and prepared to he judged when the 
full story i.s told of these historic 
events. But, one cannot help feeling 
that so much of the Indian elite com¬ 
prises rather naive, shallow, and pon- 
pective-less elements .... 

It looks very much as if we are on 
the eve of developments which will 
announce the formal institution of a 
government of free Bangla Desh. Recog¬ 
nition will then be on the agenda of 
many nations. And recognition will set 
in motion a whole scries of new- deve¬ 
lopments with wide repercussions. The 
situation in South Asia is undergoing 
profound transformations, the dimen¬ 
sions of which have yet to be asses¬ 
sed fully. India, by virtue of her geo¬ 
graphical position, holds the centre of 
the stage. An<l how fortunate that it is 
an India refreshed and revived By 
the te,st of a democratic election. 

Tailpiece: Overheard the other day: 

' God help us! FICCI has gone socigl- 
i,st, too !’ 

April 12 



813 











MARKETS 


The Mood Changes 

Nishtar 


THE stock market presented an altogo- 
tfeer different look last week. There 
was no trace of the uneasiness which 
had been in evidence for .some time, 
reflecting tax fears and deep concern 
over the possible conserpiences of a pro¬ 
longed civil war in East Pakistan. The 
market was again a picture of confi- 
denci', and it took a big leap forward 
which carried it fairly close to the 
highest level reached earlier this year. 
Several factors Loutributed in varying 
measure to the marked change in sen¬ 
timent. 

Since the market had Ireen drifting 
low'cr for quite some time, technical 
coasidcrations favoured retswery. Turn¬ 
ing its attention away from the coming 
Central budget, for which there are still 
some six weeks to go, the market res¬ 
ponded to ko(m 1 corporate news which 
was quite plentiful last week. The re¬ 
vival of investment iniiuiry, in the wake 
of return of funds from the heavily 
oversub.scribed is'iie of CJarware Nylon, 
lielpi-d rei-ov«'r>, gruxl scrips were not 
easy to conic by. Measures taken b> 
the Heserve Bank to cas*? the pressure 
on credit, speciall>' larger refinanc'e for 
food procuiemciit, also provided a p.sy- 
chological lioost. 

Tile stock market dreiv .some comfort 
also from thi; deliberations at the annual 
■sssssioii of the Federation of Indian 
Chamber.s ol Commerce and Industry. 
The very conciliatory .sentiments ex¬ 
pressed by Indira Gandhi and fully re¬ 
ciprocated by the leaders of business 
and industr>' held out hope of a mure 
meaningful co-operation between Gov- 
ernniCTit and the private sector which 
('aniiot hut have a favourable impact on 
the climate for investment and the pace 
of industrial growth. Indita Gandhi has 
a.ssured captains of industrv that Gov- 
emiiM’iit would lx- always willing to 
listen to their views on etsmoinic and 
industrial policies, and she promised 
sx-mpathy and support to indu.str>’ if it 
placed accent on growth. 

This has encouraged the stock mar¬ 
ket to take the view that the pressure 
of economic realities will keep the 
Prime Minister and her Government on 
lh«- path of pragmatirni — because, in 
the new political equation, the logic of 
('(s)iiomic realities will equal the logic 
of iKiwer. It is now being argued' that, 
in raising additional resources, the Fin¬ 


ance Minister will lake adequate care 
not to advcrscK affect the incentive to 
save and to invest. One only hopes that 
the stock market’s optimism is not mis¬ 
placed. 

Yet another factor which has had a 
profound impact on market sentiment 
near the weekend is the reported pur¬ 
chase oi almut 30 lakh shares of Indian 
!:on by the Life Insurance Corporation 
and the Unit Tnist. The acquisition of 
such a large block of shares from a pro¬ 
minent hull operator is a great relief to 
the market; a big load is off the mar¬ 
ket. The story of how a big operator 
came to acquire a huge block of Indian 
lion shares over the years, and the 
subsequent developments leading to the 
delisting ol these shares by the Bom- 
l)a> Stock E.xchangc authorities, is tixi 
well known to need mention heie. 


Foreign Cotton 

FOREIGN cotton has started to arrive 
III inerr'asing (luaiitities. Nearly bx’o lakh 
haU's arc reported to have arrived since 
ulxiiit the heginiiiiig of this month, and 
iiHich more is on the way. Considering 
the acute shortage of cotton, mills 
ought to have been very eager to ac- 
(|uire this cotton, esiiecially since it is 
cheajx-r than indigenous cUtton. But 
thex' are not. It is not that they do not 
need this cotton hut that they are short 
of fund-; credit is scarce and costly. 
Many mills are reported to have asked 
their importers to carry the cotton foi 
fh' Ill. But importers have the same pro¬ 
blem; they too have no easy access to 
funds. The rc.sult is that stocks have 
been piling up in the d(x;ks. And some 
111 the mills who normally do not con¬ 
sume foreign cotton have resorted to 
clandestine sales to other mills — at a 
profit, of coiuse. Foreign cotton is al¬ 
located on spindle basis, and mills 
which do not intend to consume the 
cotton allotted to them are required to 
.suneiider tlicir quota.s. Official sales ore 
not permitted by present policy. 

Reports from New Delhi indicate that 
the Ministry of Foreign Trade has de¬ 
clined to clear the Bill xvhich the Ma¬ 
harashtra Govemment intended to 
move in the Assembly to introduce mo¬ 
nopoly purchase of cotton in the State. 
It is not that the Centre is having se¬ 
cond thoughts on the desirability oi 


the proposed take-over of ti^ inteniai 
trade in cotton. It is merely against mo¬ 
nopoly purchase of cotton by the State, 
liecausc it feels that it would be a du¬ 
plication of operations xvhich could be 
und rtaken by the Cotton Corporation 
of India. This suggests that the Centre 
is even more ambitiotis than the State 
(Government in its take-over plans. 

There have been no important deve¬ 
lopments in the indigenous cotton mar- 
k t this week. Prices have been mov¬ 
ing up and down xvithoiit any decisive 
trend. The general tone has been bare¬ 
ly steady, reflecting financial stringency 
and the mills' anxiety about Goyem- 
nicnt’s textile policy. Currenfr^pfl^s 
are aixmt Rs 600 to Rs 900 below the 
highest levels recorded in the last xx'Cflf 
of January. 

The details of the textile policy to 
be worked out by a special committee 
headed by C S Raniachandran, addi¬ 
tional secretaiy to the Ministry of For¬ 
eign Trade, are awaited xx'ith anxiety. 
The Foreign Trade Minister has made 
it ahundaiitiy clear that there is to he 
no increase in cxmtrolled prices in the 
near future and that mills have to pro¬ 
duct- a certain minimum of controlled 
cloth to meet the requirements of the 
weakei sections of the community. In 
view oi the enormous rise in production 
costs — over 65 per cent, according to 
indiistiy — since controlled prices xx'ere 
last revised in May 1966, this will na¬ 
turally impose a heavy burden on the 
industry, depending upon its ability to 
make good the loss from the sale of 
iincontTolletl varieties. Can the indus- 
iiy bear the additional burden? If not. 
Iioxv is the gap between costs of pro- 
iluction and controlled prices ip he 
h.ridged? There is no easy ansxver to 
these ijuestions. Since large imports ot 
cotton are intended to make good the 
shortfall in indigenous production, it 
might he a good idea if part of the 
lunds collected through the levy of Rs 
•250 per hale on foreign cotton — these 
funds are at present used entirely for 
expoit promotion — are utilised for 
.subsidising the pioduction of controlled 
varieties. 

UnaxcHing 


THE oilseeds market has had a rather 
quiet time last week. Net changes 
over the week have been too small to 
call for any special comment. The 
spread lietxveen the spot and futures 
quotations and between the maturing 
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hedge contract and distant contract in 
cAtor and linseed has narrowed further 
because of,the steady flow of supplies. 
Apart'frqm the progress of the market¬ 
ing season, financial stringency has also 
tended to discourage stocking of goods. 
Castor futures Iiave heen distinctly 
subdued on light hut persistent selling. 
While arrivals of castorseed have been 
on a fairly high side, overseas advices 
have been easier and there has been 
hardly any iresh export business in 
castor oil. Linseed has kept cjuietly 
steady as both bulls and bears have 
l>een inclined to mark time. Ground¬ 
nut oil has ruled a little steadier 
hecau.se of satistactory offtake. 

No big changes are anticipated in 
oilseeds prices in the near future. The 
supgily .position being rea.sonably satis¬ 
factory for the time being, prices are 

COMPANIES 


tSDIA\ ALUMINIUM is expanding 
its Belgaiim smelter by adding a fotirtb 
potroom, expect! d to be in production 
by -the end of this year. This will raise 
iustalle<l capacity Iry 10 0(M) tonnes pei 
annum. As the capacity ol sonic ol 
the installations for the first stage of 
the project will he adctpiate for the 
fourth potroom, the additional capacity 
will cost only Rs 4 crores. The third pot¬ 
room, and the alumina plant at Rel- 
guiiin, were commissioned (luring 1970, 
all the major units of the smelter and 
the alumina plant are now in operation. 
Construction work at the new sheet 
mill at Taloja has heen 'lowed ilown 
by delayed steel supplies. The hot 
mill eriuipment is l>eing installed and 
production is expected to start hs the 
etrd of 1071. 

During 1970, smelter pioduction was 
18 per cent up at 61,665 tonnes — the 
increa'C being due to the addition.il 
output from the B“lgaum smelt-T 
where production was 27,210 ton¬ 
nes against only 1,128 tonnes pre¬ 
viously. Production at the Hirakiid 
smelter, however, was down at 16,198 
tonnVs (22.576 tonnes) owing to a 
three-month st'ike. The Alupuram 
s-melter produced slightly more at 
18,257 tonnes. The Miiri alumina plant 
operated at capacity and bauxite min¬ 
ing at Lohardaga kept pace with that 
■ plant's requirements. At Belgaum, hy- 


unlikely to register any important rise. 
And since prices have already come 
down appreciably from the high levels 
of March, the scope for further decline 
would seem to be limited. Mustard oil 
which had been marked np to Rs 5,200 
(per tonne) in March is currently 
((iinted around Rs .3,850. During the 
same period, lin.seed oil has moved 
down from Rs 4,500 to Rs 3,650, and 
castor oil (commercial) from Rs 4,000 to 
Rs .3,275. C:oiincInut oil prices have 
moved irregularly between Rs 4,575 
and Rs 4,250 over the past few weeks. 

Fairly good business was reported 
to have Ijeen put through in groundnut 
extractions last week. Russia purchased 
about 40,000 tonnes, the UK about 
15,000 tonnes and japan alxiut 3,500 
tonnes. Prices realised have not been 
lemimerative, however. 


(Irate production started in March 1970 
and alumina calcination in August. 
Output from the alumina plant at Bcl- 
ganm is still low. hut is expected to 
impiovc during the next few months. 
Record production was achieved at Ihe 
sheet rolling mill at B“lur, tlu' extru¬ 
sion press at Aliipiirani, and the toil 
plant at Kalwa. l.ess pow'der and pa.ste 
was produced at Kalwa than in 1969. 
because demand was weak. The Pro- 
perzi mill at Alupuram produced sub¬ 
stantially nioie. following continued 
high demand. 

Industrial relations at the Hirakiid 
plant have heen satisfactoiy since a 
long-term agreement was signed with 
the workers in April 1970. Long-term 
agreements were also signed at Kalwa. 
Muri and Belgaum The number of 
employees increased over the year by 
only 298 to 6,412, though both output 
and sales were substantially higher 
eimipared to their levels in 1969. Vo¬ 
lume of sales xvas 45 per cent higher, 
at 62,595 tonnes, with most of the addi¬ 
tional tonnage sold as ingot. Sales of 
semi-fahricated products aggregated 
22 7.37 tonnes (20,378 tonnes). Exports 
were -600 tonnes ot semi-fabricated pro¬ 
ducts, valued at Rs .37 lakhs. Ot) the 
lietter results, Ihe directors have main¬ 
tained equity distribution and also re¬ 
commended issue of bonus shares on 
a one-for-two basis by capitalising 


Rs 1.25 crores from the capital reserve 
and Rs 4.76 crores from the genera! 
reserve. 

The company is awaiting Govern¬ 
ment's decision on the recommendatioM 
of the Working Group on the selling 
prices and distribution of aluminium 
products. The Group was formed to 
examine the industry's price structure ♦ 
after Government imposed statutory 
price control in March 1970 fixing sale 
prices at the ex-factory level, less ex¬ 
cise duty alisorbed by the producers, 
us on Febniary 28, 1970. The Orissa 
Ctovemment has legislated an increase 
in duty on power supply to all consu¬ 
mers, from 13 per cent to 25 per cent, 
as from April 1. 1970. The OSEB has 
notified levy ol a coal surcharge at 62 
paise per kilowatt-hour of power con¬ 
sumption from February 1971. INDAL's 
management considers this levy, which 
would involve additional expenditure of 
about Rs 33 lakhs per annum, uHra 
I'lres its subsi.sting agreements and will 
take steps to re.sist the imposition. The 
cases relating to the electricity surchar¬ 
ge and the revision of electricity tariff 
rates, applicable to the Alupuram 
works, arc pending before the Supreme 
Court and the High Court of Kerala, 
respectively. 

ELECTRIC CONSTRUCTION AND 
EQUIPMENT has been experiencing 
steady dein,ind for various types of 
eipiipinent produced by it. But its 
units in West Bengal could not take 
advantage o| the g!)od demand be¬ 
cause of “continued labour unrest". 
The switchgear and lilt division had to 
lie closed down from the end of No¬ 
vember 1970 and the Cossipore divi¬ 
sion from the end of January 1971. 
Total protiuctioii of transformers at the 
Vizag, Cossipore and Sonepat plants 
was 56.3000 kVA in 1969-70 against 
400970 kVA in the previous year, al¬ 
though availability of raw materials re¬ 
mained difficult. The rotating .machin- 
eiy division at Barrackpore worked on 
a maintenance production level. De¬ 
mand for industrial motors improved 
in the lattei part of the yeat. The 
Chaziahad factory for the manufacture 
ol motors and other components is 
nearing completion, and is likely to go 
into production soon. Work has started 
on the project for manufacture of CLS 
and fluore.soent lamps, but the company 
has not yet received licence for im¬ 
port of capital goods. Expenditure (m 
land, buildings, and equipment, amount¬ 
ed to Rs 1.36 crores against Rs 19 
lakhs in the previous year. ECE's 
sales increased by 51 per cent to Rs 


Expanding Cheaply 

Hansavivek 
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9j(6 cforea and, with margins widen- the X-ray tube is imported for this unit, capadty ot about ‘ 85,000' 

ed, its gross profit more than doubletl The company has a good growth late will he further increased to li!3 laid) 

at'Rs'127'Ifddis fRs 62 lakhs). Of total with an Increase of 74 per (ienf in Sales tonnes,- as the nUll gains ex^rienda ift 

•sales, transformers accounted for ‘48 during the' 15 months to EJecemlrei'- utili.sation' bf hardwoods.' At preteaf, 

per cent, motors 5 per cent, switch- 1970 over the preceding 12 months' over 1.87 lakh tonnes of nesysprint art- 

gear and lifts 7 per cent, meters ,“14 pei figure, A major contribution to the in- consumed annually in the cmprtSry,* of' 

cent, and other miscellaneous items fl crease in turnover came from alloy which 1.55 lakh tonnes are imported, 

per cent. Tlje company's executive oflice magnets and X-ray products. Manufac- It is in this context that the Himachal- 

has been shifted from Calcutta to New ture of ferrite magnets was started in Pradesh enterprise has to he seen. 

Delhi for *‘eHcctive functioning”. this i»eriod. The short-term loan of Rs 

16 lakhs was fully repaid to Intenia- The new mill is to have among other 
KLPRO INTERNATIONAL received tional General Electric Company things (a) refiner ground wood pulping 

an industi^iai' licence in October 1070 (India). systems; (b) a small high-yield diemi- 

for raising capacity of alloy magnets cal pulp mill; and (c) a high-speed pe-‘ 

from 120 tonnes to 180 tonnes per BALLARPUR PAPER AND STRAW per machine with a twin wire formation 

aiBium. It is accordingly stepping up BOARD is to establish a newsprint mill system. For consumers requiring n6ws- 

production. An application has Ixrcn in Himachal Pradesh. Under an agree- print in sheets and glazed newsprint, it 

made for further expansion to 300 ton- ment, the State Government has agr-ed is also prop'o.sed to install a supers<aleh- 

nes, as the directors feel that even the to supply to the company 57 lakh cubic dar and a duplex sheet cutter. Tenta- 

present increased capacity will be in- feet ol fir and spruce for newsprint- live estimates are that initial investment 

adequate to meet the growing demand, making. The felling of this wood, de- in the proiect would be Rs 30 crores. 

A 'letter of intent' has been receives! barking' of the logs, floating of the logs. Since a major part of the eqnjpihgnt 

by the' company -for expanding the ansi their truck transportation, would will have to -be imported, immediate' 

capacity ■ for intensifying screens from he undertaken by Ballarpur. It would foreign exchange expenditure on' this 

2,640 pairs to 7,500 pairs per annum. be the first time that the Himalayan account would approximate RS" 20 <.=r6- 

Anbther 'letter of intent' is expected coniferous forests would be harvested res. Newsprint manuftct'uie being'fiigh- 

for-manufacture of Cobalt-60 tele-thera- and utilised on‘ a large scale for the ly capital-intensive, the Himachal • Pra- 

py equipment. The company has alro industrial development of Himachal desh Government is likely to derive 

submitted an application for an Indus- Pradesh. The venture, earlier proposed considerable, indirect benefits from in- 

trlal licence to manufacture orii-nted to be set up in collaboration with a come ant^ cfiiporate taxes, excise duty, 

ceramic magnets. A new 15 MA port- Canadian firm, will now he built with and sales tax. Eventually, the indirect 

able- X-ray unit was developed and put Indian expertise and local knowhowi It ' income to the State would probably be 

OB the market. It is manufactuo-d will go into production in another three greater than the amount of royalty pay- 
under the company's oss-ii design. Only years and will have, an initial production able on forest raw materials.' 

The Week's Companies (Rs in lakhs) 


Indian Aluminium Elpro International Electric Con.struction 



Latest Year 
31-12-70 

Last Year 
31-12-69 

Latest Year 
31-12-70 

Last Year 
31-12-89 

Latest Year 
31-10-70 

Last Year 
.31-10-89 

Paid-up capital 

1241 

1241 

85 

85 

169 

169 

Reserves 

1011 

1551 

27 

13 

173 

132 

Borrowings 

2301 

2170 

85 

89 

359 

394 

of which Term borrowlnga 

2301 

2079 

19 

40 

104 

122 

Cross fixed assets 

5705 

4773 

138 

129 

539 

428 

Net fixed assets 

3842 

3197 

78 

80 

411 

300 

Investments 

— 

— 

— 

— 

1 

1 

Current liabilities 

947 

921 

30 

15 

236. 

185 

Current assets 

2138 

2260 

148 

118 

523 

m 

Stocks 

1313 

1354 

106 

87 

345 

355 

Book debts 

511 

412 

42 

31 

173 

216 

Net sales 

3540 

2643 

261 

150 

956 

632 

Other income 

97 

124 

2 

2 

11 

11 

ttaw niaterial costs 

909 

1018 

145 

89 

564 

363 

Wages 

470 

420 

32 

21 

114 

93 

Interest 

176 

1.36 

9 

8 

32 

53 

Cross profit(-P)/loss(—) 

817 

713 

35 

20 

127 

62' 

Beprecia6on ptovlsta 

290 

188 

13 

8 

27 

26 

Tax provision 

— 

59 

— 

— 

42 

3 

Net pTofit(-P)/lois(—) 

527 

466 

22 

12 

58 


Development rebate provision 

252 

205 

3 

11 

3 


Transfer to reserves 

105 

91 

11 

— 

26 

22 


Dividend 


AnxHint 

170 

170 

8 

— 

E 25 

P 4 

P 4 

E Ni) 

Rate (per cent) 

14 

14 

W 


E 20 
pe.3 

P ^ 

Cover (tiines) 

1.62 

1.53 

2.37' 

_ 

1.96 

Ai. 

RatkM (per oeat) 

Cron profit/sales 

23.07 

26.97 

13.41 

13.53 , 

1528 

9.81 

Nef profit/capital employed 
Invontoiies/aalea 

9.66 

37.09 

14.34 

51.23 

11.16 

40.61 

6,41 

58.00 

8,27 , 

• 3e:o8 

4.74 

56.r7 

Wages/sales 

13J17 

15.89 

12.26 

i4;oo 

' ■ 11.92 

14.71 
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FROM OUR CORRESPONDEISTS 


NEW DELHI 

Treading Softly 


THE most remarkable feature of the 
annual session of ^e Federation of 
Indian Chambers of Commerce and 
Industry last weekend was the 
spirit of accommodation and sweet rea¬ 
sonableness towards the government 
that leaders of business and industry 
displayed. This was probably best ex¬ 
pressed by N K Somani, a former 
Swatantra MP, when he said : “I have 
been attacking the government in the 
past, but I will not do so now." Indian 
businessmen have always shown an 
* a'dmirable capacity to adjust their 
thoughts and sights to the prevailing 
political reality. The results of the la.st 
Lot Sabha elections appear to have 
overwhelmed and subdued them. They 
are now anxious to adjust their fnnry 
tioning to the changed political situa- 
tioif, though, of course, they will do 
everything they can to fashion and in- 
flvience political and administrative de- 
cision-m.aking — but this will be done 
(luietly, without making too much 
noise. 

The subdued tone of the Federation 
session, very much unlike similar occa¬ 
sions in the past when government 
policies were roundly criticised and 
demands aired stridently, was set by 
the address of the FICCI president, D C 
Kothari. He congratulated the Prime 
Minister, present on the opening day 
of the session to inaugurate it, on her 
victory in the election and paid 
tributes to her .sagacity and insight 
and her approach to the problems 
facing the country. He did not raise 
issues of larger economic policy, much 
less put forward demands for changes 
in policies. Ke confined himself to air¬ 
ing some of private indu.stry’s problems 
in respect of administration of policies. 

No CONFBONTATION 

.Speeches by other leaders of busi¬ 
ness and industry followed the tone set 
by the presidential address. The reso¬ 
lution questioning the entry of the pub¬ 
lic sector into the area of trade was 
taken up with great restraint. Differen¬ 
ces of approach and outlook between the 
trader and the industrialist and between 
the big industrialists and the small and 
medium ones have been often reflected 
in past FICCI sessions. But the not- 
,^ble feature of the discussion on the 
resolution on trade this time was that 


by far the majority emphasised tlie 
need for traders to behave more res¬ 
ponsibly if they wanted to avoid great¬ 
er intervention by the state. The dis¬ 
cussion on the only other resolution 
taken up at the session, on dynamic 
industrial growth, was e<iually revealing 
of the mood in favour of coming to 
terms with the prevailing political cli¬ 
mate. The two industrialist brothers, 
Bharat Ram and Charat Ram, gave the 
lead. Charat Ram cautioned against 
“parrotting time-worn cliches” and 
Bharat Ram commended the concept of 
the joint sector as a preferable alter¬ 
native to outright nationalisation or the 
growth of fully public sector enterpri¬ 
ses. The concept of the joint sector as 
outlined by Bharat Ram would certain¬ 
ly very much suit private business 
since it would combine government 
participation in enterprises with ma¬ 
nagement continuing to be in private 
hands; at the same time, the sting 
would have been taken out of the 
rising protest against monopoly and 
concentration of economic power. 

There was no (piestion of any kind 
ol a confrontation between the govern¬ 
ment and leaders of private business in 
such a setting. The Prime Minister had, 
therefore, no need or occasion to stage 
one. Her address was equally concilia¬ 
tory. It was certainly not expected that 
she would u.se the FICCI session to 
make any policy announcements. But 
she did make certain observations 
which indicated the problems and di¬ 


lemmas that the government is facing, 
though she did not suggest how the 
difficulties were sought to be resolved. 

‘Vicaous Cihci.e‘ 

The crux of the matter, as she put 
it, was the ‘vicious circle’ of rising 
prices and rising costs in the economy. 
The Prime Minister said that the far¬ 
mer wanted higher prices for his pro¬ 
duce even when unit costs in agricul- 
tur<‘ had come down. Workers wanted 
the rise in the cost of living to be 
neutralised to prevent erosion of their 
standards of living. The industrialists, 
in their turn, wanted to be compensat¬ 
ed for every item of increase in the 
cost of their manufactures with prices 
fixetl on a cost-plus basis. 

Indira Gandhi did not indicate how 
this so-called ‘vicious circle' was pro- 
po.sed to be broken. She did want the 
cost-plus formula, sanctified by the 
Tariff Commission for price fixing, to 
be given up. But otherwise her princi¬ 
pal prescription was the plea to differ¬ 
ent sections to moderate the use of 
their sectional bargaining power. Even 
if this plea were accepted, which is 
doubtful, it might somewhat moderate 
the viciousness of the vicious circle but 
will not break it. To achieve that, deci¬ 
sive action will have to be taken at 
certain strategic points. One such stra¬ 
tegic point obviously is the procurement 
price for foodgrains which come to the 
market. The Agricultural Prices Com¬ 
mission has recommended a modest re¬ 
duction in the procurement price of 
wheat in the c-oming season. Will this 
retximmendation be accepted ? 

In the case of prices of manufactures, 
the issue should not be viewed as one 
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of prices in general. It has to be nar¬ 
rowed down to the problem of prices 
of es.sential commodities of mass con¬ 
sumption. In this light the fuss over 
car prices would appear to be mis¬ 
placed. The cost-plus formula mu.st, on 
the other hand, be totally rejected in 
respect of items of mass consumption. 
If industry has to suffer temporary loss¬ 
es on this account these would be 
more than made up by the margins on 
luxury items for the consumption of 
the affluent sections. 

And Now, Heappraisax, of Pianning 1 
An important observation in the 
Prime Minister’s address to the FICCI 
was that a reappraisal of the planning 
process would soon be undertaken. 
There has been a lot of talk lately about 
recasting, revising and enlarging the 
Fourth Plan. Another dimension has 
Ijeen added to such speculation by this 
latest remark of the Prime Minister 
about reappraising the planning process 
itself. It is not possible to find out ex¬ 
actly what is in view while work on 


Sumanta 

THIS is a suburban town in Khulna, 
Bangla Desh. The people are changing 
under the shadow of possible attack any 
moment by the Pakistan armed forces 
occupying Je.ssore which is 40 miles 
away from here. 

One can make out how they used to 
live before the war started — the usual 
complacent life so common in the hi¬ 
therto undisturbed villages of Bengal. 
One can see the traces of the pcact'ful 
past, even today, in the soft features of 
the young Fast Pakistan Rifles boys, 
whom we met at the F.PR camp here. 
They are the nucleus of the armed re¬ 
sistance in Bangla Uc.sh today. But the 
people, along with their town, are 
changing. 

On our way to the town from the 
Indian border, we met streams of cycle- 
rickshaws carrjing women, children 
and their belongings, moving towards 
India. The town was being evacuated. 
The people were determined not to 
make tlw mistake made elsewhere, and 
to save their women from the fate 
which oveitook women in Dacca, Jes- 
sore, and other towns, when the Pak¬ 
istan armed forces occupied them, and 
rapcil and killed the women. 


planning stands still with the Planning 
Commission paralysed and Plan imple¬ 
mentation continuing to remain neglect¬ 
ed — a situation which will apparent¬ 
ly remain unchanged at least till the 
Budget for 1971-72 is presented to¬ 
wards the end of May. 

In hi.s speech while presenting the 
interim Budget, the Finance Minister 
did indicate that more resources would 
he raised to provide for a Plan of ade¬ 
quate size this year. This implies that 
the tempo of Plan implementation may 
pick up somewhat, though a larger al¬ 
location by itself is no guarantee that 
the funds will be actually utilised. In 
the last two years at least there have 
been large shortfalls in the implementa¬ 
tion of Plan programmes for wfaidi 
financial allocations had been made. 
Recasting of the Plan or reappraisal of 
the planning process will not necessarily 
touch the basic factors responsible for 
this state of affairs. 

Meanwhile, there is no knowing when 
even the reconstitution, not to speak of 
the reorganisation, of the Planning 
CoiTiniission will materialise. 


Banerjee 

When we reached the town, it wore 
a deserttid look. There were hardly any 
young men left. They had gone to the 
front equipped with whatever weapons 
they had. 

.Shifting Emph,\sis 

We met a young Awami League vo¬ 
lunteer at the police station which had 
virtually become the party’s headquar¬ 
ters. "We are no longi'r planning a 
direct confrontation with the Pakistan 
army equipped with sup<’rior arms and 
ainmimition’’, he said. Formation of 
small s(|u.ids to ambush the army ve¬ 
hicles — that classical mode of gueril¬ 
la operation — is now being emphasis¬ 
ed. Able-bodied civilians left in the 
town ai(! being trained in this. Obvi¬ 
ously, they are learning from their past 
mistakes of throwing an entire aimpany 
of ill-e<iuippcd EPR men again.st the 
superior forci^s of the Pakistan army. 

That the emphasis was shifting to 
guerilla tactics was further evident 
from our talks with the EPR men in 
the town. "We can never stay in oc¬ 
cupation of the towns for long if the 
Pakistan army shells us. We have, 
therefore, opted for guerilla movement 


in the surrounding villages”, one of them 
said. Sons of peasants, the EPR boys 
know the countryside and are aware of 
the advantages of fighting entrenched 
in the paddy and jute fields. 

Their peasant background has given 
them a highly emotional and sensitive 
character. One EPR boy — his face as 
soft as the new green mangoes which 
had just started sprouting in the coun¬ 
tryside of East Bengal — said: “Amago 
apnara zaraia dharen, ankraia dharerd” 
(“Embrace us, cling to us”). They ex¬ 
pect a lot from India. As one EPR boy 
put it, it is a fight for a secular demo¬ 
cracy and India being a secular and de¬ 
mocratic state has her fate entangled 
with that of Bangla Desh. 

Meanwhile, the Pakistani armed for¬ 
ces are occupying Jessore. The' ba^le 
here will be crucial, as the town ft 
strategically important. Whoever occu¬ 
pies it — or rather the five-point cros¬ 
sing in the area known as Clumchrar 
more — will command the main roads 
to some of the important places in 
Bangla Desh: Kushtia in the north and 
Khulna in the south and the borders on 
the west. The liberation forces are at 
present holding Jhikorgacha, between 
Jessore and this town. It is their head¬ 
quarters for directing operations. 

PaoPHE'nc Echoes 

As we left the town we were visiting, 
we passed by buildings, walls of which 
were covered with traces of the recent 
election campaign. The students’ wing 
of the Awami League had scribbled 
slogans denouncing the undemocratic 
provisions of the election system; the 
Islamic Students League — the com¬ 
munal body — had warned against the 
bifurcation of Pakistan and demanded 
an Islamic constitution. The Communist 
party (Marxist-Leninist) had painted 
Mao’s face and coined the prophetic 
slogan: "There is no liberation through 
votes; the only way is armed revolu¬ 
tion”. 

For the people of Bangla Desh, in 
today’s context, of all the slogans, this 
was the only relevant one. 

April 8 

• • • 

It is a strange war. On one side are 
ranged machine guns, mortar shells and 
tanks, reinforced by ruthless savagery. 
Facing these are old-fashioned .303 
rifles, bamboo staves, ramshackle trucks 
and a desperate determination. 

This is die common sight everywhere 
in Bangla Desh today. W’e were pro¬ 
ceeding in a truck accompanied by half 
a dozen of Mujahids — the counter¬ 
parts of our National Volunteer Forces 


BANGLA DESH 

Next Pkase of the War 
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— along Benapole Road towards Jea- 
sore town,which is under occupation by 
the 'Pakistan army. The Mujahids, the 
East Pakistan Rifles meni imd the 
Ansars, foim the core of the liberation 
forc<;s in Bangla Desh. 

Desperate Resistance 

As wc were about to reach Malanchi 

— a village three miles away from 
Jessore town and the last outpost of 
the liberation forces — a Mujahid 
came running, waving his rifle. He and 
four other comrades had resisted the 
advancing Pakistan army with their ri¬ 
fles. They had exhausted their bullets, 
and they were retreating. Could they 
get reinforcements? The young Muja- 
likls aiccompanying us in the truck 
jumped down and in a mad rush ran 
towards Malanchi soon disappearing be¬ 
hind the bend of the mad. 

We wondered how long these young¬ 
sters — many of them using a rifle for 
the first time — would be able to 
withstand shells which were bursting 
iii^ the distance. 

The majority of the fighters in Bang- 
la Desh are in their teens, recruited re- 
e<’iitlv into the Ansar Bahini or the 
Mujahids. Those belonging to the East 
Pakistan Rifles are also juniors. The re¬ 
cent late of the EPR has been tragic. 
Young members of the force, in out¬ 
worn uniforms and chappals, and arm¬ 
ed with outmoded rifles, told us the 
nightmari.sh story of how their senior 
commanders had been eliminated. 
When the negotiations were going on 
between Yahya Khan and Sheikh Muji- 
bur Rahman, the EPR in Jessore were 
asked to deposit their weapons at the 
central high command and were pro- 
nii.sed new, modem weapons as replace¬ 
ments. A couple of days later, the 
.seniof officers were asked to come and 
collect the new weapons; they went, 
and never returned. 

The fate of the East Bengal Regi¬ 
ment has been as humiUating. A few 
companies of the Regiment were posted 
in Bangla Desh during the negotiations. 
When the negotiations were about to 
fail, Yahya Khan became alert. The 
members of the EBR who were in East 
Bengal were sent out on excise duties 
and other such assignments. When they 
came back to their barracks, they found 
thefti occupied by the Pakistan forces 
who at the point of machine guns made 
them surrender their arms. 

Thus, the soldiers fighting in the li¬ 
beration force today were deprived of 
their leadership, rendering them almost 
•helpless in the face of superior military 
- tactics. 


We entered Laujani, the village on 
which the liberation forces fell back as 
their last outpost after the fall of Ma¬ 
lanchi. We found the villagers leaving 
their homes. We ran into a pair of 
EPR men guarding an outpu.st sur¬ 
rounded by deserted homes. They took 
our hands and placed them on 
their beating hearts, trying perhaps to 
feel the warmth of company in this de¬ 
solate spot which in all probability was 
to be wiped out soon. 

We had not imagined that our worst 
fears would prove correct. When we 
reached India a few horns later, we 
heard that the Pakistan army had cap¬ 
tured Laujani and that the village was 
in flames. 

When we reached Jhikorgacha, where 
the liberation forces retreated after the 
battle of Laujani, the Awami League 
leaders struck their foreheads and com¬ 
plained bitterly that they could have 
resisted the advance of the Pakistan 
army if they had even a few shells. A 
bridge near Malanchi. which had open¬ 
ed the way for the advance of the Pak- 
i.stan army, could have been blown up 
by the liberation forces; but it was 
within range of th<- Jessore cantonment 
from which the Pakistan army shelled 
the liberation forces when they tried to 
reach the bridge. Wherever one goes 
in Bangla Desh, one comes across in¬ 
stances of the liberation forces being 
handicapped for lack of even such 

TAMIL NADU 

Post-Election 

THE offer of the post of Assembly 
Speaker to Mathialagan, former Fin¬ 
ance Minister who had been eased out 
of the Ministry along with two others, 
is the latest in tlie series of moves made 
by Karunanidhi to consolidate his posi¬ 
tion in the party. No doubt, the DMK's 
re.soundjng electoral victory provided 
undeniable proof of the organising skill 
of the party President-cum-Chief Min¬ 
ister and rai.sed his stature even in the 
eyes of his detractors. This paved the 
w'ay for his unanimous re-election to 
the two posts and confirmation as the 
supreme boss of the DMK. Karunani¬ 
dhi accommodated Nedunchezhian as 
Number Two in the Cabinet and push¬ 
ed Anbalagan, leader of the DMK in 
the dissolved Lok Sabha and one-time 
contender for the Chief Minister’s post, 
to the third place. But Mathialagan 
who, despite the odium he had acquir¬ 
ed particularly towards the fag end of 
his term as Minister, had managed to 


weapons as are usually more easily 
available, like mortars, dynamite, or 
even hand grenades. 

Political leaders and soldiers are fast 
realising that it would not be possible 
to defeat, or even resist, the Pakistan 
army by traditional warfare. The 
Awami League leaders are realising the 
need to arm the peasantry. The pea¬ 
sants aie eager to take up arms. An 
agricultural labourer at Benapole, near 
the Indian border, watching the streams 
of villagers fleeing the front, gnashed 
his teeth and said: “zodi hatiar paitam!" 
(“If I could only get a weaponl”). 

The next phase of the war — a pro¬ 
tracted war in all likelihood — is about 
to begin. Volunteers are being raised 
liom the local population. They are 
being trained in the use of arms by the 
EPR. They are taking up the civil ad¬ 
ministration also. 

In Benapole, for instance, we heard 
Irorn the local population how the 
night patrol, formed by the young¬ 
sters, caught two notorious smugglers 
who were about to loot the Customs 
godown. One of them was found out 
to be an Indian national and was 
promptly banded over to our Customs 
people across the border. The other 
was tried in a ‘people’s court’, and was 
e.\ecuted. 

Jessore District 
April 9 


Manoeuvres 

retain his Assembly seat in the elec¬ 
tions remained to be mollified. Sensing 
danger in keeping Mathialagan dissatis- 
fii'd the shrewd Kamnanidhi has made 
him the SiJeaker. The DMK leader can 
thus rely on the continued support of 
all the groups in his party. 

End of Honeymoon 

The DMK is still to decide its at¬ 
titude to the vastly strengthened Con¬ 
gress Government at the Centre, but 
the statement of the interim Speaker of 
the Lok Sabha, Seth Govind Das, that 
he hoped that the proceedings of the 
Lok Sabha would soon be in Hindi 
brought forth a sharp reaction from the 
party. The DMK declared that it 
would fight the imposition of Hindi 
tooth and nail, Karunanidhi also harp¬ 
ed on the theme of more autonomy for 
the States while expressing support to 
Mujibur Rahman and the freedom 
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fighters of Bangla Desh. Once the re¬ 
commendations of the Rajamannar 
Committee become available in a 
month or so the DMK may even whip 
up an agitation. The DMK-Congress(R) 


hon«-ymoon will soon end, now that the 
CoiigressfR) is being reactivated in the 
State. C Subramaniam has already set 
the tone by declaring, in an obviotu 
retort to Karunanidhi, that the Centre 


hod to be strong. 

The Congress(R) has in the meantime 
to face its own problems. The dissolfi- 
tion of the TNCC(R) and the appoint¬ 
ment of an od hoc committee is inter- 
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preted as an attempt to bypass demo¬ 
cratic discussion of the conduct of the 
party leadership in the pre-poll nego¬ 
tiations with the DMK and as a man¬ 
oeuvre to eliminate devoted party 
workers for purely factional purposes. 
The formation of th<! ad hoc commit¬ 
tee is a victory for C Subramaniam. 
Those who had felt that his leadership 
had not paid off in the negotiations 
with the DMK are now further disap¬ 
pointed that his approach is sought to 
be vindicated even at the heavy price 
of a division in TNCC(R) ranks. 

The TNCC(R) is not alone in having 
to face intenial dissensions. The 

TNCC(O) is also engaged in a debate 
as to whether it should continue as a 
svparate party or merge with Con- 

.gressfR). Theie is said to Ix’ a section 
led by E V K Sampath which was not 
happy over Kainaiaj's alliance with the 
Swatantia and is now waiting for an 
opportunity to quit the party. Sampath, 
who is one of the Si'cretaries of 
TNCC(O), did not turn up at two party 
meetings called to discuss the party’s 

posl-iroll programme. This lentls cre¬ 

dence to the view lliat he may walk 
ovei to the 'l'NCC(R). Sampath inci¬ 
dentally, has quite a lew such walk¬ 
outs from various political parties to his 
credit. He went out of the DMK and 
iornied the Tamil National Party and 
after its rout in elections joined the Con¬ 
gress. It is not surprising that after 
the defeat of TNCC(O) he is thinking 
of getting on the Congress(R) band¬ 
wagon. 

LUCKNOW 


While Sampath’s might be a purely 
opportunistic move, there are many 
among the rank and file of the TNCC(O) 
who (lucstion the wisdom of the party 
continuing in its present form since the 
people have repo.scd overwhelming con¬ 
fidence in Coiigress(R). To keep the 
waverers in the party and to revive the 
sagging morale of party woikers, tlie 
TNCC(O) has done a lot of explaining 
that its rout had nothing to do with its 
alliance with Swatantra but that it was 
on account of manipulation of the vo¬ 
ters’ lists and official interference in the 
elections. The Executive Committee of 
the TNCC(O) evr-n passed a resolution 
urging tile Union Government to ‘dis¬ 
miss’ the Election Commissioner and to 
appoint a high jiower commission to go 
into the alleged irregularities commit¬ 
ted by him during the elections. 

While not many would dispute some 
olHcial int<‘rlereuce, the efforts of 
TNCC(O) to make a scapegoat of the 
Election Commissioner is seen as a des¬ 
perate bid to prevent a further erosion 
of the morale ol party workers. Kania- 
raj, who intends to undertake inten¬ 
sive tours of the districts to strengthen 
the jrarty at the grass-roots level, will 
have a tough task explaining that it was 
the vam.shing ink and not his alliance 
with the Swatantra party that brought 
disaster to the, party. His task is made 
all the more difficult because the 
TNCC(R) is pois<‘d for intensive activi¬ 
ty in the wake of its great election vic¬ 
tory. 


The WroDg Streogth 


THE victory of thi‘ Congress(R) in the 
I,ok Sabha elections and the fall of the 
SVD Ministiy in the State are inter¬ 
related. In the mid-term poll lor the 
Lok Sabha, Congress(R) was the only 
party that gained 26 net seats. The 
rest lost — Congress(O) losing 6 net 
seats, Jan Sangh 7, SSP 6, CPI 1, 
CP(M) 1, BKD 3, and Independents 
and others 2. Congress(R) secured 
48.57 per cent of the total votes polled; 
the reactionary parties, headed by the 
four-party alliance, polled 46.66 per 
cent of the votes; and the Left parties 
secured only 4.77 per cent of the votes. 
Overall, therefore, the potential strength 
of reaction should not be minimised. 

Among the Left parties, CPI, with 3.7 
per cent of the votes, came out at the 
top; and the Indian Socialist Party, 
with its O.OI per cent, at the bottom. 


Ih-sides, except for the CPI, none of 
the Left parties could individually se- 
<’ure more than 0.26 per cent of the 
votes iJolled in the State. Moieover, 
even tlie CPI v\’on only whcie there 
was an adjustment with Congress(R). 
In Banda, where it had no such ad¬ 
justment with Congre.ss(R) the sitting 
CPI member lo-st. The CPI, therefore, 
needs to think carefully as to what 
role, it at all, its “line and strength” 
played in the victories it did score. 
And after such .self-criticism it needs 
lo start putting some dynamism into 
its activities. This time, it is ti'ue, it 
polled slightly more votes, at 7,60,686, 
while in 1967 it had secured 7,10,462 
votes. But as against this, CongressfR) 
this time secured 26 lakh more votes 
than the united Congress had done in 
1967. CPI has been stagnant and has 


not increased the area of its influence. 

Meanwhile, despite Congress(R)’s 
Leftist stance, its activities in the State 
need to be watched. Though it is well 
known that the party that comes out 
successful easily gets defectors from 
the other parties, if the victorious party 
is committed to socialism — as the 
Congress(R) claims it is — and expects 
to cairy its commitment through, then 
cither the defectors should be those 
who are similarly committed or at 
least they would have to be political¬ 
ly cleansed through education. But the 
strategists of Congress(R) have wel- 
coiiH-d all and siindiy with a view lo 
toppling the SVD Ministry. Some of 
those accepted from the Syndicate 
Congress and th«- BKD arc known for 
their corruption and have obviously 
joined Congress(R) not out of love for 
socialism but to protect and further 
their own careers. One of them is dis¬ 
tinguished for Ins unbroken family re¬ 
cord of siding with the ruling paity 
since the mutiny of 1857. 

The Tripathi Ministry at present has 
none ol the old guard nor any of the 
defectors, but expansion of the Ministry 
is to take place bcfoie July. Kamla- 
pati Tiipalhi appealed to the Secreta¬ 
ries of the various depaitmcnts ol his 
Government to make the administra¬ 
tive .set-up a better instrument for serv¬ 
ing the desires and aspirations of the 
people; but no objectivi’ criteria have 
been put up to indicate how this is to 
be achieved. It would be good to have 
a ‘committed’ Civil Service, but how can 
it be obtained when the ruling party 
itself lacks ideologically committed ca- 
dies? TriiJathi’s appeal that a new 
UP be created by taking the develop- 
iiiental programmes to the huts in the 
villages, might be taken lo indicate a 
new orientation from politics to econo¬ 
mics — if it were not for the fact that 
no economic progianimc of action has 
been announced, or seriously formulat¬ 
ed lor that matter. The take-over of 
the sugar mills and a new ceiling on 
agricultural land are in the air. But 
it is not clear in whose interest the 
first is, nor how efficiently the second 
is to be implemented. If the sugar in¬ 
dustry is taken over it will not harm 
the interests of the MLAs and might 
help individual mills, but a lower ceil¬ 
ing on land and its effective implemen¬ 
tation will do so. Meanwhile, what are 
the plans for increasing the income and 
employment opportunities in the State? 
About the only concrete measure taken 
so far is the withdrawal of the contro¬ 
versial UP Universities Union (Amend- 
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ment) Ordinance, which sought to make 
student memhership optional. 

• Foi torimilating and implementing a 
IJolicy' oi radical economic develop¬ 
ment, Congiess(R) will need niciiiheis 
in the LcKislafuie who arc conmiitt"d 


V P NAIK hccaine Chief Minister of 
Maharashtra in Novcmlx’r liJfi'l. Since 
then, his contimiin;' and elficicnt ste¬ 
wardship ol the Slate Coverninent has 
helpcil to usher in a change in the so¬ 
cial composition ol the lcadeishi£i, and 
/in tlic powci stinctnic in the ,State. 

P NaiW himself helongs to the 
socially hackwaid Vanjaii (Banjara) 
caste. It w .IS tlicicloic natural that, 
fhiring Ins Chief Mniislciship, the nn- 
organised, helciogi'iieons. non-Biahniin- 
non-Mai.itha (.ist<s in the .Slate .should 
hegm to sec hope loi their <'nti\ into 
^Kihtics and hence for a rediessal of 
their gron|) giievaiices In lact, Naik’s 
continuance in olficc ioi more than 
.s<ven >eais has aheads c.i.ised soiiii 
shilt ol powi'i tioiii the exihisivist 
M.iiatha caste to the iion-Bialiiiiiii-neii- 
Maiatha castes — c\])loding tlie olil 
myth that, nest to the Hiahiniiis, oiiK 
the Maiatlia i.iste is caiiahle ol iiiliiig 

The shilt ol politic.il imwei Irom tin 
Brahmins to the M.nathas m the late 
fifties under the Icadersln'i) of Y B Ch.i- 
van — himsclt a M.uatha — had mat Ic¬ 
ed the st.irt ol one phase’ in Maharash¬ 
tra politics Chavaii’s ascendancy had 
di.iuii logi thei the .epilations ol the 
Maialha-( .isle pnlilii.il elite. Thoiinli 
Cfiavaii was c.iniiil not to .ilienate tin’ 
Bi.’*hniin nilellci tii.iis, the liaiisici ol 
political powei to the M.uatlias uiidei 
him — h.iilcd li\ that c.iste .is a leliiiii 
of the .gleiious d i\s ol M.uatha rule 
under .Shivan — ccitainh estalilisli’d 
the eclipse ol the Biahiiiiiis iii ))olilics 

The transfer ol the Chief Ministei- 
.ship Irom Y B Cliav.iii — vclicn, in 
1902, he li'tt the Slate to join the Cen- 
tial Mimstiy as Deleiice Minister — to 
the late Kaniiamwar, and then to V P 
Naik, acknowledged and introduced 
many new trends in Mahaia.shlia poli¬ 
tics. The 15 years of Maralha hegemo¬ 
ny in the State Congress Party ,md 
Government had reduced the Brahmin 
leadei.ship of the Congress to insigni¬ 
ficance. IroniealK, this also meant that 
the Maratha political elite ccjiild no 
, longer use its anti-Biahmin idiom to 
gamer or sustain siipiiort — although 
anti-Brahininisni had been a powerful 


to its election manifesto. This can lie 
ensured only througli a mid-term poll, 
sooner than later. Hopefully, once this 
political precondition is established, a 
definite progiaiimie of economic deve¬ 
lopment might bc“ attempted. 


weapon loi wiesting irower from the 
Biahniiiis in the early fifties. Sccond- 
K — as a seipiel to this and as a result 
ol Niiik’s iioii-.Maratha iiile — the Ma- 
i.ithas aie now lacing an increasing po- 
litu.il eonironlation from the non-Brah- 
iniii-noii-Maialha castes, aided and 
abetted hs the Brulunins in the hack- 
gioiind. Moreovei in this confrontation 
the Marathas .ire being challenged in 
their own forte. While the Brahmin 
leadership in the Maharashtra Congress 
could claim that it had intellectual 
skills and seiisihililies whicii the Maia- 
Iha jroliticians did not have, there is 
little dilleienee hetween the skills and 
idioms used hv the Maratha politicians 
and those used liy Naik and his iollow- 
eis. Ill but, Naik has shown suiierioi 
skills in maintaining haimonious rela¬ 
tions anioiig the various other sections 
ol the loinmiinity in the State. Even 
beloie \,iik came to the ioretront of 
til',’ State's polities, the iion-Brahmin- 
iion-Maiatha castes did have .some le- 
piestnlulioii III the State Congrccss; hut 
they wc'ie always suhchied undei the 
weight ol Maratha dominance, especial- 
K since they weie not (jiiitc .so organis¬ 
ed. 

II would appear that Chavaii, a 
direwd jiohtieiaii and taefieiaii, had 
loii'seen the jross.hility of a eonfiief 
1 m rgiiig Irntwi’cii the numerically, and 
heme iiolilically, socially, and c-cono- 
iiiicalK- stioiig Maratha caste and the 
hell logeiieous and hcrctoiorc iiolitically 
uiioigaiiised noi.-Maiatha castes. In 
li.uisii iiing jiow'i r to Naik, Chavan was 
Ml l.iet amuiig at two objectives. Fir.st, 
he was neutialisnig the anti-Maratha 
I eel mgs that h.id been aroused hy the 
emeigeiice ol the sugar co-operatives 
(owned and managc*d hy the Marathas) 
and hy the domination of the' Maratha 
caste- elites in politics and government: 
inde -cl. with Naik’s help he has since 
•leen able to widen the ba.se of the 
Congress. Secondly, he was .seeing to 
il that, while he was away at the Cen- 
tie, the othfi Maratha politicians 
would not get an easy lead over him 
within the State. 

Naik’s tenure of office has struck at 


the base of the other x>ohti(atl parties in 
the State — such as the Peasants and 
Workers Party, the PSP, the SSP, and 
the two Communist parties. The mass 
lollowing of these iiarties, which gene¬ 
rally consisted of the non-Brahmin-non- 
Maratha castes in the cities and in the 
villages, has since found scope for arti¬ 
culation of their a.s'pirations and urge.s 
in the Congress under V P Naik. It 
was Naik who succes-sfully attracted die 
KPI leadership and Harijan mass to the 
Congress in the State. It is well known 
that the post-Ambeclkar Harijan lead- 
eis had never trusted the Marathas, in¬ 
cluding Y B Chavan, lor historical rea¬ 
sons. The move tow'ards the Congress, 
III pielcience to the Lelt parlies, was, 
no (loul)t, hc-lped hy the fact that the 
Congress was the ruling party. What 
tacilitatcd the process further is the fact 
that, while Chavan was the fiist to act 
on his insight, there is now wider re¬ 
cognition of the new i eciuirc-ments even 
among other Maratha leaders, like S B 
Chavan, R A Patil, and 'Va.s-antrao Patil 
(PCC Chief), that the non-Brahmin- 
non-Maratha castes will have to lie 
given incieasing representation in the 
Legislature, in the Coverninent, and in 
the Party il the Congr<‘ss is to hold to¬ 
gether on its own and return to power 
III the State in 1972. 

It is therelore expected that 1972 will 
w'iliii'ss many changes in the compoSi- 
lioii ol the Congress in the Legislature 
as well as in the Government. The mas- 
sivr’ siijiport the non-Brahinin-non- 
Muratlia castes gave Congress(H) in the 
recent laik Sahlui elr-elioiis. w'ill make 
these castes expect a gi eater say in 
Coveruuieiit and in the Legislatuie in 
1972. 

The change in the easte-halance in 
liolities is also lellecteil elsewhere. The 
leason why Coiigress(O) could not make 
much hearlway was that its leadership 
belongs to the lieh Maiuthu caste pea¬ 
sants Ol to the Marwaris. The Jan 
Sangh too failed to strike roots in Maha¬ 
rashtra because il has h<‘en too identi¬ 
fied with the Brahmins and the Banias, 
and it has made the further mistake ol 
helaU'dIy propping up Marathas as 
leadeis ol the State iiaily. 

That the caste eonsuleration has ceas¬ 
ed to operate with its ohi a.ssuranee on 
tlie vs’ider State scene in the eonti’xt of 
the changing iJolitical atmosphere is 
evident irom the events that followed 
D S (alias Balasaheh) Desai’s resigna¬ 
tion. Dc.sai, known tor his casteist out¬ 
look, had always resented the rise of 
Naik to the Chief Ministership. He tried 
to whip up Maratha caste feelings in 
the Legislature Party against the Chief 
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Twenty years ago, NRC came to Mohone 
as a trespasser from another world. Mohone 
was forest land with a few village huts. 
Then as the location of the NRC complp 
of industries, Mohone was stirred from its 
long yawn of centuries to be catapulted into 
turbulent industrial life. Today, Mohone 
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is the throbbing NRC township housing 
8000 people, with hospital, school, play¬ 
grounds and gardens, and contributing ‘in 
good measure to India’s economic growth 
as well. 

Sometimes a giant is made out of a forgotten 
little mole-hill. 
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Minister and to throw him out ni 
power, but in vain, even though he was 
helpM by prominent leaders of the 
Peasants and Workers Party. In fact, 
Desai’s attempts were foiled by no 
lesser Marathas than PCC Chief, Va- 
santrao Patil, and by Y B Chavan — 
for, they thought that any move to re¬ 
move Naik from the Chief Minister- 
ship would be resented by the non- 
Maratha castes. Naik’s acceptance of 
Desai’s resignation thus had the support 
of Chavan and Patil. Even in the highly 
Maratha city of Kolhapur, Desai failed 
to organise a Kolhapur Bandh in sym¬ 
pathy for his exit from Government. 

Another signiGcant development is 
that many Maratha politicians in the 
Congress no longer ojrenly associate 
\^th the caste conference. S B Chavan, 
B A. Patil, B J Khatal, and other poli¬ 
ticians. did not attend the all-India 
Maratha Conference held in Bombay in 
1969. Though Y B Chavan inaugurat¬ 
ed the conference, Balasahcb Desai was 
the main spirit behind it. The change in 
reaction, among Maratha politicians, 
trfvvaid a caste conf<‘renee may indeed 
betoken the pressures towards secular 
politics. 

It is an interesting aside that, while 
the Congress is trying consciou!.ly to 
get out of its .sectarian uit, the PWP, 
which has always had a strong si'Ctarian 
bias, is losing credibility. PWP is losing 
ground not lor any lack of iileological 
clarity, but because of its undercover 
Maratha sectarianism in the rural are.is. 
PWP was formed by a large section of 
Mahaiashtia Congressmen, led by 
Keshavrao Jedhe, Shankarrao More, etc 
— all ol them Maratha-caste leaders. It 
was lonncd mainly as a piotest against 
Riahmin domination (notably of the 
Deos, Deogiiikais, Kheis and Cadgils) 
in the Maharashtra Congress. Since tlie 
Mafiara'-htra Congress consi.sted of “Shet- 
ji.s” and “Bhatji.s” (capitalists and Biali- 
inins) ami was susirected ol “pio- 
capitulist" leanings, PWP automatically 
acquired a “progiessive” Marxist veneer. 
But with the disappeaianci' of the 
Brahmins fiom the Congress, and with 
the a.scendancy ol Chavan ami other 
Marathas in the Maharashtra (Congress, 
the whole Mar.xist front of the PWl’ 
collapsed, and most Maratha leaders in 
the PWP like Y J Mohite, D R Chavan, 
and hundreds of their followers, joined 
the Congress. The. same change-over 
occurred in Maharashtra’s Communist 
Party over the same period. CPI in 
Maharashtra had a strong base in certain 
districts, with eihicated Maratha youths 
manning the party ofLues and spreading 
the message of communism in the coun¬ 


tryside. But again, the Maratha caste 
Communist youth was succe.ssfully 
persuaded by Y B Chavan to give up 
the Communist Party and join the 
Congress. 


THE Annual ('onference of the Busi¬ 
ness Economists’ CJroup, held in Bom¬ 
bay on Apiil 8 and 9, was a marked 
improvement on the previous se.ssion in 
D<ilhi. The ‘dismal economists’ showed 
that theu’ was some life in them, some 
reason for their existence. The confe¬ 
rence consisted cd two sessions devoted 
to economic ioreeasting and one to the 
iion and steel imlnstiy. 

In the first session P K Sundcrasan, 
an economist iroiii Esso, talked about 
thi- methods used by him to forecast 
CNP and industrial production. His 
piowdure stalls off by generating tore- 
casts of ugriciiltiiial proclnetion and im¬ 
ports of industrial raw mateiials. These 
loreeasts aie line.ir time trend projec¬ 
tions modified b\ ‘judgment’. A pro- 
poition of non-food agrieultiiial jjiodiic- 
fion and impoits oi industrial raw ma¬ 
terials aie defined as inputs into the 
second.uy .seetoi Iroin outsidi' it. The 
output ol the secondary .sectoi is loie- 
lasl lid an allegedly piedictable latio 
between tins output and tlie inputs de¬ 
fined eailier. 'I'lie output of Ihe tertia- 
ly sector is tieated as a residual. CNP 
IS forecast via a regression equation 
linking it to two ol its eoii.stituents — 
Ihe outputs of the primuiy and seeon- 
dai\ sectois. Inllation is ion cast rid 
a multiple regression equation which 
the aiitfior alleges lefleels the toices ol 
aggii-gate deinami and su]i])l>. This is 
iiiilik' ly III view ol the tact that the le- 
giessioii lo-clliciciil again.st impoits is 
positive anil that against cxiiorts ne¬ 
gative. The 1 - (piesnmably unadjusted) 
ol this H'giession Lalciilated on the b.i- 
sis ol obseivalions and involving 6 
md iiendent vaiiables, is reported as 
99298952. 

Smmi-TriiM Pohki.x-s iinc 

The discussion centred around the 
laiily simple as-nmptions und<‘rlying the 
method. The b.isic assumption that in 
the shoit run the availability ol mate¬ 
rial inputs ditennint'S secondary sectoi 
output is not implausible. The details 
abjut how matiTial inputs into the sec¬ 
tor are defined, the relalionshiii between 
these and output, the regressions used 
to estimate CNP and inflation, are not 


The Congress in Maharashtra has thus 
shown a flexibility which may make it 
difficult for the Opposition parties to pull 
the carpet of power from under its feet 
loi seveial years to come. 


eqiKilly plausible. But this is neither 
here nor theie. Ultimately the test of 
any loieeastiiig iirocedure is whether 
it works. Unfortunately neither the au¬ 
thor nor the discussants felt that this 
w as nniiortaiit i-rioiigh to warrant at¬ 
tention. 

.Siindeiasan also presented specific 
forecasts suggesting that the economy 
will grow at around 5 per cent over 
1971-72. Since we do not know how 
reliable hi.s forecasting mechanism is, 
it is diificnlt to assess the usefulness of 
this forecast. 

’Phe other ,se.ssion on ioieeasting was 
devoted to a progress report by Samuel 
I^aiil and C Rangarajan of the Ahme- 
(labad HM on theii US AID sponsor¬ 
ed jirojeet on short-term forecasting. 
Paid talked about the use of anticipa¬ 
tory data (investment intentions, orders 
for eaintal goods, etc) to generate fore¬ 
casts of aggregate investment. Unfor¬ 
tunately the results of the research so 
1.11 are not encouraging. There was 
some doubt about tile usefulness of 
ioiee.asts of aggrcgati- investment W'hich 
have wide margins of error and which, 
like most forecasts based on the use of 
anticipators data, refer only to the next 
time pi’riod. Rangarajan talked about 
Ins W'ork on the use ol data on capital 
consents, sanctions and disliiirsemeilts 
by finaiK'ial institutions, etc, lor foie- 
easting investment. 

The second session was devoted to a 
liapiM on the iron and steel industry by 
Hiteii Bh.isa of Hindustan Steel. Bhaya 
was Very aiiologetie aliout the fact that 
he is not an economist. He need not 
have been. It anything it was refresh¬ 
ing to hear the view's of someone ucti- 
vel> involved in the management of in- 
dii.stry. The ii.n>er coneernc'd itself lar¬ 
gely with the financial los.ses suffered by 
HSI, and the related question of the 
steel pricing policy. 

There is a lot ol loose thinking about 
the financial losses suffered by IISL. 
One sen.sed that Bhaya and most of the 
participants in the discussion felt tliat 
the tailiire ol IISL to make financial 
profits is a had sign. In this connection 
thri'c ri-lated but distinct questions 
must be recognised: 


Obsession with Financial Losses 

(From a Special Correspondent) 
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(i) Is HSL ellicii-Titly 11111? 

(li) Was- invcstiMcnt in IISL ‘jiisfi- 

fi('<r? 

(in') Should we continm- to invi-st in 

m-vv stool plants'? 

Tho answiT to tho fiist <|00stion will 
tlopond on how olfioiontly IISL iisos 
niatorial inputs liko coko and iron-oro, 
how many skdiod ami uiiskillotl lahoin- 
ors it has po; unit oi output, whothoi 
its invciiloiii-s .110 uuiiooossaiily hii;h, 
whothoi its pimhulivo ca|)aoity is lull> 
utiluoil 01 not and so on Assiiuuii)' 
that tin- iiiarKiiial social valiio ol stool is 
novel li-ss than tho niaiKinal variahlo 
cost ol piodmiiiu it, I I.SL can ho said to 
lie SMukiiijf ollioiontly il it iiinctions at 
lull oap.icits and iiiininiiini vaiialilo 
cost with iiiputs valued at aiipioiin.ifo 
shadow piioo'. This is tiui* ovoii it iiitiikei 
piioos an- such that JISL iiiaki-s losses 
The historical cost oi IlSI/s capital 
ei|uipiuont is iiiolcvaiit to this judKinent 
Miico this eaiutal oqiiipineiit cannot he 
used loi auythiiij; else. Ellicioiicy has to 
ho jiid.i'od with iospo<t to thlliKS which 
we can choose. 

I-’,i-n(U'\i ltsi- or Isi'iirs 

From Hhaya's paiioi anil siihsoquoiit 
roiiiaiks it was cloai that IISI, is rea.son- 
ahly ollioK'iit in its use ol iiiatoiial 111- 
piils and skilled lahoiir. There was a 
siiKHoslioii that its iiiventoiii-s are highoi 
than tlioy need to he. Ilovvovor its real 
iailuio lies in its total luahility to I unc¬ 
tion anvwhoio near lull oapaoity. One 
lolt that Hhasa and tho discussants 
should have piiisuod this xuohloiii tur- 
tlioi. il.SL niauauoiiieiit eannot do ariy- 
tliiiu; ahoiit tho hiyh hook-valiio oi its 
iiipilal oituqiinont. It can do soinothiiut 
ahoiit o\i OSS oapaoity. 

The losses iiiado hy I LSI, nia\ ho ro- 
lovaiit III judmiiK whothoi invostin- iit in 
IISI , w.is jMsIiiictl and whothoi now 
'■tool plants should ho .sot up. But 
ovoii hole tho financial losses are rolo- 
vaiit oiih il the inonoy piieo loioived hy 
ll.SI, loi its oiifiuit is a.ssuinod to rofloet 
tho tiiio v.iliio ol stool iiioduotion to the 
eeoiioiiis Siiiio tho o\-W'oiks piieo ol 
stool has loiidod to ho holow the e i 1 
inipoit jirico, this is hinliK unlikely. 

Iloiieo all thiuits coiisidoiod tho ohsos- 
sivo eoneoiii with the liiiaiicial losses sut- 
leti d hy IISL is iiiiloituii.ito. Tho v.iri- 
ous siu'Costioiis niado h\ Bhava ami 
olheis wore niisi;uidod. Writini; ilown 
tho hook value ol capital <-quij)ni; nt. al- 
toriii)' doht-i'quity ratios and othi-i smh 
hits of financial (ufiglorv are unnecessary 
oseopt lor the purposes of puhlie rela¬ 
tions. Equally, if Bhaya’s suggestion 
that steel prices should he rai.sed is ae- 
e,‘plotl it iiuist ho on grounds other than 


the iii-ed to reduce the lo.sses of HSL. 
Of coin so a logical consi’quence of this 
view is that the Planning Coininissioii 
must not insist that HSL earn 10 per 
cent on Its capital. After investment has 
taken place, summary statistics like the 
late of return, must he used as control 
variahles only if the heterogeneity of 
output pievonts us from judging directly 
how eifieiently physical capital is being 
u oil. 

llowevei, the.se criticisms must not 
detract ironi the fact that Bhaya’s jiapor 
and tho discussions that followed w'ore 
both vciy inlerosting. 

THE FOURTH ESTATE 


NO one reading Indian newspapers 
these days can lail to be iinpre.sscd by 
till' passion that the Press so obviously 
brings to hoar on the “reporting” of the 
upheaval in East Bengal. A cause has 
hoon lound, it seems, to camiiaign for 
without lour or inhibitions. And no 
liolds aie bailed in the good fight, llow- 
ovoi that IS thi- best that can bo said 
ol tho jieriorinance so far, foi though 
a low ontorprising repoiters have ma¬ 
naged to cioss the border and w'lite ae- 
eounls ol what they have actually si-en 
ami lieaid in Bangla Desh much of tho 
iiiioriuation that is daily doled out from 
this side ol tho bordei has to he re¬ 
garded as little more than hearsay 01 
plain gossi]!. To some extent at least, 
this W.IS piohahly unavoidahle as no 
Indian newsman had been allowed in¬ 
side Pakistan altei 19B5 and all other 
loieigii lopoiters were hiindled out of 
East Bengal with the veiy first hark of 
ahya Khan’s guns. Newspapers, again, 
aie not aiithentioatod recirds ol history, 
.uid e,\aggeiation, which is not iinisiiu- 
nion oven in text-hooks of history, must 
ho expoeted. Yet it may bo worthwhile 
pondering il tho Press is justified in 
.S(|uandeting away its not unde.servod 
loputatioii loi eiedibility hy giving ciu- 
lency to too many rumours. 

Eilitoiial w'l-itiTS hav<> been only a 
shade loss impetuous in iiii-king up 
gossip. Some ol them, for <-xample, 
seem to have accepted the resolution 
pas.sod by the Indian Parliament as 
xvell as reports ol the constitution of a 
provisional govorninent of Bangla Desh 
both as equally self-tivident facts on 
which to base their comments. The 


The next session of the Business Eco¬ 
nomists’ Croup is to be held in Calcutta. 
Besides the usual sessions on forecasting 
and on .some industry, the group also 
hopes to devote a session to urban de- 
veloimii lit. This xvill no doubt be very 
interesting. One wishes, however, that 
the business economists do more to ex¬ 
ploit their comparative advantugi' 
which lies in their special knowledge 
of how businesses function in India — 
how investment decisions are made, 
how lahoiii relations are managed, how 
credit policy affects operations, and so 
on. 


fai'tual uncertainty about thi- xvheie- 
aboiits ol Sheikh Miijibur Rahman does 
not seem to have deterred some of them 
Irom identifying him as the head of the 
provisional government, as Tribune, for 
example, did. 'What .seems to be le- 
markahlc about editorial conmients ge¬ 
nerally on the events in East Bengal is, 
not so much theii accuracy or jiioh-s- 
sionul brilliance as the depth of feeling 
they have reffected for the cause ol 
Bengali sell-detennmation and univer¬ 
sal revulsion against the carnage of in¬ 
nocents committi'il hy Pakistan’s armed 
loiei's. “It is ... a niaeabre tragedy of 
ruthless suppre.ssioii, genocide and mas¬ 
sacre ol unarmed and deieneeless peo¬ 
ple that is being enacted across the 
hoidei”, as Ilindmian Times wrote. “The 
xvorld must be made aware hy j-veiy 
means possible of xx'hat is happening in 
Bangla Desh. . . . The tyiants xvill he 
pursued hv theii teriihle criiiie before 
humanity." 

Dr, All CoN.SC’IENCE.S? 

Words such as “genocide”, “barbar¬ 
ous”, “ruthless” and “reign of terror” 
lecurred in cimiments. “The xvorld is 
not dead'?” asked the National Herald 
rhetoiically. "The biggest genocide, 
probably the biggest since Attila and 
till' (Joths, has been taking place, but 
th<' xvorlil seems to pretend not to know 
it”, it stated. “It cannot be that the 
Christian conscience which was upset hy 
the 1956 events in Hungary, that the 
Communist conscience which was so 
up.set by the events in Guatemala, that 
the Buddhist conscience in Ceylon and 


A Time for Passion 

Nireekshak 
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Burtna or that the Islamic conscience 
among the Arabs of West Asia is not 
at'all upset over what is happening in 
Bangla Desh. [Yet] is it to l)e left to 
India alone, situated as she is, to take 
whatever risks are to be taken. . 

The Statesman discerned an “area of 
daikness” in th(! failuie ol the United 
Nations to organise rebel (or the vic¬ 
tims oi th<- hoioeaust in East Bengal. 
It also took note of th<* “cynical” ap¬ 
proach of the Soviet Union, the United 
States and China to the human suffer¬ 
ing in East Bengal. “H Washington 
and Moscow wish still to profess their 
concc-in loi humanity and peace with 
,iny degree ol credibility”, the paper ar¬ 
gued, “tlvv must do whatever they 
can to make Islamabad sec reason. And 
lesson'can only dictate an iiimi'diate 
* tVriiniiatiou ol military icpiession and a 
lecognition of the fact of East Bengal's 
di.stnutiv<' identity. Whethci this could 
iiieaii iiulependence or autonouiy can 
be decided only aftiT an end to the 
piesent bloodshed. ” 

One comment differed Irom another 
only III the choici- of woids iiseil to ex- 
piess the horroi at the killings and ad- 
iniiatioii tor the “lieedom fighters”. It 
'vill III,! be .said that the I’li’ss tailed 
to stand by the oppie.s.sed people ot 
East Beug.ll oi to cany their voice to 
the woild, howiver tactually inaccuiate 
.some ot its .assesiments ot the political 
and niilitaiy situation inside Bangla 
Oesh may have been. Indeed, it m.ay 
be said that the Press has led and 
hcliicd rouse national opinion, as sub- 
.s<‘f|iienlly reflected in Parliament, as well 
as contributed to the world’s understand- 
iiig ol the magnitude of the tiagedy in 
East Bengal. It prov<-d, abo, to be one 
(it those laie occasions when the Press 


self and bis esteemed colleagues of the the bandwagon, the outcome of the.se 

Syndicate." In all the three States efforts is not hard to forese*', though the 

where Congress(O) Ministries had fal- d<-grec of resistance to the onslaught 

len, commented the Deccan llcraUI, may differ Iroin State to Stale.” 

“there is evident scope lor the Con- 

gre.s.s(U) to loriii Ministries though whe- Poi,ic.i-; Ha/? 

tber it should lonn one in each of these vV'est Bengal was aiiothei State which 
States i.s a different (/uestion.” Acmid- i,,.],] o,,. spotlight. When, with the lor- 

ing to it. “no Ministry in any of these „| jj,,. ]_),.„,„t.,alic Coalition, a 

States can be loiiiied without the sup- Miiiisliy appeared to be in the 

port oi flat-looted floor-crossers. and ,l„. j\„„ita Bazar Valtiku noted 

though to a limited extent they [the satislaetion. But 

lloor-cros.ser.sJ may be said to have pei- ,/ (jmek also to wain Ajoy Miikher- 
formed a piogressive role, the fact ol j,incoming “third Mhii.stry” that it 

their having delected only alter the going to “inherit a worse legacy ” 

election results were announced sug- t|,an (.y,.,, , 1 ^. ■•|,,,(| which the 

gests that the motivation was expedi- advisoiy legiiiie had iiiheiiti'd from the 

ency and not principle, and no picini- United Eionl Government. And "no 

urn most be put on expedience”. In Government, whatever be its ideology 

its view, the right course i.s to go to piogramiiie, can dehvei the goods if 
the polls fielding the right type of adinniistration is a corroded one with 

candidates dedicated to the party s ^y||) p, woik". Latei, commenliiig on 

ideals and get a mandate...”. Ajoy Miikheijee's pledge to ensure safe- 

The Hindu, as might have Ikvii ix- ty and security in the State, the llin- 

pected, lomid nothing "progressive” in iluslaii Slandard said '“peace isn't 

the defections. “The landslide victoiy enough”. Cnrbiug violence was not 

ol Mrs Candhi’s Congress in the rec'iit and end in itseli and no wiong notions 

I.ok Sabba poll”, it ponderou.sly pro- should be created that a jiohce laj w.is 

claimed, “has set in motion another going to be installed in the State. “It 

W'avc of political instability in mans should be the ('iideavoin ol the thiid 

States, just as the great split in the old Mnnstis he.ided by Mi .A)oy Mukliei- 

(kmgre.ss Party did earliei. It is haidly )ee“, the papei lemaiked, “to make 

surprising that the Congiess(H) seeks to lile woith living loi the lowly anil the 

cash in on its po/iiilarity .it present by dowiitioddeii. On its success will ile- 

lelentlessly pressing on the eistwhile pend nol onlv the Goveinmeiit's survi- 

citadcls ol its rival. And with many of val but also that ol the deniociatic 

our politicians only too eagei to get on oitlei in the State.” 


SUBSCRIPTION RATES 


spoke with one voice, finding spontan- 
eous»unity in a full-thioatcd condemna¬ 
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some minor upheavals which go 
by the name of “toppling” had been 
going on apace in some Indian States. 
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was “defection by instalments in Guja¬ 
rat and elsewhere”, it said, “with the Two years Rs 45 Three years Rs 65 

traffic strictly one way”. The shock of 

the general elecMon, the paper reason- Concessional Rates Are Not Applicable to Institutions 

ed, had been so great that the dominoes 
fiad begun to fall. “No wonder that Mr 
S K Patil advocates vanaprasta for him- 
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REVIEWS 


Status and Flatus 

Evelyn Wood 

Homo Hierarchicus by Louis Dumont; Gallimard, Paris, 1966; pp 445; 
Maps and Charts; Francs 32. 


A Nlt;E coiicoi(lance is ohlainctl by thi; 
publication of llic lalcsl, and most com¬ 
plete sludy of tlic tiaditmnal hierarchy 
in India l)y I.oiii.s Dumont and the 
present political imbio^tbo, which will 
nift cniininatc with the 1971 Elec¬ 
tions. 

This is the fiist occasion when a social 
anihiopoloKisI has made a systematic 
efloit to study Vdititi, caste, iati and 
potra (treated by him as clan systems) 
in interactiiiK lorms ol hierarchy. His 
method is by analysis of the document¬ 
ation and of the observed action — 
which are compared in parallel, each of 
the four systems separately; and then 
by re-synthesis, to reveal a workinj' 
model — oi rather a very large number 
of diifeicnt working models — with the 
changing leasoning or rationalisation 
which has supported them through the 
centmies. 

Doubtless it will be four oi five gene¬ 
rations set before the four elements 
of Hindu societies are ironed out of 
the famiK and individual struetmes ol 
behaviour. In the mean tim(“, it looks 


as i( Iiidi.ins (not only llindu.s) are in 
lor a period of merry hell, part of which 
will be caused by the decay of the use¬ 
ful — and accommodating — system 
which has maintain(‘d the social unities 
in the coiintiy foi so many centuries. 

Two major errors were made in the 
fiist scries of Plans, with regard to social 
organi.satioii. The fiist was a negative 
eiior: the piddling amounts allotted to 
education, which of course was the 
prime need in a country embarking on 
accelerated development for transforma¬ 
tion into an Industrial Civilisation. The 
second, positive, error was the election 
of the bastard organisation called (even- 
tiialls) Community Development, Ptin- 
rhaijati Haj. Co-micrutivcs Ministry, 
with which was fused the National Ex¬ 
tension .Service. Even il this omnium 
I'tit/irniiii had been headed by Mann, 
I’lalo, Asoka, Akbai and Vinoba Bhavc, 
it could not have produced anything 
but chaos dining the past 20 years. In 
jiiineiplc, it seems pietty silly to claim 
the ability to teach the yieasants, who 
have ki'pt India’s social unity going for 


nearly 3,000 years, how to organise their 
societii's (communities, if you like), and 
how to play politics. Social Education, 
indeed! Why not a course on teaching 
grandinothers to suck eggs? 

India is in a flux of very intense and 
extensive changes. The economic stresses 
of too many people and too little land 
may be paramount; but the attempt to 
mitigate these by raising technology to 
high levels very ciuickly is the factor 
which causes social, political and cul¬ 
tural changes — especially among the 
working classes, and most of all among 
the peasants. Yes, the Punjab can take 
it, hut consider the disciplined foreign 
expel lence which has seeired back int'O 
Punjab villages.* ^ 

Louis Dumont is not a predictor. He 
has drawn on others’ research and ex- 
peiieiice. He comes from a country 
in which the iiopulation is still consider¬ 
ably peasant. But he is a man with 
an expert knowledge of people in their 
social forms. Thi'rc aie not many such 
people in India. The late Irawati Karve 
was pel haps the most distinguished on 

• MS Randhawa and Prem Nath: 
“Fanners of India’’, Volume I, 
Punjab Himachal Pradesh, Jammu 
and Kashmir, Indian Council of 
Agiicultural Research, 1959; 304 
pp; Ilhi.strated, Glossary, and In¬ 
dex; Hs 14. 


WE WILL ASSIST 
YOU WITH MONEY 


We are all out to help the self-employed with 
ambition and drive. You may be a Technician or an 
Artisan, you can count upon-our financiai assistance 
for starting, improving or expanding your trade or 
business. We have Loan Assistance Schemes for 
others like Farmers. Transport Operetors, Small* 
Scale Industrialists. Make sure that you take advan* 
tage of our various Loan Schemes and improve 
your trade or profession. 

Contact the nearest Branch of the Bank for details. 
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this topic, though M N Srinivas runs 
her close. But this knowledge is simply 
not possessed, or even regarded as seri¬ 
ous, by the politicians who have created 
and can yet create muddles like the 
Ministry I mentioned earlier. 

Yet we liave sociologists and anthro¬ 
pologists in the service of the Union 
Government. Many of them have been 
patient investigators in the Programme 
Evaluation Organisation of the Planning 
Commi.ssion. Others have served in the 
many institutes of research, training, and 
in advi.sory capacities as created by the 
Government of India to help its Minis¬ 
tries. But when has their advice been 
taken? 

This is a political question, with 
M^ich. I am not competent to deal. I 
pnly know a few cases besides those of 
the'PEO, whose recommendations were 
con.sistently turned down — usually on 
the pret<!xt that “it’s too late now...”. 
Other, more distinguished, investigators 
on these socio-econorao-technological 
aspects of development have presented 
p^ers to Associations outside the offi¬ 
cial orbit; and these, too, have received 
the usual compliments, but with no 
action taken by the Ministry concerned. 
As a political layman, T ask Why? 


THIS book was submitted as a master’s 
paper in Political Science at the Univer¬ 
sity of Chicago. It contains a study of 
Indian Workers’ Associations which 
have been formed wherever Punjabis 
have settled in Britain. A distinctive 
feature of the IWAs is their democratic 
constitution. There are periodic elec¬ 
tions. The leaders come from the rank 
and file and are not middle-class pro¬ 
fessionals separated from the rest of the 
immigrants by differences in education 
or income. 

This has led many British sympathis¬ 
ers to expect the IWA ofiBcers to play 
an important role in helping the immi¬ 
grants to adjust to British life. The 
iJeal immigrant leader (as quoted from 
Eisenstadl’s “Absorbtion of Immigrants”) 
is one who wishes: “to perform definite 
roles within his group and to combine 
these roles with their roles related to 
.^the absorbing society...he becomes by 
his very nature a channel of communi¬ 
cation with the wider society, its values 


Dumont’s principal concern with the 
human subjects of his study is typically 
French. He tries to see all the fields 
of thought from the religious to the 
economic in terms of power. His ten¬ 
tative conclu.sion is that the Hindu 
system of social etc organisation has 
invariably tried to ensiue that power 
was assigned amongst those who could 
use it for the benefit of the social entity 
conct;nied, as a whole. 

This principle is a great tribute to 
the Indian past from a Frenchman. In 
fact, I would say that it is as great a 
tribute as was paid to democracy in 
America by Alexis de Tocqueville. But 
tributes do not seem to affect politicians; 
and we arc left with a very acute 
dilemma. If, as Dumont says, power 
resided with u number of persons — 
especially, of course, the balance bet¬ 
ween the twiee-born varnas — how has 
it suddenly switched to a hierachy 
which has a very distinct and sharp 
single apex? 

Why, in fact, has the entire socio¬ 
cultural pattern of life in India been 
thrown overboard? And what has India 
obtained from the vasty deep to replace 
that 3000-year-old unity? 


and .symbols...’’. The author wished to 
discover how far the IWA office-bearers 
can fulfil this lole and w'hethcr the ex¬ 
pectations of British sympathisers were 
not too optimistic. 

Two basic concepts are taken from 
Eisen.stadt. They arc adaptation and 
acceptance. Adaptation involves a re¬ 
socialisation of immigrants influenced 
by their friends, workmates and most 
importantly, the leaders. Both the mani¬ 
fest and latent functions should be 
considered. Acceptance refers to change 
in the attitudes of the hosts towards 
the immigrants and covers both favour¬ 
able and unfavourable reactions. The 
.,ame data can throw light on the lead¬ 
ers’ effectiveness in influencing accept¬ 
ance and adaptation. 

The fieldwork consisted in interview¬ 
ing about 100 Punjabis and 45 white 
sy.'nputhisers and was mainly conducted 
in Southhall and Coventry. IWA poli¬ 
tics till very recently show a remarkable 
similarity with village politics in India. 


The immigrants join IWAs and vote 
in elections because their leaders ask 
them to. In the fifties village and kin- 
.ship ties were all-important in the forma¬ 
tion of political alliances. The leaders 
fought elections in order to win and to 
gain prestige within the immigrant com¬ 
munity. Battles were rarely over issues 
as there was a general consensus on 
what the problems facing the immigrant 
community were and how they should 
be tackled. 

The nature of traditional IWA poli¬ 
tics .shows why it is difficult for immi¬ 
grant politicians to be on British spon- 
.sored integration committees and play 
the role of Eisenstadt’s ideal immigrant 
leader. One cannot participate effec¬ 
tively in British political life if the basis 
of one’s political standing is personal 
influence within the immigrant commu¬ 
nity based on village and kinship ties. 
For instance the presence of one such 
immigrant leader in an integration com¬ 
mittee arouses the jealousy of other 
leaders and they withdraw their sup¬ 
port; and in some cases Britons by 
nominating one leader rather than an¬ 
other have found themselves drawn into 
IWA politics. 

Recent years, however, have seen a 
change in style. The immigrant settle¬ 
ments are becoming permanent commu¬ 
nities and individual immigrants are 
becoming increasingly aware of their 
low status in Briti.sh Society. The mono¬ 
poly which the IWAs had of being the 
sole formal associations representing the 
immigrants is being broken down and 
combating racial discrimination has 
become a major is.sue within the com¬ 
munity. I’or tlie future the immigrant 
leaders hav<- two alternatives. They 
can abandon IWA politics and become 
effective .spokesmen on British .spon.sored 
integration cximmittees or they can turn 
militant and mobilise the immigrants. 
Adaptation would in this case mean 
focusing hostility on “racialist” sections 
of the British populace. John thinks that 
the first alternative is more likely. 

John’s book gives a lucid account of 
an important aspect of the life of Indian 
immigrants in England and should he 
very helpful to those to seek to improve 
race relations. His chapters .showing the 
similarity between Indian village poli¬ 
tics and IWA politics should be of help 
to students who may .seek to understand 
the politics of Indian trade unions, for 
instance. The book is an example of 
good social science exposition for its 
clear pre.scntation of hypothesis followed 
by evidence and discussion as to ten- 
ability. 


Indian Immigrants in Britain 

Amit Sen 

Indian Workers’ Associations in Britain by John Dewitt; published for 
the Institute of Race Relations by Oxford University Press, 1969; pp 
xii + 194; 25 sh. 
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SPECIAL ARTICLES 


Estimation of Net National Product from 
Consumer Expenditure Data 

S BasD 

This paper is a follow-up on an earlier study published in 1961. It estimates net national output from 
the expenditure approach for the period 1958-59 to 1968-69. 

As the current estimates are based on data of better quality, coverage and authenticity, they 
are surer estimates of private income and net national product. But the percentage of error cannot be 
categorically stated. 

However, despite the drawbacks owing to the iiature of the basic data utilised, there is striking 
comparative closeness between the net national product series estimated by the National Sample expendi¬ 
ture data and the official national income estimates. The series, therefore, reliably give an idea of the 
general trend. 

fY C Bhatnagar and Girdhar Gopd helped greatly in data collection. But the views expressed are. 
entirely those of the author.] 


IN an earlier paper, ‘Estimation of Net 
National Product from Consumer Ex¬ 
penditure Data’ (The Economic Weekly, 
March 11, 1961, p 447) I had made 
an attempt to estimate India’s net 
national output, at factor cost, from tlie 
expenditure side. I had made use of the 
NSS per capita consumer expenditure 
data to derive the total household ex¬ 
penditure; this was th(!n added to the 
estimates of household savings to arrive 
at “personal income after tax’’. Adding 
to this “personal income after tax": 

(1) personal income taxes; 

(2) corporate retained profits (equat¬ 
ed to corporate savings); and 

(3) corporate taxes, 

for all the years under study, I had 
arrived at “private income at market 
prices”, for the years 1952-53 to 1957-58. 
To this series 1 had added subsidies 
and subtracted indirect taxes etc, to 
get “private income at factor cost”. 
I had then deducted from this set of 
figures of “private income”: 

(1) net private donations from 
abroad ; 

(2) transfer payments; 

(3) national debt interest; and 

(4) earned income from abroad, 

to obtain “income from domestic pro¬ 
duct aceniing to the private sector”. 
This was tlwn added to the “income 
from domestic pioduct accruing to the 
Government", to arrive at the "net 
domestic product at factor cost”. Add¬ 
ing to this the “earned income from 
abroad", we got "net national product 
at factor aist”. 

The present paper is a follow-up on 
the earlier study and estimates net na¬ 
tional output from the expenditure 
approach, for the years 1958-59 to 
1968-69. As our current estimates arc 
based on data of better quality, cover¬ 
age, and authenticity, we are more sure 


of our estimates of private income and 
of net national product for the years 
under study; but we cannot categoric¬ 
ally state the percentage of errors in¬ 
volved in our estimates. Annexure A 
presents our estimates of “private income 
at factor cost” for the years 1958-59 
to 1968-69, and Annexure B furnishes 
the series of “net national product of 
factor cost” for the same years. 

Our main sources of data have been 


NSS consumer expenditure data over 
various rounds, savings estimates pre¬ 
pared by the RBI and CSO, and the 
White Pai>er on National Income for 
various items (subsidies, indirect taxes, 
transfer payments, debt interest, etc). 
Though the various rounds of the NSS 
do not strictly confoim to our financial 
years since mo.st of the rounds cover a 12- 
nionth period, we have attempted to fit 
these as best as possible with the different 


Table 1; Rukal-Uman Bheak-up of Population 

(in millions) 


Year 

Urban 

Rural 

Total 

1958-59 

73.6 

341.8 

415.4 

1959-60 

76.1 

348.3 

424.4 

1960-61 

78.9 

355.0 

433.9 

1961-62 

81.7 

362.3 

444.0 

1962-63 

85.0 

370.6 

455.6 

1963-64 

88.0 

378.5 

466.5 

1964-65 

91.2 

386.7 

477.9 

1965-66 

94.8 

394.8 

489.6 

1966-67 

98.3 

403.5 

501.8 

1967-68 

101.9 

412.4 

514,3 

1968-69 

105.8 

421.3 

527.1 

Table 2: 

Comparative Estimates of Net National Income 





(Rs abja) 


Net National 

Income at Current Prices 


CSO 

Our 

Percentage 

Year 

Estimates 

Estimates 

Difference of 




(3) over (2) 

(1) 

(2) 

(3) 

(4) 

1958-59 

126.0 

127.6 

(+) 

1.3 

1959-60 

129.5 

132.5 

(+' 

2.3 

1960-61 

132.9 

143.6 


8.1 

1961-62 

140.5 

152.7 

(+ 

8.4 

1962-63 

148.7 

159.3* 

( + 

7.1 

1963-64 

170.9 

175.7 

( + 

2.8 

1964-65 

200.6 

206.3 

( + 

2.8 

1965-66 

206.2 

224.9* 

(+ 

9.1 

1966-87 

230.2(P) 

241.3* 

(+ 

2.2 

1967-68 

283.6{P) 

283.9 

(+ 

0.1 

1968-69 

285.8(P) 

292.6* 

+ 

2.4 


Note-.(P) Provisional • To be revised. 
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Table 3: Net Nationai, Phodoct at Facto* Cost at Cubrent Pncss 

—————— 

1952-53 1953-54 1954-55 1955-56 1956-57 1957-58 


CSO’s esHmates 98.2 104.8 96.1 99.8 113.1 113.9 

Ours . 99.4 93.8 77.6 84.9 90.7 96.7 

Percentage diffensnce 
between our estimate 

and CSO’s (-I-) 1.2 (—) 10.5 (—) 19.3 (—) 14.9 (—) 19.8 (—) 15.1 


financial years from 1958-59 to 1968-69. 
In this process, we find that 1962-63 
was not covered by the NSS consumer 
expenditure study. For this year, we 
have estimated the total household ex¬ 
penditure on the basis of a trend study 
of the estimated household expenditure 
during other years as well as on popula¬ 
tion estimates for the same year. For 

1965- 66 and 1966-67, again, the data 
collected by the NSS on household 
consumer expenditure are not readily 
available, as the relevant data have not 
yet been processed by the ISI. For 
thesi * two years also, we have made the 
best possible estimates of household 
expenditure on the basis of trend stu¬ 
dies. population estimates, and various 
other relevant considerations. Our esti- 
m.ites of private income and net national 
prpduct for these two years would be 
revi.sed when the data collected are 
processed and made available. For 
1968-69, the CSO has not yet furnished 
the detailed accounts of external trans¬ 
actions and of the Covcrnincnt sector; 
conse<)uently, rough estimates of these 
various relevant items have been pre¬ 
pared to arrive at some estimates ol 
national product. Thus 1965-66, 

1966- 67, and 1968-69 estimates of per¬ 
sonal income and net national income 
may be treated as provisional. Official 
savings estimates are available only for 

1960-61 to 1965-66; hence for 1958-59 
and 1959-60 we have utilised RBI 
estimates of savings. For rectmt years, 
we have projected the savings estimates 
on the basis of various related aggre¬ 
gate. When official estimates of sav¬ 
ings are made available for 1986-67 
to 1968-69. our estimates of personal 
income and net national product may 
undergo some changes. However, all 
these revised data are not going to 
affect our estimates significantly, since 
their contribution to net national income 
is not considerable. Further, some 
overcstimation or underestimation on 
our part for some of these items may 
cancel out each other and the resulting 
error may not be significant. 

•For the years under study, the urban- 
rural break-up of the total population 
in India, has been estimated as follows: 

Our population totals tally with 
those used in the compilation of per 
capita official estimates of national in- 
'come. These are adjusted, from the 
official estimates of population as re¬ 


leased by the Registrar General of India, 
to get mid-year population figures and 
to adjust for the territories covered. 
No official estimates of the urban-rural 
break-up of the total population is 
readily available for the years under 
study. Our estimates are based on 
some studies undertaken in CSO and 
other research organisations. The pro¬ 
portion of rural population is thus seen 
to have decreased from 81.8 per cent 
of the total in 1960-61 to 79.9 per 
cent in 1968-69. During this period, 
urban population has gone up by 34.1 
per cent, while rural population went 
up by 18.7 per cent only. 

Table 2 furnishes comparative esti¬ 
mates of net national income, at current 
prices, as estimated above and those pre¬ 
pared by the CSO (official estimates). 
Though it looks a little suspicious, our 
estimate for 1967-68 has almost tallied 
with that of CSO, while for five years 
our estimates are larger than the offi¬ 
cial estimates by some two to three pe.r 
Lent only. However, for 1980-61, 

1961-62, 1962-63, and 1965-66, our 

e.sUmates are significantly higher than 
the CSO estimates. However, of these 
four years, 1962-63 and 1965-66 are 
based on provisional estimates of house¬ 
hold expemliture, and at least oui 
1965-66 estimate will undergo some 
revision when the relevant consumer 
expenditure data are processed by tlie 
ISI. These comp.arisons are interesting. 
In my previous study for 1952-53 to 
1957-58, our estimates of national in¬ 
come were consistently lower than the 
official estimates — the percentage dif¬ 
ference varying between 10..5 per cent 
in 1953-54 to 19.8 per cent in 1956-57, 
(See Table 3). In our present study for 
the later years, national income esti¬ 
mated by the expenditure approach has 
been higher tlian the official estimates, 
though the degree of discrepancy has 
decreased considerably for these years. 

If we utilise the overall national in¬ 
come deflator, the comparative picture 
of the two scries may be shown as 
in Table 4. The percentage difference, 
however, will .-emain the same for both 
tbc series, at current and constant 
prices. The overall deflator moved as 
follows : 

1960- 61 100.00 

1961- 62 102.11 

1962- 63 105.91 

1963- 64 115.16 


1964-65 

126.01 

1965-66 

137.28 

1966-67 

156212 

1967-68 

170.95 

1968-69 

168.71 


Table 5 shows how the total house¬ 
hold expenditure data, as worked out 
from the NSS rounds, compare with the 
official and our estimates of national in¬ 
come. Thus, since 1960-61, our house¬ 
hold expenditure has recorded a decline 
though no consistent trend has been 
noticed from either of the series. On 
an average, we may take some 78 to 
81 per cent of our total national pro¬ 
duct as being spent by the household 
sector, re.st being accounted for by 
government expenditure and capital 
formation. 

To sum up, our current study — 
in spite of all its drawbacks owing to 
the nature of the basic data utilised — 
brings into the picture the excellent 
comparative closeness of the net national 
product series estimated from the NSS 
expenditure data and the official national 
income estimates. Though it is im¬ 
possible to make any categorical state¬ 
ment about the accuracy (or inaccuracy) 
of both or cither of these series of esti¬ 
mates of net national product, arrived 
at by different approaches, they defini¬ 
tely give an idea of the general trend. 
We propose to follow up this with a 
note on the share of urban-rural areas 
in our domestic production, with the 
help of NSS consumer expenditure data 
and other relevant material. 


Table 4: Net National Product at 
1960-61 Pbices 



CSO 

Estimates 

Our 

Estimates 

1960-61 

132.9 

143.6 

1961-62 

137.6 

149.5 

1962-63 

140.4 

150.4 

1963-64 

148.4 

152.6 

1964-65 

159.2 

183.7 

1965-66 

150.2 

163.8 

1966-67 

151.2 (P) 

154.5 

1967-68 

165.9 (P) 

166.1 

1968-69 

169.4 (P) 

173.4 


(P) Provisional 


Tabx.f. 5; Comparative Estimates of 
Total Household Expenditure 


Percentage of National Product 
_ Spent by Households 

Year \s Compared to As Compared to 
t;sO Estimates Our Estimates 


1958-59 

86.3 

85.3 

19,59-60 

85.8 

83.8 

1960-61 

91.1 

84.3 

1961-62 

90.1 

82.9 

1962-63 

86.8 

81.0 

1963-64 

80.5 

78.3 

1964-65 

82.0 

79.7 

1985-86* 

84.9 

77.8 

1966-67* 

80.4 

78.7 

1967-68* 

78.7 

78.6 

1968-69* 

80.0 

78.1 


Provisional 


831 
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uslim Leadership and Electoral 

in Hyderabad 

A Pattern of Minority Articulation' 


Politics 

11 


Rasheeduddin Khan 

The reconciWifwrt of mhnoritu with mtionai identity takes many fotmi. In the context 

of Indians plural socu^, in 'which ^xe Uirtg centinuiTy and'Siability of multiple tr^kional cultures makes 
the unified democratic experiment anyhow more complicated, the task of harmonising the particular and 
exclusive demands of minorities with the mtioti’s ^nerdf [processes of change becomes all the more 
perilous. ^ 

If only for this reason d study of minority politics in oil its ramifications acquires a certain primacy 
for construction of relevant hypotheses cf India’s functional policies. 

Of all the'minorities, the Muslims occupy a distinctive place in Indian politics for many reasons: 
because of their proportion in the population which makes them the single biggest minority; because of 
their historical role, cultural contribution, social distinctiveness and urban and semi-urban habitation 
jcontrasted with their present cultural bewilderment, social degeneracy, educational decline and economic 
• bpckwardness; and because of their sense of political despair so unwisely perpetuated by the existence of 
an'exclusivistic nonrsecular, uncreative and inept leadership. 

For a clearer understanding of Indian politics, no less than for a better appreciation of the Muslim 
response to the processes of secularisation and modernisation in India, systematic studies of Muslim poli¬ 
tics under different situations and conditions and in different parts and regions of the country are called 
for. 

This paper studies the traditional leadership situation among Muslims in a major urban political cen¬ 
tre of Muslims, the city of Hyderabad in .Andhra Pradesh. 

The paper has been published in two parts. In this, the second, part the author studies certain major 
aspects of the Muslim problem in Hyderabad and also seeks to suggest a general frametdork for under¬ 
standing communal polarisation. The first part of the article, which appeared last week, examined the 
process of commimal polarisation in Hyderabad city politics in successive elections and discussed tradi¬ 
tional Muslim parties in Hyderabad and their leaderships. 


IV 

Certain Ma{or Aspects of Muslim 
Prpblem in Hyderabad 

(«) Socio-Economic Condition of the 
Mmlifti Community in Hyderabad 

WITH the political demise of the 
Nizam's Dominions of Hyderabad after 
its incorporation in independent India, 
the special privileges, teoda) preroga¬ 
tives and preferehtial treatment enjoyed 
by rfhe Musliih 'elite were also slowly 
liquidated. By 'the application of the 
lagir Abolition - Regulation. J949, the 
entire structure • of feudal domination 
was dismantled.^ The-. 1-1-15 per cent 
Muslim population of., the- defunct 
Hyderabad State, three-quarters of 
which resjided. |p about 9 dozen. urban 
centres aind ,nearly half in the city 
of Hyderabacji ifself, d.epended for its 
livelihood- on six big categories of 
employment, ‘five of which were inex¬ 
tricably linked with the survival of 
the princely Muslim State. 

(i) la^irs, Mansabs and Inams; 

(li) Eiqployment in Government and 
qu^si-Government Departments 
and ‘^Ptablishments — revenue 
offices, civil and judicial offices, 
> police, municipality and city 

improvement board, education 


and university, ecclesiastical 
department, etc; 

(iii) Army, regular and Nizam’s 
‘Irregulars' (fauj-e-be-qaida); 

(ivl Offices df the feudal estates and 
household' establishment of the 

- ^ “ feudal gentry: 

(v) Private service with aristocratic 
families; 

(vi) Professions other than Govern¬ 
ment,service - - lawyers, doctors, 
engineers, industrialists and 
shop-keepers. 

The end of the Nizam’s suzerainty 
was also the death-knell of the domin¬ 
ance of Muslims in those sectors of 
employment in which for generations 
they enjoyed a near-monopoly. The 
migration of the bulk of the profes¬ 
sional, entrepreneurial and bureaucratic 
class of Muslims of Hyderabad to 
Pakistan, abolition of jagirs and land 
reforms, democratisation of Govern¬ 
ment services, abolition of certain 
departments, disbandment of the 
Hyderabad Atmy and Nizam’s Irregul¬ 
ars, retrenchment of private servants 
by the disinherited and impoverished 
aristocrats, elimination of Muslim 
industrialists and big shop-keepers by 
severe competition and also discrimina¬ 
tion, increasing irrelevance of lawyers 


trained in the separate legal system of 
the Asafiahi j-.idiciary and the cumula¬ 
tive effect of all these in terms of 
increase of unemployed and under¬ 
employed Muslims, decline in the pro¬ 
portion of Muslims in educational insti¬ 
tutions, rampant prostitution among 
Muslim women, the phenomenal pro¬ 
portion of Muslims among rickshaw- 
pullers --- all these present a rather 
dismal picture of the sudden and 
adverse change in the socio-economic 
condition of the Muslim population of 
the city of Hyderabad particularly and 
of Telongalna generally.* 

Nk\ii DesnTtrnoN 

An index of the near destitution level 
reached by certain sections of the 
Muslim community in Hyderabad is 
provided by three revealing surveys 
conducted by the Indian Ihstitute of 
Economics., Hyderabad. - The major 
conclusions of a Socio-Economic Sur¬ 
vey of rickshaw drivers in Hyderabad 
City Area (1962), conducted on a 
systematic random purvey basis* are as 
follows: (a) of tflie 16,70S' ^rickshaw 
drivers the proportion of Muslims to 
non-Muslims among owner-drivers is 
9 : 1 and among drivers is 2 ; 1; (b) 
daily hire-wage is between Rs 1.25 to 


^3 
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Alr*lndia offers heavy reductions 
under our Affinity Group Travel 
Scheme. For many sectors, the 
reduction amounts to over Rs. 2000/-. 


artists; clubs like the Lions and the 
Rotary Club, sports associations, 
gymkhanas, choirs, dramatic and 
musical groups etc. 


What is an affinity group? 


Minimum requirements: 


it is an association that has been in 
existence for 6 months prior to travel 
with a common objective or activity 
other than travel. In case of travel to 
the Americas the association must be 
of at least two years standing. 
Examples: Educational institutions like 
schools or colleges of Arts, Music, 
Science, Engineering, Medicine, 
Catering; professional groups like 
associations of lawyers, physicians, 
surgeons, pathologists, teachers. 


If you are a member of any of the above 
affinity groups for a minimum period 
of 6 months prior to travel you may be 
entitled to the reduction. You have to 
travel together throughout your journey 
and your group should not be smaller 
than 15 persons. 

Besides the large reduction under our 
Affinity Group Scheme, Air-India gives 
you that extra something, if you haven't S 
been abroad in the past 3 years. S 

*$ubject to tpproval of all Govts. ^ 
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Table 5 : Urdu-Speaunq Persons in Andhra Pradesh 


Census Year 

Total Number 

Percentage of 

Population 

1941* 

21.87,005 

13.4 

1951*» 

21.33.075 

6.8 

I96lt 

35,53,753 

9 8 


* The figure is for the fomier Nizam’s Dominion of Hyderabad, including Telengana, 
Manthwada and Karnataka areas. The latter two largest regions have been 
merged respectively in Maharashtra and Mysore States, consequent on the 
StaM’ Reorganisation, 1956. It may be noted that for 40 yMts, from 1891 to 
1931 the percentage of Urdu-speMing persons in the Nizam’s Dominion 
oominued to remain constant at 10.4 per cent (p 308, Hyderabad Census. 
1941). Source: Hyderabad Census of 1941. 

** The dgure is for the 9 Telengina and 11 Telugu districts of the former Hyderabad 
and Mrdras States respectively. The figure for the State of Hyderabad which 
was in existence till 1956 was 21,59,214 (11.6 per cent). Source: Census of 
India, 1951 and Statistical Abstract of Andhra Pradesh, 1960. 
t Statistical Abstract of Andhra Pradesh, 1964. The figure cited in Col 4 on page 
30 is wrongly printed as 25,53,753, thereby enormously reducii^ the percentage 
to 7.10 per cent. Addition of the totals for Rural and Urban given on the same 
and following pages reveals the discrepancy. This glaring error is repeated in 
other works like the Andhra Pradesh Almanac, 1968 (Edited by B Subbrayan, 
Madras: The Educational of India, 1967). p 10. 


Rs 2.00, i e, Rs 37.50 to Rs 60.00 per 
mensem and daily earnings vary 
between Rs 2.50 and Rs 5.00, i e, Rs 75 
to Rs 150 per mensem; (c) average size 
of family of the Muslim rickshaw-puller 
is 5-6: (d) literacy ratio at 47 : 32 is 
higher among Muslims than among non- 
Muslims; (e) the occupational pattern of 
Muslims prior to taking to rickshaw¬ 
pulling was as follows: 28.2 per cent ex¬ 
employees in Nizam’s estate, 19.5 per 
cent unemployed. 14.5 per cent casual 
employees, 10.4 per cent skilled work¬ 
ers. 8.7 per cent unskilled workers, 
5.9 per cent retail traders, 14,3 per 
cent others. 

"A Socio-Economic Survey of Street 
Beggars in Hyderabad” (1956) revealed 
that in a total of approximately 5,000 
beggars, the Muslims constituted 48 
per cent — even more than the 
Scheduled Castes. The main reasons 
for 'this high proportion, the Survey 
Team reported, were the ‘Police 
Aotion’, abolition of jagirs, disband¬ 
ment of the regular and irregular 
forces.’" 

“A Socio-Economic Survey of Hut- 
Dwellers of Hyderabad City” (1959), 
also conducted as a randon sample 
survey,** reported that in 21,842 huts, 
67,806 persons constituting 8 per cent 
of the city's population live. While 
58 i)er cent of the hutment-dwellers 
belong to the Scheduled Castes, 24.9 
-.per cent come from Hindu low castes 
and 21 per cent from among the 
Muslims and 1.07 per cent from among 
Christians. The average income of the 
hutment-dwellers was between Rs 
..J9.38 and Rs 45.75 per mensem. About 
10,955 hutment-dwellers were un¬ 
employed, constituting 41.82 per cent 


of the total hut-dwellers. 

Recently, the “Bulletin of the 
Hyderabad Metropolitan Project” stated 
that southern Hyderabad ‘the walled 
city’, where three-quarters of the 
Muslim population lives, is weak in all 
the three measures of urbanisation, i e. 
proportion of working population, 
existence of manufacturing industries 
and commercial activities.’* 

(!i) The Language Problem 

A factor of extraordinary sentimental 
significance that influences the political 
decisions of the Muslims in Hyderabad 
and lies at the very heart of their fear 
of cultural assimilation and their 
apprehensions about their employability 
in Government services and private 
educational institutions is the increas¬ 
ing neglect of their language, Urdu, by 
the State and by cultural and 
educational organisations. Despite the 
shifts and turns in the political life 
of the State, the number of Urdu-speak¬ 
ing people in the twin cities of 
Hyderabad and Secunderabad (and the 
adjoining areas included in the town- 
group) has remained about 4 lakhs in 
the last 20 years. In 1941, there were 
4,19,143 persons constituting 55.5 per 
cent of the population of the town- 
group who regarded Urdu as their 
mother-tongue. In 1961, the number 
of Urdu-speaking people was 4,50,151, 
constituting 35.98 per cent of the 
Hyderabad town-group population. 

In the erstwhile Nizam's Dominion 
of Hyderabad, the total of those who 
gave Urdu as their mother-tongue in 
the 1941 Census was 21,87,005 (13.4 
per cent) and another 22,38.269 listed 
it as their subsidiary language. Thus 
Urdu-knowing persons totalled 44,25,269 


which was 27.1 per cent of the 
total population. As a consequence of 
the Police Action, resulting in the 
migration of many thousands of Urdu¬ 
speaking persons to Pakistan and to 
other parts of India, the total decreased 
so much as to reduce the proportion 
by nearly a half — from 13.4 per cent 
in 1941 to 6.8 per cent in 1951 (Table 
5). In the next decade, however, the 
figure and the proportion increased 
appreciably. 

Biccesr Cui.TimAi, Victim 

The impression is getting confirmed 
that Urdu language has been the single 
biggest cultural victim of the partition 
of the country. In the lifetime of a 
generation that has seen the efferve¬ 
scence of Urdu as a glorious vehicle 
of philosophical thought, of extraordin¬ 
ary imaginative poetry, powerful politi¬ 
cal literature and religious disputations, 
and as a consummate medium of 
higher education in practically all 
branches of learning, and as a language 
of law and administration, this language 
is being relegated to an insignificant 
position in national life and its sources 
of growth and expansion are allowed 
to dry at the very roots. It has been, 
as it were, denationalised and alienated 
from the expanding stream of the cul¬ 
tural life of contemporary India. 
Although it is not ‘the language' of the 
Muslims of India and certainly not only 
their language but also of many others, 
yet a very large number of Muslims in 
Delhi, UP, MP, Rajasthan. Bihar. 
Haryana, Kashmir, Andhra Pradesh and 
Bombay speak Urdu as their mother- 
tongue. In the former Hyderabad State, 
for almost a century it was the official 
language and for decades the medium of 
education, including that of higher edu¬ 
cation. The Constitution recognises Urdu 
as one of the fourteen national langu¬ 
ages, but while (with the exception of 
Sanskrit) all the languages have at least 
one State of their pwn and indeed, 
after the acceptance of the States' 
Reorganisation Report, linguistic 
homogeneity became the first criteria 
of constituting a federating State, Urdu 
is the only living language with no 
State of its own.’* 

Worst still is the deliberate policy 
of refusing it even the place of a 
second regional language in areas where 
a very considerable number -cherish it 
as their mother-tongue. The historic 
petition bearing about 20 takh signa¬ 
tures submitted to the (Urdu-knowing 
and Urdu-admiring) first President of 
India. Rajendra Prasad by (Urdu-speak¬ 
ing and Urdu-loving) 21akir Husain 
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Tablb 6 ; Muslim Reprbsbntaiion m State Legislature and Parliament from Andhra Pradesh 


AFTER THE FouR GENERAL ELECTIONS 



1952 

(Hyderabad State) 


1957 


1962 



1967 


1 

MPs 

MLAs 

2 

MPs 

MLAs 

3 

MPs 

MLAs 

4 

MLCs 

MPs 

MLAs 

5 

MLCs 

Total 

25 

175 

43 

300 

43 

300 

90 

41 

288 

90 

Muslims 

3 

11 

3 

11 

3 

8 

9 

2 

7 

7 

Congress Muslims 

3 

8 

3 

10 

3 

6 

4 

2 

4 

6 

Percentage of Muslims in 

total 

12 

6.3 

7 

3.7 

7 

2.7 

10 

4.8 

2.4 

7.6 

Muslim iiercentage in 

population 

12 

12 

7 

7 

7 

7 

7 

8 

8 

0 

Percentage divergence 

between rows 5 anci 4 

0 

—5.7 

0 

—3.3 

0 

—4.3 


—5.2 

—5.6 - 

-0.4 


(who later became the third President 
of the Republic) in 1954, in his capa¬ 
citor as the President of the All-India 

_,iiman-i-Taraqqi-Urdu, on behalf of 

the l?r?W^s^aking people of India, 
requesting a fair and equitable solution 
of Iheir demand for proper recogni¬ 
tion of Urdu in India, remains even till 
today a petition that is respectfully 
ignored. Communal bigotry, linguistic 
jealbusy and political reaction have 
conspired to deny Urdu the place it 
deserves in the federal polity. This 
continuous inequity towards Urdu and 
the consequent disabling discrimina¬ 
tion against those who speak it have 
become a sore point with the bulk of 
the Urdu-speaking Muslims, like those 
of Hyderabad. 

Many Ramifications 

The problem, though basically one 
of culture, has many ramifications. 
Since the Urdu script is akin to Arabic, 
the non-use of Urdu leads to ignorance 
of the script resulting in difficulty in 
reading the Quran. Most of the religi¬ 
ous treatises of the Ulema for the 
past three centuries and more are 
mostly in Urdu. Indeed the language 
in this sense, together with its rich 
heritage of Muslim philosophy, is one 
of the major ‘Islamic languages’ in the 
world. But it should be remembered 
that the entire corpus of Urdu litera¬ 
ture reflects a value-structure built by 
the fusion of Islam with the cultural 
ethos of India. The slow elimination 
of Urdu, by denying opportunities for 
its normal growth, is taken by a bulk, 
of the Urdu-speaking Muslima as a 
id design’ of the fanatical sections 
of the majority community that is try¬ 
ing to subvert the very foundations of 
an important segment of Muslim cul¬ 
ture in India. It is thus interpreted as 
r proof of cultural persecution of 
the minority. 


However, it may be noted here that 
Andhra Pradesh is probably the only 
State where Urdu enjoys a better legal 
status. Yet its position is not as satis¬ 
factory for purposes of education, 
administration and employment as to 
give confidence to the Urdu-speaking 
people who constitute the second 
largest linguistic group in the State. It 
may also be noted that in Hyderabad 
particularly, and in Andhra Pradesh 
generally, there has been a remarkable 
cordiality between the various language 
groups and indeed Urdu has been 
championed by well known writers of 
Telugu, Marathi, and even Hindi. But 
mere legal recognition of Urdu without 
adequate educational facilities for its 
speakers or if educational facilities are 
available without these being related to 
the employment market, create a 
dilemma in which tom by its desire to 
preserve its language and also earn its 
bread, the whole language community 
perforce might have inevitably to opt 
for ‘bread’ at the expense of its ‘langu¬ 
age’ and thus become unconsciously the 
grave-digger of its own cultural heri¬ 
tage. 

(c) Political Participation 

An obvious conclusion drawn from 
the statistical data available on electo¬ 
ral politics is that Muslim participa¬ 
tion in the State legislature and the 
Parliament is not in keeping with their 
proportion in the total population.” In 
1957, the total valid votes polled by 
the Muslim candidates was 4.57 per 
cent for the State Assembly and 3.91 
per cent for Lok Sabha. In 1962 it 
slightly improved to 5.63 per cent for 
State Assemblies and 5.74 per cent for 
Lok Sabha, but in both the cases it was 
was almost less than half of the pro¬ 
portion of the Muslim population 
in the total population. In 1967 
out of the 3,395 Congress candidates 
standing for the State Assemblies, 


there were only 232 Muslims (6.8 
per cent); similarly there were just 24 
Muslim candidates out of 521 (4.6 pei 
cent) Congress nominees for the Lok 
Sabha. 

Ever since the First General Elec¬ 
tions in 1952, Muslim representation 
in the State legislature and in the 
Parliament from Hyderabad State and 
later from Andhra Pradesh has been 
unsatisfactory. This becomes clear by 
comparing the percentage of Muslims 
among the total representatives with 
the Muslim percentage in the popula¬ 
tion (Table 6). The divergence between 
the proportion of MLAs and the Mus¬ 
lim population has varied between 3.3 
in 1957 and 5.7 in 1952. In 1957 it is 
almost equal to the all-time low of 
1952. While in the first three elections 
there was no divergence between the 
Muslim percentage in population and 
the proportion of MPs from Andhra 
Pradesh, in 1967 even this changed to 
a negative divergence of 3.2. The low 
proportion of Muslim candidates to the 
total number of candidates and the 
high proportion of defeated to winn¬ 
ing candidates is apparent from Table 
7. It is striking that out of a total of 
7 Muslim candidates in the State 
Legislative Assembly, 4 were elected 
from the 9 Assembly seats of the Hy¬ 
derabad city and only 3 from the rest 
of the State (Tables 7 and 8); and out 
of the 4 from Hyderabad, 3 were 
Majlis candidates. This gives an undue 
weight to the community-oriented 
Majlis as the articulator of the demands 
of a bulk of the Muslims, which then 
naturally acquire a negative slant. 

V 

Conclusion: A Framework for 
Understanding Communal 
Polarisatloii 

In a segmentary society like India 
where, while the political institutions 
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Table 7: Muslim 


Electoral Participation in Andhra Pradesh Legislative 
Assembly in 1962 and 1967 


Total Assembly seats 

Total number of candidates contesting 

Total number of Muslim candidates contesting 

Elected Muslim candidates 

Defeated Muslim candidates 


1962 

1967 

300 

288- 

979 

1,067 

45 

41 

(4.5) 

(3.7) 

8‘ 

7' 

(17.5) 

(19.7) 

37* 

34 

(82.5) 

(80.3) 


CongreS'i 6; Majlis 1; CPI 1. 

Congress 8; Majlis 7; CPI 1; Swatantra 1; PSP 1; Socialist 3; Muslim League 1; 
Independent IS. 

Congress 4; Majlis 3. 

Congress 6; Majlis 3; CPI 3; CPM 1; Swatantra 3; Jan Sangh 2; Independent 16. 
Figures in brackets are percentages. 


are ‘democratic’ and the political system, 
by and large, modernised', the social or¬ 
ganisation and sociological environment 
remain ‘traditional’ and ‘pre-democra- 
tic’, the process of nation-building 
passes through, what might be called, 
phases of ‘fission’ and ‘fusion'. While 
these phases of ‘fission’ and ‘fusion’ in 
the short span appear as negations of 
each other, yet in the long-term histo¬ 
rical dimension they acquire a relation¬ 
ship of complementarity and their al¬ 
ternating occurrences are intrinsic in 
the development of a plural polity 
towards political integration. The ‘fis¬ 
sion’ between ‘coherent segments’ 
manifests the existence of mutual dis¬ 
cord necessitated by conflicts of inte¬ 
rests and/or of values; on the other 
hand, ‘fusion’ reflects the possible area 
of agreement and the limits of recon¬ 
ciliation arrived at by them. That the 
two phases have a causal relationship 
is also evident from a close historical 
survey of plural societies. 

In India, a classic plural society, 
these coherent segments include those 
based on communal, caste, regional 
and language identities or a combina¬ 
tion of some or all of them. These 
segments in terms of their political 
role and dimension in national life, 
achieve the stature of sub-national 
units capable of attracting a part of 
the political allegiance of a bulk of the 
people. Community-based segments in 
India — particularly the Hindus and 
the Muslims — cut across regional, 
caste and language identities and ac¬ 
quire in functional politics almost a 
continental dimension. They are of 
course composed of closer-knit region¬ 
al sub-segments, but the point to 
remember is that in their political 
manife.station, they are potent as re¬ 
gional, State, local as well as all-India 
phenomena though in an unequal 
degree, dependent on many factors, 
particularly their numbers and politi¬ 
cal traditions. In this context, the ‘fis¬ 
sion’ and ‘fusion’ of the Hindu and the 
Muslim .segments, especially in the last 
hundred years, is a factor of tremend¬ 
ous significance to the current working 
of federal democratic polity in free 
India. Because, with the possible excep¬ 
tion of the Jatis, and, may be the 
language-groups, no other segment has 
demonstrated a coherence as complete, 
or an identity as zealously protected by 
its votaries, as the communal segments 
in Indian society. 

British Legacy 

The remarkable coherence and ex¬ 
clusive identity of the Hindu and Mus¬ 


lim communal segments are not based 
entirely on the peculiar characteristics 
of communal identities per se or of 
Hindu and Muslim communal identi¬ 
ties in particular. A vitally determining 
factor which conditioned the very 
ethos of current political relationship 
between the Hindus and the Muslims 
as communal segments is the heritage 
of British political history in India. Since 
1857, the inarticulated premise of British 
policy in the governance of India was 
the concept of Hindu-Muslim parity. 
This assumption was reflected conti¬ 
nuously in all the major Parliamentary 
Acts and legislation pertaining to the 
political, constitutional and administra¬ 
tive measures of His Majesty’s Govern¬ 
ment of India. This was particularly 
so since the beginning of the century, 
as exemplified in Lord Curzon’s propo¬ 
sal for the partition of Bengal and the 
Minto-Morley Reforms Act of 1905. 
Tendencies of political separation 
among the two communities that were 
latent and incoherent in the pre-British 
period, were accentuated by the sepa¬ 
ratist framework of political organisa¬ 
tion, articulation and demand input 
created by the British Raj with an un¬ 
mistakable political purpose. The stu¬ 
dious attempts at drawing juridical dis¬ 
tinctions between the two communities, 
based apparently on the desire to res¬ 
pect the diflfering private laws concern¬ 
ing, specifically, inheritance and private 
property; the introduction of the 
.separate electorate (that prompted and 
facilitated the formation of exclusivist 
community-oriented parties and imped¬ 
ed the growth of composite multi-com- 
munal secular parties) on the plea that 
it would protect the interests of the 
different community, particularly the 
minority ones; the conscious differenti¬ 
al treatment given to the two com¬ 
munities in matters of education, pat¬ 
tern of employment, organisation of the 


army units, etc, consolidated legally 
and politically a bifurcation that had 
its basis primarily in religious differ".. ■ 
ces. 

By politicising the communal diffe¬ 
rences the British bequeathed a legacy 
of communal politics that under condi¬ 
tions of free speech and association 
and equal protection of the laws as 
envisaged in the Constitution of Repub¬ 
lican India, found a congenial atmos¬ 
phere to perpetuate itself. All this 
might have remained just a part of the 
bygone past if either the partition of 
India as a precondition to the with¬ 
drawal of British power had not been 
done on communal lines or the pro¬ 
portion and the absolute number of the 
first communal minority (i e, Hindus 
in Pakistan and Muslims in India) had 
been small and socially insignificant to 
preclude the possibility of their play¬ 
ing an effective political role. In India 
while the proportion of the Muslims 
(10-12 per cent) might appear small in 
an abstract statistical discussion, the 
significant point to remember is that 
in terms of their absolute number (50- 
55 million) and in view of the fact that 
in 11 out of the 16 States of the Union 
of India (ofi, Assam 23.2 per cent 
Bengal 20 per cent, Uttar Pradesh 14.6 
per cent, Bihar 12.5 per cent, Mysore 
9.9 per cent, Gujarat 8.5 per cent, 
Andhra Pradesh 8 per cent, Maha¬ 
rashtra 7.7 per cent, Rajasthan 6.5 per 
cent, Madhya Pradesh 4.1 per cent and 
Orissa 1.2 per cent) they constitute the 
largest religious minority and in one 
State, Jammu and Kashmir, a decisive 
majority (68.3 per cent), it is clear 
that they are big enough to play auJ 
indeed have often played a decisive role 
in national politics. Coupled with this 
is the fact of the political traditions 
of the Muslims in the subcontinent, 
which reveal that they had never beer, 
a dormant or an inconspicuous minori- 
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Table 8 ; Muslim Electoral Partici¬ 
pation IN THE City OF Hyderabad 
J 1967 


Total city population 

Total Muslim population (per 
cent) 

Total Assembly seats 

Total number of nominations 
for the 9 seats 

Total number of Muslim nomi¬ 
nated candidates (within 
brackets % of col 4) 


931,082 


Total number of contestants 
for the 9 seats 

Total number of Muslim con¬ 
testants 

(within brackets % of col 6) 

Total number of elected Mus¬ 
lim candidates 

^ (within brackets % of col 7) 


1 Congress 4; Majlis 6; Muslim League 1: 
Swatantra 1; Ind 8. 

2 Congress4; Majlis 6;MuslimLeague 1; 
Swatantra 1; Ind 4. 

3 Congress 1; Majlis 3. 


ty but on the contrary had almost con¬ 
tinuously been an active and for 
centuries also a leading segment of 
India’s cultural and political life.'-' For 
a clearer and complete understanding 
of the Muslim reality in India, all 
these inter-linked aspects will have to 
be kept in sight. 

Conflict of Pebception 

Against this background it is not 
fortuitous that due to the existence of 
these cohesive segments as the viable 
sub-units of national life, backed by 
historical memories and psychological 
responses in politics based on those 
memories, symbols and events, we per¬ 
ceive many points of loyalty which 
normally vie with each other to attract 
the attention and allegiance of an 
Indian citizen. The many layers of 
community and caste loyalties, of sub¬ 
regional and language attachments, and 
other parochial divisions, are not al¬ 
ways reconcilable. Their irreconcilabi¬ 
lity is due to at least three sets of 
factors: firstly, the inherent discord 
between the ‘traditional’ and the 
‘modern' segments; secondly, the con¬ 
flicting scale of political values re¬ 
presented by the various segments; and 
^J^dly, the difference in the political 
socialisation process of the castes and 
the communities. Naturally, this not 
only generates tension between the 
various segments, but also impedes the 
^process of national integration. A prob- 
of basic consideration, therefore, 

■ in India today is how to reconcile its 


socio-cultural diversity with its politi¬ 
cal unity — that is, how to promote 
the growth of a plural society without 
compromising national identity.’* 

A significant factor unravelled by the 
many empirical studies over the years 
is the divergence between what may be 
called the political perception of a 
community’s own role and the percep¬ 
tion of this role by the rival and op¬ 
posing community. This ‘conflict of 
perception’ is based on the irreconci¬ 
lable differentiation between the ‘idea¬ 
lised subj'ective view’ of the commu¬ 
nity concerned and the ‘biased suspici¬ 
ous view’ of the ‘otheri community 
regarding the former’s role in national 
life and politics. In a situation like that 
of contemporary India where particu¬ 
larly the Hindus and the Muslims as 
communities have their respective 
notions, myths, distortions and fears, 
this ‘conflict of perception’ when pro¬ 
jected into the working of a competi¬ 
tive Parliamentary system, acquires 
the form of an in-built negative slant 
in national politics. This is what is 
called communal-orientation. Because 
of its tenacious hold on the minds of 
the bulk of the people, communal- 
orientation has now come to be an 
accepted, even if an abnormal, idiom 
of Indian politics. Ironically the pro¬ 
visions of universal suffrage, freedom 
of association and of speech, equality 
of opportunity and equal protection 
of law, under the overall conditions of 
a Parliamentary democracy result in 
an essentially segmentary society like 
India in communal fragmentation of 
politics. This naturally impinges ad¬ 
versely on the working of the compe¬ 
titive participatory system, whose 
basic assumption is the recognition of 
citizens as citizens and not as mem¬ 
bers of a group — particularly of a 
primordial group or traditional com¬ 
munity. 

Role of Majority Community 

Since communalism survives by a 
process of interaction and mutual 
feeding between the opposing commu¬ 
nities on the political plane, this vici¬ 
ous circle will have to be broken in 
t.ie context of the democratic rule of 
the majority by the majority commu¬ 
nity itself. Firstly, even if all the 
communal minorities are put together, 
they do not account for more than 
16.5 per cent of the population (Mus¬ 
lims 10.7 per cent, Christians 2.4 per 
cent, Sikhs 1.8 per cent, Buddhists 0.7 
per cent, others 0.4 per cent). Out of 
the 83.5 per cent classified as Hindus, 
the Scheduled Castes account for 14.2 
per cent and the Scheduled Tribes 6.8 


per cent; thus Caste Hindus constitute 
62.5 per cent of the population. 
Secondly, even the most determined 
effort by the minorities, jointly or 
severally, will not fundamentally 
change the communal atmosphere, if 
they cannot evoke a positive response 
from the politically dominant section 
of the majority community. Thirdly, in 
a democratic polity, it is primarily the 
‘doings’ of the major segment — so¬ 
cial, cultural, religious, racial, linguis¬ 
tic or political — that determines the 
main trends and sets the pace of deve¬ 
lopment. Finally, in the Indian situa¬ 
tion, where the majority community 
itself is a heterogeneous congrega¬ 
tion, fragmented by casite and sub¬ 
caste, which are further divided by 
regional variations and separated by 
language-dialect, urban-rural and re¬ 
gion-locality distinctions, communal- 
orientation serves the immediate pur¬ 
pose of integrating the majority com¬ 
munity around a religious base. The 
projection of such a communal integra¬ 
tion into national politics, accentuates 
further the communal consciousness of 
the minorities, who due to their smal¬ 
ler proportion in the population com¬ 
plex, feel greatly alarmed by such a 
development. Thus the repercussion of 
Hindu revivalism in recent years and 
its political expression in the form of 
congealed Hindu parties like the Jan 
Sangh and para-military organisations 
like the RSS leads to the aggravation 
of the communal situation, as seen in 
the simultaneous increase and appeal 
of Muslim and Sikh communal parties 
in various parts of the country. When 
this ‘communal-orientation’ manifests 
in its abnormal forms, like communal 
conflicts and riots, which, incidentally, 
in the last few years have sometime 
taken a form of organised persecution 
and calculated genocide, and not mere¬ 
ly of sporadic violence, the malady ac¬ 
quires an alarming proportion.” Mino¬ 
rity-consciousness entailing a feeling of 
separatism is essentially a defenoe- 
mechanism, an in-group feeling based 
on an imaginary or real sense of per¬ 
sonal and political insecurity and fear 
of social domination and loss of cul¬ 
tural identity. Situations like this 
naturally promote ‘particularistic’ inte¬ 
rests, like communal interests, articu- 
lated by ‘exclusivistic’ parties. 

In the transition from socially tradi¬ 
tional and politically segmentary 
polity to a socially modernised and 
politically integrated polity, ‘commu¬ 
nal idiom’ and communal aggregation 
of politics is difficult to avoid. The 
duration of the transition, as the 
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nature of the tensions and conflicts 
(unavoidable as they are during any 
transition), depends on the resiUence 
and capacity of the political system 
itself, and on the manner and style 
in which the system (including its ‘rules 
of the game’) is worked out by the 
politically discrete segments. In India, 
the worst enemies of the participatory 
democratic political system, which the 
country has adopted after Indepen¬ 
dence, are those who are using the 
system against the system itself, that 
is, those who are making the struc¬ 
ture serve functions that will wreck 
the structure. Communalism in poli¬ 
tics, in either naked or congealed forms, 
vitiates the basic assumption of demo- 
cratisation, like universalism, achieve¬ 
ment-criteria, functional differentia¬ 
tion, healthy competitiveness, social 
mobilisation, political participation and 
mobility. It, therefore, negates the pro¬ 
cess of secularisation of the polity and 
impedes integrated nation-building. 
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S^me Aspects of Deposit Mobilisation 

A Comment 

A Bagchi 


IN his article “Some Aspects of Depo¬ 
sit Mobilisation” (September 5, 1970, 
pp 1495-97) V V Bhatt has suggested 
certain lines on which schemes might 
be framed by commercial banks “to 
induce a higher rate of saving gene¬ 
rally and saving in the form of bank 
deposits in particular”. In his view if 
deposit growth is to be stepped up spe¬ 
cial schemes linked with the motives 
underlying the urge to save should be 
fwmed. The urge to save, according 
, stem js-from a desire to own a 
house, c<r "provide for old age, to be¬ 
queath property to children and to pro¬ 
vide for contingencies like illness. 
Hence, he argues, it would tempt peo¬ 
ple to put their money in banks if the 
banks offered to advance a loan of an 
amount equal to one’s deposits accumu¬ 
lated over a specified number of years 
tor, say, house building or daughter’s 
marriage, etc. With similar expectations 
many ol the commercial banks are now 
operating special deposit schemes said 
to be tailored to suit the convenience of 
different segments of depositors. This 
note seeks to examine, in broad terms, 
whether the presumption underlying 
these expectations is warranted in 
theory and by the facts of the Indian 
economy and the extent t(j which sche¬ 
mes such as those advocated by Bhatt 
are likely to help achieve the desired 
aims. An attempt is also made in this 
context to explore areas where depo¬ 
sits could be looked for more fruitfully. 
• 

Major Influences 

In devising an appropriate strategy 
for deposit mobilisation it is essential 
to hiivc a perspective of the major in¬ 
fluences at work. While outlining his 
‘schemes’, Bhatt, however, makes no 
attempt to go into the causes impeding 
a faster growth of deposits. In fact he 
starts from the proposition that deposit 
growth in the year 1969-70 (presum¬ 
ably, the year ended June) was not as 
unsatisfactory as was often made out. 
_ ’as, more or less, at the same rate 
as “the average growth rate since 1964- 
65”. Concern at the failure of deposits 
to grow more rapidly, he feels, was 
justified not because there had 
jpen a decline in the pace as compared 
with the previous year but on the con¬ 
sideration that as a result of a “policy- 


oriented expansion of credit to priority 
sectors”, bank credit had tended to out¬ 
strip deposits. 

There can be no que.stioning the 
banks’ need for more re.sources to meet 
the growing demand for credit from a 
wider spectrum of borrowers, though 
one may have reservations about the 
legitimacy of singling out priority sec¬ 
tors as primarily responsible for the 
err'dit bulge. (During the year ended 
lune 30, 1970, for instance, bank cre¬ 
dit went up by Rs 628.8 crores* of 
which only about Rs 350-370 crores 
had gone to sectors like agriculture, 
small-scale industry, small business, 
etc,“ and the rest to the traditional bor¬ 
rowers despite the fact brought out by 
th<- Di'hejia Committee’ that the bor¬ 
rowings of the latter had often been 
considerably in excess of the genuine 
needs of production and trade.) There 
are other and more valid reasons for 
dissatisfaction with the current pace of 
d''posit growth. 

SrUBBORN CluiU'ENOY RATIO 

During the year ended June 1970, 
deposits of the scheduled commercial 
banks increased by Rs 594 crores of 
which, at least, Rs 79.4 crores came 
irom the nr-w offices numbering about 
1800 opened during the period.* This 
compares with an increase of Rs 678.8 
crores in the jireceding year. Nation¬ 
al isatiun of the 14 major banks in July 
1969, no doubt, imparted a shock to the 
system which it took time to absorb. 
The increase in the year 1970 by Rs 
798.9 croics or at the late ol 16.4 per 
cent as against Rs 6,55.6 crores or 15.5 
per tent in 1969’ has surely been more 
encouraging. But, in judging whether 
this order of increase comes upto expec- 
t.itions. account has to be taken of seve¬ 
ral factors. For, apart from the fact that 
bulk credit expanded in 1970 by Rs 
812.4 crores (ol which no more than Rs 
400-450 crores on account of the ‘pri¬ 
ority sectors’), v.'ith consequential ex¬ 
pansionary effect on deposits, the con¬ 
tribution of the 2,000 and odd new of¬ 
fices in Iresh deposits can be taken 
roughly at Rs 100 crores (Rs 4.8 lakhs 
per office on an average).* Deflating 
the nominal increase to correct for the 
rise in prices (about 8 per cent) would 
also reduce the figure by about another 


Rs 60 crores. All these factors do ope¬ 
rate every year but they appear to have 
gathered more strength in 1970. Yet 
the deposit increase in 1970 exceeded 
that of 1969 by about Rs 143 crores 
only, whereas the increase, which took 
place in 1969 exceeded that of 1968 by 
Rs 195 crores. 

What is more, despite unprecedented 
territorial expansion — the number of 
bank branches in the country multiplied 
by more than 30 per cent after July 
1969 — and an intensive drive to carry 
banking to people’s doorsteps, the ratio 
of currency to total monetary resources, 
showed no sign of any marked decline, 
and in March 1970 stood stubbornly at 
43 per cent as against 44.3 per cent a 
year ago and 45.3 per cent in March 
1988. ^’Though exact figures for the later 
jicriod are not yet available there is 
little indication of any significant fall 
in the currency ratio in the subsequent 
months of 1970. Plainly, banking has 
not yet caught on and deposits have not 
started flowing into the banking system 
adequately for a breakthrough to be 
in sight. A clearer idea of the factors 
hindering faster growth is needed if the 
deposit drive is to acquire a more pur¬ 
poseful direction. 

n 

Sad to say, to date no good econo¬ 
metric study has been made to isolate 
the influences governing deposit 
growth in our country. What is the 
seasonal or cyclical pattern of the varia¬ 
tions in deposits? Do they reveal a dis¬ 
cernible .secular trend after allowing for 
the effects of branch expansion? To 
what extent, if at all, is the rate of de- 
jiosit accretion affected by the magni¬ 
tude of deficit financing or of foreign 
c.vchaiige resources or the level of econ¬ 
omic activity? Wliat is the elasticity of 
deposits to changes in interest rates? 
Barring some occasional papers* no 
systematic study is available to pro¬ 
vide a clue to these questions. We are 
thus left with no alternative but to 
speculate largely on a priori grounds. 

Since bank depixsits form a part, an 
important part, of savings, a rise in 
savings, it may be presumed would push 
up deposits though not necessarily in 
the same proportion. Campaign for 
deposits by banks, it is taken for grant¬ 
ed, serves to foster the saving habit 
among the people by offering various 
facilities to intending depositors and 
educating them about the advantages 
of having a liank account. But the 
question is, can the banks’ soliciting 
deposits make any appreciable diffe- 
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rence to the people’s propensity to 
consume and thus a community’s saving 
ratio? Studies on the consumption 
function do not hold out much hope. 
The dominant influence on consumption, 
it is now more or less accepted, is that 
of the level of disposable income, though 
there is difference of opinion among 
economists as to vshether it is the abso¬ 
lute or the relative or the ‘permanent’ 
income which is th<’ crucial variable and 
what the nature of the relationship bet¬ 
ween income and consumption is, e g, 
whether it is proportional or non-propor¬ 
tional. It is also recognised that other 
factors too esert influence on consump¬ 
tion in varying degrees such as the rate 
of interest, price level and price e.\pecta- 
tions, distribution of income, stock of 
financial assets as also of durable con¬ 
sumer g(X)ds, etc. But the direction in 
which consumph’on/saving moves as a 
result of a given change in the.se factors 
is uncertain. Generally, it may be sup¬ 
posed, a rise in the stock ot assets tends 
to dampen the urge to save and so docs 
a more even distribution of income. 

Rate of Interest 

As for rat(! of interest, the idea which 
has held the ground since the thirties 
is that saving is not responsive to chan¬ 
ges in int<‘rest rate. This view has been 
challenged in a recent study by Colin 
Wright.” Wright’s estimates obtained 
with American data covering long 
periods suggest an elasticity of saving 
with re.spcct to rate of interest of about 
-1-0.2. indicating that a rise from 4 per 
cent to 6 per cent in interest will, through 
the substitution effect, "provoke an in¬ 
crease in savings of 10 per cent or more". 
Implications of these results for small 
changes in the rate of interest, espe¬ 
cially where other stronger pulls arc at 
work, aie unclear. In any event, sub¬ 
stitution effect in the case of small savers 
cannot 1 k‘ of any cognisable significance. 
More important in the short run in deter¬ 
mining tlu> level of consumption are 
levels of prices and expectation about 
prices. F(;ai of shortages and high pri¬ 
ces h‘d to a spurt in consumption in 
US.\ in the early fillies more than what 
could be explained by variations in in¬ 
come. Institutional changes which help 
popularise ‘long-term saving commit¬ 
ments’ (such as those envisaged in the 
deposit scheme linked with provision of 
loans for house building, etc) and ‘qua¬ 
si compulsory forms of saving’ are also 
believed to have affected the spending¬ 
saving pattenis of consumers in many 
countries over recent decades.^” 

But the net effect of all these elements 
IS generally accepted as marginal and 


the dominant influence is unquestion¬ 
ably accepted to be that of real income, 
which, after all, sets the limit to one’s 
capacity to save. It would, however, be 
idle to claim that economic variables sudi 
as income alone can explain inter-temporal 
nr inter-spatial variations in consump¬ 
tion levels adequately. The basic urges 
and outliKik of the people, which in turn 
arc conditioned by education, religion, 
stage of development, contacts with the 
outside world and other imponderables, 
also play a part in determining consump¬ 
tion levels. 

Goming to the Indian situation, one 
can i)crhaps discern some broad trends. 
Rising levels of income coupled with 
growing inequality in distribution, as 
brought out in some recent studies 
would sugge,st the possibility of a rising 
saving ratio, while the rise in prices and 
tears ot further rise would seem to be 
working in the opposite directkin. In 
the absence of reliable estimates for re¬ 
cent periods, judging by the evidence 
one finds allaiound of the almost vulgar 
consumption spree of the upper income 
groups, chances of any remarkable im- 
provciiient in the rate of savings seem 
1 emote. For an idea of how unabashed 
siieli .sprees can be one has only to 
attend one of the ‘parties’ which arc 
held in galore in the metropolitan towns 
of India, especially the Capital. A 
contributory cause of the con.sumption 
spree could be the high rates of per¬ 
sonal taxation inasmuch as steep rates 
of income tax tend to distort the pattern 
of allocation of income between con¬ 
.sumption and saving by tilting the margin 
in favour of consumption which pro¬ 
vides a relatively safe mode of enjoying 
unaccounted income (and consumption 
here would include spending on consu¬ 
mer durables of various kinds and also 
I'xpenditure on luxury housing items). 

^ Paradoxically, higher the rates of tax, 
gi eater is the return on the risk involved 
in successful evasion and, consequently, 
stronger is the urge to consume as much 
of the income as possible. In the case 
of the affluent sections of tire rural 
population, this should not count as a 
factor dampening the propensity to save 
as in the case of the urban rich, since 
taxation of agricultural income is practi¬ 
cally non-existent in our country. Never¬ 
theless, fear of harassment by revenue 
department, even if unjustified, might 
operate to scare them away, if not from 
saving, at least from any form of sav¬ 
ing which can give rise to questioning 
.such as deposits in banks. 

Can the banks do anything to correct 
this? Perhaps little, at least in the short 
run. Habits and mores cannot be 


changed overnight even with the best 
of intentions. Attempts to inculcate the 
saving habit from an early age^ or to 
lure the reluctant saver to the harder 
with promises of ‘loans’ at a future date 
or services linked with deposits will not 
advance matters much unless precepts 
about the virtues of saving given to 
school children and village folks are 
actually practised by the elders and their 
more affluent bretheren in the towns. 
Raising the return on saving either by 
enhancing the interest rates or by con¬ 
centrating taxes on consumption while 
taxing saving lightly might perhaps 
bring more tangible results. But, as 
will be noted presently, there arc serious 
difficulties in enhancing deposit rates to 
levels which could, if at all, evoke any 
perceptible response. As for the idea 
of shifting the tax base tpconsump*’Tjii,‘ 
one authority on public iitence com¬ 
ments ; “In the present state of our 
knowledge, there is little basis for "ad¬ 
vising the aiitliorities regarding the 
extent of the results to be expected 
thiough .such a course’’. *• Reduction 
of income tax rates might prove more 
efficacious not by raising the yield on 
saving so much as by curbing the pro¬ 
pensity to evade tax. Whether that 
would ri'sult in a flow of private in- 
ve.stincnt optimal in volume, content 
and direction is, however, an entirely 
different matter. Besides, a plea for 
reduction in tax rates would smack of 
surrender. Where consumption is 
thought to provide a fairly safe escape 
route for concealed inaime, the real 
remedy lies in plugging that route, 
through a stricter watch over private 
expenditure. 

Tightening the Belt 

The conclusion that emerges, there- 
foi<-, is that it would be futile to oipect 
any variant of the banks’ deposit 
schemes to sti'p up the rate of savings 
of the community' even if the variations 
have the effect of raising the yield on 
saving. For, in the case of the majority 
of those for whom the schemes are 
meant, saving more means tightening the 
belt for which there is little room, 
while those who are better placed are 
not likely to be moved much by the 
banks’ promises or exhortations. If the 
ciirixTit rate of private saving in the 
country is considered poor in relation 
to the needs of growth — and it is aff- 
iiiittedly so even in comparison with 
many under-developed countries — a 
surer course is to prevent those who are 
getting a relatively large slice of the 
national cake from eating it up by tax*-' 
ing them directly or, failing that, taxing 
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those articles of their consumption 
whicljt t’tir standards, cannot rank as 
jiecessariies (assuming, of course, Uiat the 
propensity of public saving is greater). 

m 

The is not to counsel despair but to 
sound a note of caution against undue 
optimism about the ability of banks by 
themselves to muster more deposits by 
raising the community’s saving ratio. 
Deposits can yet grow, even if savings 
do not, through a switch from other 
forms of assets, monetary and non¬ 
monetary. Bank-deposits, or at least a 
good part of them, being essentially 
akin to money, demand for deposits 
may be expected to move in the same 
^ection as that of money. But, as 
”T*aiy student of monetary theory 
knowsT Urtfiluion of ‘money’ itself has 
been the subject matter of controversy 
reflecting varying views about the rela¬ 
tive importance of the basic functions 
of money as a medium of exchange 
and as a store of value.*^ If, a la Fried¬ 
man, we include in money aggregate 
bank deposits, both demand and time 
along with currency, empirical stu¬ 
dies with both US and Indian 
data reveal a secular rise in the de¬ 
mand for money, Friedman’s explana¬ 
tion for the phenomenon being that 
money is a luxury’ good and its demand 
rises with an increase in income. Apart 
from the fact that there are snags in 
Friedman’s hypothesis — it does not 
fit the subsequent data —, this finding, 
although it has a vital bearing on such 
crucial issues of economic theory as 
whether income and employment res¬ 
pond more faithfully to changes in in¬ 
vestment or in the quantity of money 
and is, on the whole, encouraging for 
bankers, is of little help as an operational 
guide. 

More relevant for our immediate pur¬ 
pose is the formulation of monetary 
theory “as a more general theory of 
asset-holding viewing money as one of 
a sequence of assets, on a par with 
bonds, equities, houses, consumer 
durables and the. like,’* instead of rigidly 
separating the demand for money into a 
'transactions demand’ and a ‘liquidity- 
preference demand’. No doubt, bank 
deposits, particularly demand depo.sits, 
along with currency offer an advantage 

:he holder subsumed under the term 
‘liquidity’ but all realisable assets share 
this attribute in varying shades. The 
distribution of private savings among 
different kinds of assets is, therefore, 

ermined primarily by their relative 
yield and the risk of capital loss. De¬ 
posits in banks like currency apparently 


carry less risk which make up for their 
relatively low yield. But again, as 
everyone knows, the risk premium and 
the real yield both are eroded by rise 
in prices. No wonder, bank deiwsits 
do not rank high in the order of asset- 
preference and people go in for invest¬ 
ment in real estate or gold as hedge 
against price rise. Evidently, the situa¬ 
tion cannot improve for banks unless 
either the, yield of deposits is raised or 
that of the competing assets comes down. 
The rise in the yield of deposits, how¬ 
ever, has to be large enough not only 
to ensure parity with the real yield of 
other assets (after allowing for risk) but 
also to neutralise the loss in real value 
of deposits occurring through inflation. 

But, apart from ‘psychological bar¬ 
riers’, there arc some real difiBculties 
in jacking up interest rates to levels as 
high a.s 12 per cent or so although such 
drastic steps apparently paid well in 
Korea and Taiwan. Firstly, there ore 
obvious implications for debt manage- 
nwnt. Secondly, such high rates of 
interest might choke off even desirable 
investments. However, anything which 
has the effect of compensating for the 
low yield on bank deposits such as an 
insurance cover related to the balance 
in bank, prizes for lucky account num¬ 
bers, incn’asing the frequency of interest 
l)a}in‘"nt in a year resulting indirectly 
in a partial compounding of tlie nominal 
late offered, or various kinds of services 
suggested by Bhatt can he of some help, 
provided, again, the money-equivalent 
of the facilities offered is tangible 
enough. But it should be recognised 
that in a regime of rising prices, pegging 
any one of the prices, such as that 
of hank-deposits to unrealistic levels can¬ 
not but affect the supply of the coinnio- 
dit>' txincemed adversely and that offer 
of miscellaneous facilities and benefits to 
account holders of banks, however 
catch)', can be no substitute for a 
straightforward increase in interest 
rah's. 

The other, by no means easy, way 
to narrow the spread between the rates 
fixed for the organised sector and tho.se 
orevailing in the unorganised markets 
IS to bring down the latter. It would 
he wi.shful to t’nink that the task can 
Ih“ achieved merely by widening the 
■scope of the existing restrictions on the 
activities of non-banking institutions to 
include partnership and proprietary 
firms, for, the enforcement of such pro¬ 
visions would pose hopeless administra¬ 
tive difficulties. The problem has to be 
tackled on a different level. To the ex¬ 
tent high rates in the unorganised sector 
reflect the real forces of ‘productivity’ 


and ‘thrift’, they will not be amenable 
to control by monetary authorities. Fiscal 
measures can also be called in to help 
curl) profitability of investment in 
undesirable channels. But productivity 
in the economic sense being determined 
basically by technology and consumers’ 
preference pattern, attempts to tamper 
with it might be questioned on grounds 
of ‘efficiency’ whatever that may mean 
in an economy with such sharply dis¬ 
parate income distribution as ours. 

There is, however, no reason to sup¬ 
pose that the high profit levels are 
adequately accounted for by productivity 
of capital in real terms. Imperfec¬ 
tions of the commodity market 
accentuated by those of the money 
market, no less than physical shortages 
have, on all account, a good deal to do 
with the fantastic returns enjoyed by 
investors, particularly in trading. The 
remedy apparently lies, on the one hand, 
in state intervention in the commodity 
markets on a wider front and on the 
other in “multiplying credit agencies and 
in enhancing the credit-worthiness of the 
borrowers” of the smaller categories, 
“through a broad and positive pro¬ 
gramme of production and marketing” 
as advocated by Chandavarkar.” Lend¬ 
ing thus can really act as an instrument 
for gathering deposits not .so much by 
casting any moral or contractual obliga¬ 
tion on the borrowers to deposit their 
mite regulaily with their lending agency 
as by a contraction in the rates in the 
unorganised market which it helps bring 
about. Hence, in order to attract deposits 
hanks would do well to liberalise and 
publicise their credit schemes more than 
their dtqiosit schemes. 

IV 

Accretion to deposits can, however, 
occur at the expense of assets, financial 
and non-financial, not only of a less 
1i<)nid form but also of the more liquid 
one, viz, currency. The idea of an 
irreducible minimum demand for cash is 
now disfavoured, since even the transac¬ 
tions demand is not totally unresponsive 
to changes in the rate of interest as 
households and firms can demonstrably 
gain by economising on cash at high 
rates of interest,’® while the availability 
of .short-maturity bonds has raised 
scepticism about the existence of the 
‘liquidity trap’. It is even possible to 
think of a cashless society. In India, 
however, on various considerations, not 
all rational, people do prefer to hold a 
large amount of cash, for purposes of 
transactions and also simply as an asset. 
In the US, the ratio of currency to 
money, declined secularly till 1930 but 
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the trend reversed in the subsequent 
years especially during the war. Cagan's 
study in this field'' suggests that while 
the prc-1930 decline might be attiibut- 
ed to the steady growth of real income 
and urban centres, the not rate of re¬ 
turn on bank deposits played an import¬ 
ant part in the rise in the currency ratio 
during the latter part of the thirties, 
while the wartime rise is ascribed by 
Cagan, mainly to tax-evasion. Similarly, 
it may be expected that, in India too, 
growth of urban and ,scmi-nrban centres 
and the- extension ol the branch net¬ 
work of banks to rr-niote areas of llie 
country woultl lead to a progressive 
decline in the use of cash as a means 
of payment as also as a store of value. 
But the transactions demand, which is 
mainly icsponsibic for what, in banking 
parlance, is called the ‘cash drain’, 
W'ould still remain strong unless cheques 
are accepted widely as the principal 
mode of payment. This would require, 
apart from .speedy clearance, severe 
jH’nalty for bouncing as in a criminal 
offence. 

Eipially important is it to ensure that 
the rate of return on bank deposits is 
atti active enough to outweigh the cost 
of operating a bank account and the 
cost here would embrace the expense as 
well as the time and inconvenience 
involved in travelling to a bank office 
and w'aiting at the counter. In the nir.il 
areas, distance and poor communications 
arc serious limiting factors on the scope 
of deposit mobilisation by banks. Well 
planned branch expansion should how¬ 
ever help the banks to fill the gaps. 
Tax-evasion, too, it is widely believed, 
is a iiotent cause for large holding of 
cash in our country and the position in 
this respect is hardly likely to improve 
in the near future. All the same, a good 
amount of cash is lying about with 
people with whom tax evasion is not 
a consideration, which can be brought 
within the banking fold through sustain¬ 
ed efforts and good quality of service. 

To sum up, expectations that banks 
can accelerate the growth of savings 
of the comiuunity and tlius of their own 
deposits significantly by dangling pro¬ 
mises of loans at a future date or by 
offering assorted faeilitii's do not seem 
to be well founded. Saving, in the 
short run, is a function of factors over 
which banks have little influence. 
Though the search for what the depo.si- 
tors would prefer and the framing of 
deposit schemes to suit all categories 
of customers are not to be discouraged, 
these attempts can bear fruit only over 
a fairly long period. Chances of a spurt 
in deposits through large-scale switch in 
asset-preference from more remunera¬ 
tive forms to deposit in banks also do 
not seem to be bright, since return on 


deposits tends to lag far b^ind what 
other alternative investments offer even 
after allowing for the risk element, 
particularly in an inflationary situation 
where the real value of cash and bank 
balances suffers progressive decline. Nor 
can an indiscriminate or whole.sale diver- 
.sion of savings to banks be considered 
desirable as an end in itself unless 
private investment in any form is frown¬ 
ed upon. Surely, it is nobody’s case that 
bank deposits should take precedence 
over investment in agriculture in the 
asset-portfolio of farmers. Funds deploy¬ 
ed in investments ranking low in plan 
priorities or which are considered posi¬ 
tively harmful such as speculation 
invrmtory building are also not likely 
to move into banks unless the high 
yield of such activities is curbed effec¬ 
tively which again is not easy in our 
present socio-economic milieu. 

The only area where deposits can he 
looked for m the circumstances is the 
cash-holding of households and firms 
which continues to be inordinately high. 
But in persuading people to exchange 
cash for deposits in banks, the pre¬ 
requisite is a general acceptance of 
cheques as an instrument for payment. 
To bring this about, what is required 
is to create a sense of confidence among 
the people that cheques are always 
honoured or are encashable promptly 
and painlessly. Extension of branch 
netw'ork to all parts of the country is 
from this angle, a step in the proper 
direction. But what would count mori' 
than anything else in this task is the 
(jualitx' of day-to-day customer service 
provided by the banks and not the 
novelty of the schemes. Propensity to 
evade tax is a serious limiting factor. 
But determined and sustained efforts by 
tax-authorities should lead to a progres¬ 
sive weakening of this force. In any 
event, there is no reason why this should 
impede the growth of deposits in rural 
areas. Flow of cash held for transac¬ 
tion purposes or lying idle otherwise 
into the banks would not necessarily 
mean any addition to the community’s 
■saving and in fact may serve to 
strengthen the inflationary pressures. 
But the greater mobility which this will 
impart to voluntary savings would, on 
balance, be a net gain for the economy. 
[Views expressed here are purely 
personal. The author wishes to thank 
Ashok V Desai for helpful sugges¬ 
tions.] 
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or the betrayed? 


A shadow darkens the future 
of over COTo of India's children— 
yet not many people even know 
its name: protein malnutrition. 

What it means 

Protein is the element in 
food that builds both bod.v and 
mind. If children between C 
months and 5 years do not get 
enough protein they become 
physically stunted. Worse, 
theii- mental development may 
be affected. And protein 
later on cannot repair this 
damage. It lasts a lifetime. 

What it forebodes 

•Keonomic ills—Adults 
below par, prone to illness, 
moan low productivity, 
wasted manhours. 

•Population problems— 
Malnutrition is the major 
single cause of infant deaths. 
High infant mortality 
encourages larger families. 
♦Social injustice—When 
over two-thirds of the younger 


generation could be handicapped 
by malnutrition, how can we 
talk of equal opportunity for all ? 


Help. 


Malnutrition is a hidden famine 
... and so more dangerous. We 
must fight it on all fronts. 

DEVELOPMENT PLANNEES 
must recognise that nut rition is 
an Important pre-requisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
—low-cost nutritious foods 
are urgently needed. 

GOVERNMENT. BOTH 
CENTRAL AND LOCAL, must, 
•initiate developmental research 
•rationalise distribut ion 
of scarce protein foods 
•encourage the food industry 
with rational laws and 
licensing policies 
•organise mass-scale 
relief programmes 
•extend fortification of 
basic foods 
•use mass 
communication 
for nutrition 
education 


Inserted in the public interest by the Protein Foods Association of India 
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BURMA ON EVE OF CHANGE 


RECKONING AFRESH WITH LABOUR 



Bombay’s famous "Gateway of India”—just 10 minutes from a Bank of America branch. 


Bankof America 
has a man-on-the-^ot, 

inBomb:^ 


He is an expert in financing exports. 
Whether it's tyres or typewriters, machinery 
or medicine, a man-on-the-spot of Bank 
of America is ready to help. For first hand 


facts and local contacts call on the 
worldv/ide resources of Bank of America- 
first in banking. 
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The Concentration Bog 

AFTER many months of hibernation and govenniu’iital neglect, the Monopolies 
Commission has surfaced with its first public hearing — on Century Spinning’s 
chemical and paper pulp piojcct. From ncwspaiiei accounts it is diihcult to 
say how far the Commission’s investigations beiielited by the public hearings 
the accounts did, however, give some idea ol the kind ot pioblems and con¬ 
fusions that are likely to bedevil the Conniiission’s working. 

Century’s pulp project has been given an iiidustiiai licence, conditional o? 
clearance by the Monopolies ComniisMon. 'I'lie Coiiiinissioii's task, one presumes, 
is, first, to dcteimme whetlier the i>io)<‘tt tails uithin tlie ambit ot the provisions 
ot the Monopolies and Restrictive 'I'lade I'lactiees Act lelatnig to concentration 
of economic power and, seeonti, it it doc*s, to assess whetlier the resultant con¬ 
centration will be injurious to the piihuc iiiteiest. '1 he liist ol the two issues 
has conlrontcd the Commission with the <iiustioii ol (A-ntuiy Spinning’s connec¬ 
tions with the house ot Uirlas — Ihoiigli, the total cost ot tiie project being 
estimated at over Rs 20 crores, it woiikl have presumably even otlierwise 
required clearance by the Comniission. At the iiulihc hearing, where the 
matter was not gone into in detail, Cenluiy repoiledly denied any link with the 
Birlas. It would be instructive to see how this is'ue is eventually lesolved, since 
the criteria for determming infer-conncctron coiitaincil in llic Act aie couched 
in the most general terms. Uirlas seiuii-d llu' managing agency loi Century in 
1953 and in 1969, when the iiianaging .igciuy was .ibohslied, Rirlii Cwalior were 
the managing agents. Some three Ihrla diiectois now sit on Ci-ntuiy’s board. 
But tile criteria ol inter-eoniK-etion l.iid down in Section 2(g) ol the Monopolies 
Act, while ilratted with a view' to csivering wilhiii then seojie biisim’ss groups, 
ate phiascd in such a way that it should not be iiiipossihle to argue that a 
concern like Century has no links with aii\ indnstiial bouse. The giiain dilliculty 
in the application ot the criteiia to a c.ise like Ci iitun s is that they appear to 
have been dralted without taking aceoiinl ol the piojecli'd abolition ot the 
managing agency system. 

The Act IS no more eonchisive on the subjeet ot iniblic interest’. Thtf 
criteiia it sets out are again ot a gema.i! natiiu-, leterniig as they do, among 
other things, to elficicnt and eeonoinieal pioduetion and dislnlmlioii, optimum 
utilisation ot capacity, technological di velojiinent, c spans.on ol markets, en¬ 
couragement ot new eiitcipiises and balanced legioiial deveiopineiit. It should 
be immediately clear that this pai t ol lli<‘ Coniniissioii’s inqniry will go over 
much the same ground as that aliisids coveied bs the mdiislual licensing autho¬ 
rities. Under the revised licensing jiolies aii) uiuleitaking, whatever its size, 
requires a licence il it is promo'ed by .i huge bouse. Continl ol concentration 
is thus also an objective ot lic<-nsiiig jinbev. At tb<‘ jiiibbc lieariiig on Century 
Sjunning, members ol the Moiiojiolies Coiiiiiiissioii plied lepiesentatives of tile 
company with questions about the leliabilitj ol tlu' eo.st and cash How estimates 
lor the project, its impoil content, piepaiation ot a le.isiinlity rejiort, arrange¬ 
ments foi niaiiagcinent, and so on .Not siiipiisingK', sneli vague jirobing appears 
to have led nowhere. 

True, it is the provisions lelatiiig to loiicentuition ol economic power that 
have given tlie Monopolies Act most ol its uulical apjieal and the Monopolies 
Commission much of its glamoui But, oiu- may he sine, these will be the very 
parts of the Act which will he h asl opeialive in jiiactio'. The Act does not 
declare all concentration ol economic powei to he jier .si; undesirable. This is 
understandable since given the piesent eeoiioniic sy stem, the large established 
business gioups will have to eontiiiiie to piovide inneli ol the thrust towards 
iiidu.stiiul investment and giow'tli. At tli<' same time, and equally understand¬ 
ably, the Act is unable to lay dow'ii precise hut secnlai ciiteiia foi identiiying 
conditions in W'hich concentration would he in the inilihc inteiest and so should 
be permitted. 

Over the years, a major reiomi of indu.stiial licensing jiulieios that has lieen 
repeatedly pressed upon the Coveiniheut is the elimiiiatioii ol multiple clearance 
of the same industrial proj(*ct by diffc-rc-nt ollicial bodies. When, for instance, a 
project is cleared for grant ot an indiistii.il licenee, iinaiigemiMits for meeting 
its requiiements of capital goods imports should he simiiltaneou.sly approved. 
There has been, however, very little piogress m this diiection. On the contrary, 
the Monopolies Commission now bids fair to emerge as yet another hurdle that 
a project has to clear after it has secured an industrial licence. Witli industrial 
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licensing now restricted to relatively 
large projects, one may justifiably expect 
the scrutiny of the licensing authorities 
to be more thorough than it was in the 
past. The subsequent scnitiny by other 
agencies, if they merely endorse the 
decisions of the licensing authorities, 
are a patent waste of time; on the 
other hand, if projects already licensed 
are turned down on various grounds. 
Inevitably inter-departmental deadlocks 
would result and major Plan invest¬ 
ments would be held up. Actually 
there is no reason why the scope of the 
scrutiny at the licensing stage cannot be 
enlarged to cover matters like the irro- 
jects’ import requirements or their im¬ 
plications from the viewpoint of con¬ 
centration of economic power. As for 
the Monopolies Commission, this journal 
has repeatedly stre.sstid that it should 
concentrate on the operaticnis of enh'r- 
prises functioning in monopolistic or 
oligopolistic market situations. Through 
its work in this field, the Commission 
can hope to make .some impact on 
industrial costs and prices whose 
relevance for the public interest is more 
clearly identifiable than that of ‘concen¬ 
tration of economic power’. 

India-Japaa Trade 


Frivndly Arm*Twist 


TO sustain its ‘miracle' of expansion, 
Japan is having to explore new ways 
of extending its economic area outside 
of its island domain. It is already ope¬ 
rating in Australia, Siberia, and Alaska, 
and has been trying to obtain a fr>ot- 
hold in communi.st China. 

Its ventures in foreign collaboration 
have always had a distinct pattern. Its 
investments have been mostly through 
loans or aid and in activities which 
would a.s.sure it its raw material sup¬ 
plies. Hence its investment in Indian 
and Australian ore mines. Alternatively, 
it has provided only technical colla- 
iMuation for industrial projects, and 
this has been tit‘d closely to its equip¬ 
ment sales effort. On capital participa¬ 
tion, Japan till recently insistid on 100 
per ctmt equity pailicipation in any 
foreign cullabwatioii airangement; but 
this has become increasingly unaccept¬ 
able to developing countries. 

Meanwhile, since Japan is building 
up large foreign exchange reserves, it 
has been under pressure to revalue the 
yen, to liberalise trade, and to export 
capital. As a result, Japanese industry 
is now prepared to accept less tlian 


100 per cent participation, carefully 
disbibuted among the trading, manu¬ 
facturing and collaborating units of the 
Zaibatsu group concerned. Yet, what¬ 
ever new concessions Japan is prepar¬ 
ed to make will have to fall within the 
framework enunciated by the Japanese 
ambassador to India at a meeting of 
the Engineering Association of India. 
Japanese industry would be keen to 
collaborate actively in Indian enter¬ 
prises, on two conditions — first, Ja¬ 
panese inventions will have to be pro¬ 
tected, and, second, Japanese per¬ 
sonnel will have to be maintained in 
Indian units (a practice they have ge¬ 
nerally used to protect their industiial 
hegemony). 

These conditions clearly indicate 
that Japan has “arrived” as regards ex¬ 
port of knowhow; but there is a his¬ 
torical irony in this stance. It is well 
known that Japan’s industry in its 
early years benefited vastly from its 
blatant pirating of foreign inventions 
and patents. Even as recently as in 
the sixties there have been examples 
of such use of collaboration agreements 
by the Japanese. In fact, their inter¬ 
pretation of busine.ss ethics and their 
refusal to buy locally against their ex¬ 
ports, have made the Japanese suspect 
in South-East Asia and in many Afri¬ 
can countries. Moreover, Japanese trade 
relations have been irrespective of po¬ 
litical con.sideratioris, as their trade 
with South Africa and their attempts 
to expand trade with communist China 
underscore. 

In its economic relations with Japan, 
India needs to watch out on two 

scores. First, we .should beware of fur¬ 
ther mortgaging our future industrial 
development to passing balance of 
trade considerations — as in the deal 
whereby we export low value iron ore 
and import high value-added steel, 
thus prolonging our colonial-type 

trading relations. And second, we 

should beware of the superior Ja¬ 

panese pressing us under economic bait 
to alter our basic policies — as when, 
seeing the despondent mood in India 
two years ago, th<! Japanese tried to 
cajole Government into changing its 

geneial policy towards the private sec¬ 
tor. 

Labour 


Th« Price of Rocognltion 


Bagaram Tiilpule torites: 

THE official industrial relations philo- 
jiophy in our country since Indepen¬ 
dent has been that the most effective 


way of ensuring industrial peace is to 
spell out by statute a detailed and 
comprehensive set of do’s and don'ts 
for the employers and trade unions 
alike and to hope that the Govern¬ 
ment, by policing these do’s and don’ts, 
will prevent any undesirable behaviour 
by either party. The statute recently 
enacted by the Maharashtra State Le¬ 
gislature (The Maharashtra Recogni¬ 
tion of Trade Unions and Prevention of 
Unfair Labour Practices Act, 1971) is 
of a piece with this official philosophy. 
This only shows how little effect all 
the adverse criticism of this philosophy, 
including that by the National Com¬ 
mission on Labour, has had on the 
Government. Nor has Government 
learnt any lessons from past experi¬ 
ence about the impossibility of its po¬ 
licing an elaborate sy.stcm of do’s and 
don’ts in the field of labour-manage¬ 
ment relations. 

The objectives of the new statute as 
spelt out by the Maharashtra Gov¬ 
ernment are, no doubt, unexcep¬ 
tionable. Trade unions themselves 
have clamoured long that recogni¬ 
tion of unions should be provided for 
by law and that effective measures 
against unfair labour practices are 
needed. The law enacted by the Gov¬ 
ernment may, however, turn out to be 
worse than the disease. For, while 
granting recognition it imposes such 
far reaching restrictions on the beha¬ 
viour of the unions that many unions 
will not want to buy recognition at 
such price. 

The 61 sections and lour schedules 
which constitute the new Act are too 
complicated and elaborate to be even 
briefly summarised here. When it is 
realised that these are in addition to 
the already complicated and elaborate 
framework of industrial relations Ugis- 
lution prevalent in the country in the 
shape of the Industrial Disputes Act, 
Bombay Industrial Relations Act, the 
Indu.strial Establishments (Standing 
Orders) Act, and a host of other laws, 
it is easy to see what a happy hunting 
ground the legislation provides to la¬ 
bour lawyers and the so-called labour 
consultants and advisers. As is inevit¬ 
able, in so cumbrous a structure, several 
provisions of one statute duplicate, qua¬ 
lify or even conflict with provisions of 
one or another of the other enactments. 
It will take much time and litigation 
to sort these issues out — or perhaps 
to confuse them still further. 

The broad scheme of the Act is that 
the Industrial Court can certify the 
status of a union as a recognised union 
after verifying the membership of all 
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the contesting unions in a given ’under* 
taking’ and ascertaining that the re¬ 
cognised union is the one which has 
the largest membership whidi should 
be in any case not less than 30 pet 
cent of the total employment in the 
undertaking. The Act also separately 
lists what will constitute ‘unfair labour 
practices’ by employers and trade 
unions, prescribes judicial authorities 
and procedures for investigating and 
deciding allegations of such unfair prac¬ 
tices and the penalties to be imposed 
if these are proved. 

Verification of membership as the 
basis for recognition of unions has 
long been opposed by many unions in 
the country. The procedure is long, 
clumsy, susceptible to distortion by 
pressure from employers or the Gov¬ 
ernment and does not truly reflect the 
relative preference of the workers con¬ 
cerned. Making the Court responsible 
for conducting verification does not 
meet these objections. Employer pres¬ 
sure can still operate while legal pro¬ 
ceedings, appeals and writ petitions, 
not to mention injunctions, could pro¬ 
long the verification proceedings, vir¬ 
tually endlessly as, indeed, they are 
under the BIR Act. 

With all these shortcomings, how¬ 
ever, the recognition provisions under 
the Act might yet have received trade 
union support if they had not been ne¬ 
gated by the other provisions. A 
union loses recognition if it advises, 
actively supports or instigates an ille¬ 
gal strike or commits any of the other 
unfair practices listed in Schedule III. 
An illegal strike is itself such an all- 
inclusive category under the prevailing 
laws that the practical effect of the 
present enactment will be to bar any 
strikes or even advice of or support to 
any strikes by a recognised union. 
Other unfair practices by unions as 
listed in the new Act are: effective 
picketing even in legal strikes, refusal 
to bargain collectively ‘in good faith’, 
‘go slow’, squatting at work-place after 
work hours, gherao, and demonstrations 
at the residence of employer or manage¬ 
rial personnel. The threat of forfeiture 
of recognition, in addition to the pe¬ 
nalties prescribed in the other laws, 
>yill effectively tie down a union to the 
prescribed legal procedures. Any talk 
of effective collective bargaining under 
such strait-jacket restrictions is sheer 
make-believe. Yet, one of the profess¬ 
ed objectives of the Act is to facilitate 
collective bargaining! 

Unfair practices, of course, are list¬ 


ed against the employer too. Most of 
them are hedged by phrases like ‘not 
in good faith’ or ‘ak a measure of 
breaking a strike.’ which will provide 
ample loop-holes to the employers. 
But the most outrageous aspect of the 
whole Act is the gross inequity in the 
penalties for unluir practices as pres¬ 
cribed for employers and unions. Even 
if such practice is proved against an 
employer — and this is a big ‘if’ — 
all that the employer will be required 
to do is to rectify his conduct if the 
Court issues a ‘cease and desist’ order. 
He incurs any other penalty only if he 
violates the Court’s order; the unfair 
practice originally committed docs not 
expose an employer to any penalty at 
all. Even violation of a Court’s order 
incurs a brief sentence and a small 
fine. The Union, on the other hand 
can lose its recognition for an unfair 
practice, and thus be driven out of bu¬ 
siness. 

Past experience suggests that the ad¬ 
verse effect of the legal provisions on 
the unions will be further aggravated 
by the grossly lethargic pace at which 
the administrative apparatus of the 
Courts as well as of the Labour De¬ 
partment of the Government works. 

Nagpur Lok Sabba Poll 

Return to Local Issues 7 


A Correspondent writes: 

THE victory of J B Dhote, who 
recently resigned from the Maharashtra 
Assembly, in the election to the Lok 
Sabha from the Nagpur constituency, 
will not, of course, make any differ¬ 
ence to the party positions in Parlia¬ 
ment; yet it needs to be noticed. 

Dhote, though formally a Forward 
Bloc candidate, had contested the 
election on the piank of a separate 
Vidarbha State. It had seemed that 
the Vidarbha State demand had lost 
practically all momentum in the last 
few years. In fact there were allega¬ 
tions that of late the demand had been 
kept alive by the Chief Minister, 
V P Naik, who comes from Vidarbha, 
to give him an alibi for concentrating 
Government-sponsored developmental 
efforts in that part of the State. 
Whether or not there is any truth in 
the allegation, it is a fact that 
Vidarbha has been a favoured region 
for developmental activity since Naik’s 
accession to the Chief Ministership. 
The State Government has also lavish¬ 
ed effort on attracting private industry 


to the Nagpur area under the dogaa 
of. developing the State’s backward 
regions. There has been much criti¬ 
cism, within the ruling party itself, 
that the share of the State Govern¬ 
ment’s revenues which was flowing to 
VidarUia far exceeded what would be 
available to Vidarbha were it consti¬ 
tuted into a separate State. It has 
been snidely suggested that, therefore, 
it would not be such a bad thing at 
all for the rest of the State if Vidarbha 
were to break away. 

It is to be seen now whether Dhote’s 
election will rejuvenate the separate 
Vidarbha State demand. That popular 
sentiment in favour of the demand is 
not altogether dead, in spite of aU the 
favoured treatment of the re^on by 
the State Government, was evident 
during the election. If under the im¬ 
pact of Dhote’s success the movement 
gathers fresh momentum, then it is 
likely that it may no longer remain a 
captive of the Chief Minister to be 
manipulated for his political purposes. 

The other issue raised by the Nagpur 
election is whether the so-called 
‘Indira hawa* can be as potent in 
isolatedelectoral contests or even in 
elections to the State Assemblies as tt 
was in the recent national parliamen¬ 
tary elections. In the latter, it is now 
conceded all round, the Prime Minister 
successfully focused attention on 
national issues to the enormous advan¬ 
tage of the Congress(R). But the 
Nagpur election appears to suggest that 
in different circumstances local issues 
could still play the crucial role. 

The Nagpur seat had been won by 
the Congre.ss in 1967 by a fairly com¬ 
fortable margin of 32,000 votes. The 
Congress had also won all the 
Assembly seats falling within the Lok 
Sabha constituency. Keeping these facts 
in mind, it is evident that the Nagpur 
Lok Sabha result is not at all in keep¬ 
ing with the results of the Lok Sabha 
elections from the rest of the State in 
which the Congress (R) had won all 
but one of the seats it had contested 
and had wrested a number of seats 
from the Opposition parties. 

A bint of how local issues could 
affect elections to the Lok Sabha was 
available even in the results of the 
Lok Sabha elections inasmuch as in 
States where elections to State Assem¬ 
blies were held concurrently — eg, 
Orissa, West Bengal —- the CongroefR) 
fared relatively less well. ‘The Nasnir 
election seems to strengthen the evid¬ 
ence on this score. 
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Exports without Subsidy 


THE Govuriiincnt’s ditision l(i (Hs- 
.eontiniM; tho casii assisfamc on exports 
of d(!Cortii'ateil (■\pfll<Ts and estractioiis 
.uppcars to bave come liki a bolt from 
,tlle blue to the oijiamscd sector of tli*: 
eottoiiser'd pidcessiiii' industry. Till 
now fspoits (|| tbese cspelleis and ( \- 
trac'tions weie eiitilled to a lasb assist- 
anc<' ol 7,.'5 and 12..'5 i>ei tint, respec¬ 
tively. ol Iben I o b value. The industry 
was aelnally expeetiii)' a further in¬ 
crease ill assislanee in view of the re¬ 
cent as well as iinpendiiiH ineieases in 
freight rales by the Conference Lines. 

But if (Government has chosen to 
withdraw the ex|)oit assistance, the 
industiy has only itself to blame. As 
it is, the oiKanised .si’etor of the cotton¬ 
seed proeessiii!; industry has depended 
on Goveinincnl’s siipiiort for too long 
— more than a tiecade and a half since 
its ineeption in the fifties. Very 'little 
has been done by the indnstiy in llie 
meanwhile to stand on its own feet 
and shed the official props. The 
'industiy has tii’ver showed any cost 
consciousness; it has neglected to im¬ 
prove its oper.itional ellicieney and, 
most important, it has failed to culti¬ 
vate th<' domestic market foi cake .iiid 
other by-products. Alter all, the 
Indiislry should have le.dised that the 
’GoveriiTnent could not go on siiiiport- 
ing it foi evi'i. If Indi;i does not have 
a comparative cost advantage in itii' 
world market lor decorticated cotton¬ 
seed expelleis and <‘.straetions, it is 
bellei to slop lh(‘ii es])oit than to 
biiislen the exehe((iier with a penna- 
hent high subsidy. 

The Govcininent decided to subsidise 
the expoit ol d"eoi heated eottonse.ed 
cakes and imsds iiioie than a decade 
ago. not so nineh with a view to pm- 
moling their exiKiils as to eneoiiraging 
cnttonsei'd cuidiing so that the 
couritiy s edibi oil supplies weic aug- 
munted. I’rodiution ol eotloiiseed oil 
did rise liom 17.000 tonnes in 1960 to 
almost. JOO.IKK) lonie s in 1970. But, 
intcnsstingly enongh, despite the absence 
of any incentive, piodnelion ol cotton- 
■seed oil in the miorgani.sed .seitoi him: 
-even more rapidlv. (aiiuiitly the shaie 
ol the unorgainM>d sector iii cotlonse<>d 
oil production i.s as high as ,50 pel 
cent. The orguni.sed .sector’s complaints 
against the Governinciit for disconti¬ 
nuing the export assistance do not carry 
conviction when its own perfonri.ince 
in processing cottcm.sct'd has been so 
unsatisfactory. 


This is not to say that cottonseed 
pioa'ssiiig ill the organised sector 
deserves to he discouraged. It is im¬ 
perative that the cottonseed processing 
industry develops on modem, .scientific 
lilies. Cottonseed when definted and 
processed by the solvent extraction 
method yields as much as 18 per cent 
oil, as against a recovery of just 12/19 
per cent or even less in the unorganised 
units. This is not all. Scientific pro¬ 
cessing of cottonseed not only maximises 
yield of oil hut also makes available 
such valuable hy-produets as linters 
and fibres which otherwise go waste 
when cottonseed is crushed without 
pre-processing. Linters replace tho 
wood pulp icrjuired by the rayon 
industry and .save foreign exchange 
spent on import ol such cellulosic pulp. 
Decorticated cottonseed cake could bo 
used for manufacture of high-protein 
cottonseed Hour for human consump¬ 
tion. The cake can also go into the 
production of compound cattle feeds 
lor domestic consumption, or may he 
expoitcd as at present to earn foreign 
exchange. 

With barely 40 per cent of the 
annual cottonseed production in the 
country being crushed at present, the 
rest being fed waslefully to cattle, the 
need to develop the cottonseed proces¬ 
sing industry on scientific lines cannot 
be over-emphasised. The impact of the 
Government’s decision to discontinue 
export assisfanci' is not likely to be as 
.serious a.s is made out by the industry. 
During the last few years, the direc¬ 
tion of exports of decorticated cotton¬ 
seed extraction has undergone a consi¬ 
derable shift. Exports to UK and West¬ 
ern Europe dropped to 30,000 tonnes 
in 1969 from 83,000 tonnes in 1967. 
On the other hand, exports to the East 
European market and other rupee pay- 
iTKint areas jumped from 52,000 tonnes 
to 76,000 tonnes during the same pe¬ 
riod, The .shift has been brought about 
largely by increase in the realisation 
from sales to the rupee payment areas 
vh-d-vts those to the free currency 
areas. Thus in 1969-70, the fob value 
of exports of cottonseed extractions to 
the free currency areas amounted to Rs 
440 per tonne, hut that of exports to 
the rupee payment areas was much 
higher at Rs 530 per tonne. Exports to 
the rupee payment areas are thus now 
feasible without any export assistance. 

In fact, the difference between the 
unit value realisation from sales to the 


free currency areas and those to the 
rupee payment areas is .large enough 
for Ae Govenunent to safely levy a 
duty of about Rs 60 -per tonne on. ex¬ 
ports to the latter areas. In the pre¬ 
sent state of the international oilcake 
market and the direction pattern of the 
cottonseed extraction I'xport trade, the 
buyers will be willing to absorb the 
incidence of such a duty, either wholly 
or substantially. The proceeds of the 
duty could then Ihi utilised to grant 
freight assistance on exports to the UK 
and Western European markets as well 
as adequate graded development assist¬ 
ance for increasing export of cottonseed 
extractions beyond certain targeted 
figures. The industry should itself 
evolve some such suitable scheme for 
self-financing the promotion of exports 
of cottonseed e\ti actions and then urge 
the Government to adopt it instead of 
pleading time and again for direct catih 
assistance from the Government’s gene¬ 
ral revenues. Simultaneously, the 
industry should also undertake a searcli- 
ing inijuiry into tho state of its health 
to improve its operational efficiency and 
to develop domestic markets for its by¬ 
products so as to seek a lasting .solu¬ 
tion to its prc.seiil maladies. 

Automobiles 

Industry that Doss Not Fit 

WHILE the domestic automobile in¬ 
dustries in most developing countries 
are in trouble, the World Bank has 
come out with further damning I'Vi- 
denee on the Indian industry. Its find¬ 
ing is that the cost diffeiential in India 
between the import and local price of 
a car was 2.2 : 1 hi'fore the dev.du- 
ation of the rupee and 1.6 : 1 after the 
devaluation. The recent interim order 
of the Supreme Court allowing the car 
manufacturers a price increase will 
have restored the diffeiential to its pre¬ 
devaluation rate. By a broad generali¬ 
sation, the World Bank report stales 
that the domestic ‘resource cost’ of au¬ 
tomobiles within developing countries 
was more than 2.5 times the import 
cost. 

The World Bank of course attributes 
the high costs of ilomestic manufacture 
to the small scale of operations and to 
the hfgh costs of materials and procur¬ 
ed components. Its report illustrates 
that the cost ol an (automobile?) die.sel 
engine in India is three times its c6st 
in the US. Evidently, Cummins which 
operates in both India and the US was 
the Idcely source of this information. 
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sac 6 chi* tjie wfade thmi? ora^' 
v^cfa lias followed an open-door poli¬ 
cy towards foreign capital for the do¬ 
mestic automobile industry, is never- 
dieless an inefBdent producer. A sig¬ 
nificant failure has been that of lade of 
standardisation. The different makes 
do not have any standardisation among 
them, and this has meant imnecessary 
fragmentation of the already small runs 
of manufacture possible. The technolo¬ 
gy imported under the guidance of the 
foreigpi collaborators is that relevant to 
the West’s ‘labour : capital’ cost rela¬ 
tions. The unthinking way in which 
foreign collaborators were approved for 
the automobile industry is now being 
lepeated with respect to tractors. 

Ford IS tackling the problem at the 
other end With its maiket-size deter¬ 
mined bv the Asian demand, it has a 
product-wise fragmentation ot manu¬ 
facture, each product being given to 
different countries. Thus, though no 
country will make all the components 
needed for a car, each country will 
make sufficient quantities of the indivi¬ 
dual components to earn its foreign ex¬ 
change needs for importing the assem¬ 
bled car. This seems to be the easiest 
way for developing countries of prop¬ 
ping up the prestige of having an au¬ 
tomobile mdustry. 

Rayon Tyre Cord 

Heads You Lose ... 


IN her address at the FICCI annual 
session, Indiia Gandhi commented ad¬ 
versely on the Tariff Commission’s prac¬ 
tice of fixing prices on a cost-plus ba¬ 
sis. The industries subjected to Tariff 
Commission pi ice inquines have also 
been cribcal of the Commission’s pro- 
c-edures — mainly on the ground that 
the Commission do^s not take mto ac¬ 
count all costs! The latest to take up 
this Refrain is the rayon tyre material 
industry. Rayon tyre material produc¬ 
ers were for'-ed to reduce prices from 
Rs 19 jper kg in 1986 to Rs 15 per kg 
in 1968. Since then the Tariff Com¬ 
mission has recommended a further cut 
ranging from 15 to 20 pei cent. 

The total capacity for rayon tyre ma¬ 
terial is 17,000 tonnes per yeai. ’The 
industry argues that its costs are much 
higher than those assumed by the Tariff 
Commission: Rs 9.48 per kg for Na¬ 
tional Rayon against the Commission’s 
estimate of Rs 8.37, Rs 12.08 for Cen¬ 
tury Rayon against Rs 9.93 and Rs 
13.49 for Shii Ram Rayon against R.s 
10.58. The tyre cord spinners argue 
that depreciation has been calculated on 
diminishing balance method on original 
cost (rather than on straight line basis 


tm rqdacement coat) and diat over¬ 
heads have been spread over an assum¬ 
ed output which, while lower than es¬ 
tablished capacity, is higher than actual 
production attained. Finally, the tyre 
cord producers play their trump ca«l: 
any reduction in domestic price will 
j’eopardise expoits which were Rs 80 
lakhs in 1970 and are promised to j’ump 
to Rs 2.45 crores in future! The export 
price, inculentallv, is Rs 7.50 per kg, 
or about half the present local price. 

Like thf industry’s other arguments, 
this IS strange logic. Firstly, exports 
are still small — about 6 per cent of 
total capaiits Secondly, export los>cs, 
if any, can be covered by subsidies, as 
in the case of other goods. Thirdly, 
since ia>on tsu cord is a basic mate¬ 
rial for tv re manufacture, high prices 
directly ji opardise export of the more 
finished product, namely, tyres. Fourth¬ 
ly, the rayon spinners’ profitability is so 
high that tliev should be able to easily 
absorb cvpoit losses, cut domestic pii- 
ces — and still make a reasonable liv¬ 
ing (by non speiulators’ standards) The 
ciiide tak( ov<i .itlempts that have been 
witnessed icccntly show how specious 
IS the plea about the position of the 
industiy bung jeopardised by a puce 
cut. 

The large I (jiiestion, however, re¬ 
mains is intcrliicnce with the market 
loices the oril} means of bringing down 
prices of any industry? 

Tyre Industry 

Export Problems 


THE annual statement to shareholders 
of R G S Naim, Chairman of Dunlop 
India, summansi s the tyre industry’s 
pioblems ol expansion, exports and 

using costs Dunlop has gradually 

built up expoit markets and its exports 
now amount to Rs 3 crores, about 11.6 
pti cent of its total output. This per 
loimance, though creditable, is not 
enough foi a large unit like Dunlop. 
But the company has its own problems 
in export markets. Firstly, because of 
our inability to iii port more from that 
country, UAR is no longer a market for 
India’s exports c' nylon tyres Such 
sudden shifts in the diiection of exports 
n suit in waste o( effort spent on build¬ 
ing up expoit ni.iikets. Secondly, with 
local costs risiiif, exports have become 
less profitable Also, Government has 
cut duty drawl acks and cash subsidies 
on exports. Finally, and most impor¬ 
tant to remain cotnpebtive in export 
markets, it is necessary to keep abreast 
of the latest technology. As part of 
foieign exchange conservation policies. 


restrictions have to be imposed on im¬ 
port of technology. Whatever its do¬ 
mestic justification, such freezing of 
technology adversely • affects export 
prospects. In tyres, new materials like 
nylon and polyester tyre cord as also 
new designs are being developed; if 
India is to sell abroad, it has to keep 
up with the international Joneses. 

Costs also continue to rise, particu¬ 
larly of cotton and synthetic rubber. 
Naim, however, expresses satisfaction 
with the take-over of domestic rubber 
trade by STC. But he is less satisfied 
wtih the STC’s handling ot some im¬ 
ported niateiials, particularly nickel 
and titanium dioxide 

Finallv, Naim cxpiesses concern 
alxiut capacity expansion. He attributes 
th< leceiit shortages ol t>res to failuie 
ot some new entrants into the industiy 
to implement lic-ences issued to them 
eaily in the sixties. He fears that the 
same experience may be repeated with 
some of the licences issued recently. 
Nairn, thcrcfoie, advocates greater reli¬ 
ance on expansion licences with the 
argument that this will make possible 
expeditious implementation. This, of 
course, raises broader issues of licens¬ 
ing policy on which theic can be diffe- 
unt opinions. 

Farm Supplies 
Sharp Practicas 

THE entry of commercial banks into 
financing of agriculture has sparked a 
minor Iiooni in demand for inputs like 
lortilisi I and capital equipment such 
as punipsc ts in selected pockets where 
banks have been active. Manufactur- 
<Ts of these items have not been slow 
to exploit the situation. It is not only 
that till availability of bank finance 
li.is cieated an assured market for 
them but the emphasis on loans in 
kind (to pKvent misuse of funds) has 
often prtsc nted them with a captive 
market Tins has lid to expected con- 
serpiences. Thus at a meetmg called by 
the Agricultural Finance Corporation 
last month, repic-sentatives of the com¬ 
mercial banks complained that manu- 
lacturer' ot pumpsets, taking advan¬ 
tage of the bed loans given by banks, 
have been supplying equipment of 
uneven cjuality, often at inflated prices. 
They havi also been welching on their 
guaiantei commitments and failing to 
piovide satisfactory after-sales ser¬ 
vice Looking at the situation from 
their oxxTi point of view, the spokes¬ 
men of banks bemoaned that this af¬ 
fected loan recoveries because of 
piimpset failures. Though the results 
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are not so sharp, the same practices 
exist in fertiliser supply where they 
take the form of adulteration, price 
in€ation and forcing of wrong fertili¬ 
ser mixes upon fanners depending not 
on crop or soil requirements but on 
what the supplier has and is most in¬ 
terested in selling. 

To tackle the problem in re.spect of 
pumpsets, the meeting called by the 
ARC decided to appoint a committee 
which would, on the basis of investiga¬ 
tions, draw up a list of approved ma¬ 
nufacturers of diesel engines, electric 
motors and pumps for use of banks. 
The task is not as simple as it looks, 
however. Some time back when there 
was a glut in the puiiipscts market va¬ 
rious State Governments had virtually 
forbidden sale of .sets other than those 
made by ‘local’ manufacturers. It is 
unlikely that such pressures, often ex¬ 
ercised quietly tluough the district ad- 

LETTERS TO EDITOR 


Coup in 

WHILE your comment ‘Stepping 
Backwaids?' (February 6. p 406) is 
factual in much of what it says, parti¬ 
cularly in re.spect of the political his¬ 
tory of Uganda from about 1960, you 
seem to be out of touch with Uganda's 
latest political history till the time of 
the coup — that glorious day of .lanu- 
ary 25, 1971. 

I shall start by narrating the events 
of that day. Sporadic .shooting was 
heard all over Kampala on the night of 
January 25. Radio Uganda failed to 
broadcast any news all through the day, 
but continuously played classical and 
maitial music till 3.45 p in, when 
Wanant Officer Aswa announced that 
men of the Armed Forces had taken 
over power from Ohote and handed it 
to Major General Tdi Amin Dada. 
Within minutes of this anouncement — 
five minutes to be e.\act — the streets 
of Kampala and other major towns 
were filled to capacity with rejoicing 
people. Packed loines, buses, cars, 
and motorcycles, could he seen decked 
with green branches of trees and palms. 
It was the victor)- of good over evil, 
of justice over injustice, of freedom 
over oppression, of nationalism over 
factionalism, of life over death. 

The soldiers gave 18 reasons for 
overthrowing Obote's regime, among 
them; corruption, nepotism, excessive 
taxes, detention of many people with¬ 
out cause, the peipctual state of emer- 


ininistration, will be overcome with 
the drawing up of a list of approved 
manufacturers. Basically, the task of 
providing expert advice to the fanner 
on purchase of fertilisers, pumpsets 
and the like should he the responsibi¬ 
lity of the agricultural extension ser¬ 
vices which are maintained at consi¬ 
derable expense by all State Govern¬ 
ments. That farmers should be taken 
for a ride by suppliers of these items, 
therefore, reflects on the quality and in¬ 
tegrity of these services. It is also a 
reflection on the established manufac¬ 
turers of agricultural .supplies, includ¬ 
ing pumpsets and fertilisers, who have 
so far paid scant attention to efficient 
marketing of their products. This 
failure is now sought to be covered up 
by resort to the familiar device of 
closed shop practices through the draw¬ 
ing lip of an ‘approved list’ of manu¬ 
facturers. 


Uganda 

gene)’, actions against intellectuals and 
peojile oi integrit)', lack of the basic 
treedoms of speech and association, tri- 
lialisin, a government of words and 
promises without action, preaching of 
socialism while practising capitalism, 
development of Obote’s own hixne dis- 
tiict at the expense of the whole coun¬ 
try. To wit: the Lango Master Deve- 
loiJment Plan 1967, the National Ser¬ 
vice Scheme which would require every 
able-bodied person to stay in camps 
away from his home for long periods 
ol time of iipto two years; and the Ge¬ 
neral Service Department which was 
well equipped with modern w'eapons 
and whose purpose was to act as a 
counter-military Jorce to the Uganda 
Army in case the latter thought of 
overthrowing Obote from power as also 
to look out for elements opposed to 
the regime. 

But the penultimate cause of the 
coup was what is now popularly known 
as the ‘Singapore Plot’; it is so called 
because Obote gave orders from Singa- 
jwre to certain of his army officers to 
disann soldiers of all tribes except of 
his own — the Langi, and the Acholi 
who ar(> ethnically related to the Lan¬ 
gi. One of the soldiers to be disarmed 
broke into the Armoury, using; a heavy 
tank, and .so helped the arming of all 
the soldiers. It was then that the sol¬ 
diers decided to take over power and 
hand it over to Dada. 


I have exi>erienced both the Ghana / 
coup which ousted Nkrumah from 
power as well as the Uganda coup; 
and there is no doubt that the latter 
was much more popular and 'caused' 
much more rejoicing than the former. 
Nkrumah’s record in Ghana was well 
acknowledged even by his own enemies 
lioth within and outside Ghana. ‘The 
black history of Uganda brought about 
liy Obote’s rule is yet to he written by 
political historians; when that happens 
the world will be better informed and 
will not judge Uganda’s political events 
through Obote’s public pronouncements 
both within and without Uganda. 

A E Obone 

Kampala 
March 22 

Triumph of Congress(K) 

In his despatch in your issue of March 
20 (“Triumph of Congres.s(K)’’) your 
coriespondent make.s certain statements 
which are lar frmn the truth. He says 
that th<‘ middle-class has a “strong 
cultural aversion to the DMK" and also 
that this middle class is not synony¬ 
mous with tlie Brahmin community. 

The article concludes that DMK won 
because ot a massive feeling for Indira 
Gandhi ! 

Your correspondent is quite wrong. 

Only the Brahmin community middle- 
ilass, which is just 3 per cent of the 
population and which controls all tlie 
leading newspapers and magazines and 
the local PTI and UNI also, was loud 
in its mischievous and malicious propa¬ 
ganda against the DMK. In Tamil 
Nadu, in this mid-term election, the 
fight was not between the DMK-led 
alliance and the Syndicate-Jan Sangh- 
Swatantra front hut between Tamilians 
and Brahmins (on whose side ^was 
Vibhi.shana-like Kamaraj and his caste- 
men). This was purely a racial fight 
and the Tamils gave the Aryans a good 
heating 1 Congress in Tamil Nadu 
meant Kamaraj’.s Congress and if nine 
Congress(R) members from Tamil Nadu 
and one from Pondicherry were elect¬ 
ed to the Lok Sabha, it was because 
of DMK I 

Western civilisation is not suited to 
us Indians; so too journalism which 
is a Western institution and hence our 
Indian journalists may well cea.se writ¬ 
ing about elections. Objectivity is alien 
to as Indians and there is no word for 
‘objectivity’ in our Sanskrit 1 

V L N Cham 

Madras 
April 13 
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‘Expertise’ 

Romesh Thapar 


BANGLA Oesh cannot be the excuse 
for all that is not happening. Nor can 
the fact of Mao playing ping-pong 
with Nixon. And. for that matter, we 
cannot even argue that things are 
happening in our usual slow style. 
Profound changes are taking place in 
Asia and there is already visible a 
growing impatience with our old ways. 
Overnight, India, an area of stability 
and coherence in Southern Asia, finds 
herself compelled to play a major 
power role — and without the neces¬ 
sary equipment, theoretical and institu¬ 
tional. This is serious. 

Wasting Skills 

We find ourselves dependent on 
individual bureaucrats who happen to 
have been entrusted with vital tasks, 
whether in the Home Ministry or the 
Ministry of External Affairs, the Cabinet 
Secretariat or the Prime Minister's 
Secretariat. We will not say anything 
of the Defence Ministry because it is 
part of the secret sector, and we can 
only trust to luck that things are 
working there. As for the rest of the 
GOI, you get the impression that little 
has happened, except that summer has 
arrived. 

With this kind of governmental ap¬ 
paratus, you can well imagine Uie 
situation prevailing in non-official areas. 
A mass of self-appointed experts are 
pronouncing judgments on any apd 
everything. There is great talent here, 


but it remains unrecognised and diffus¬ 
ed. Indeed, no effort is made at 
governmental level to assist this exper- 
ti.se to sharjren its analysis as is done 
in most countries. The only interest 
taken is to “influence" those whose 
views are cmirarrassing. If the matur¬ 
ing .skills of the best of our experts 
are to be utilised, they will have to be 
nursed — or else, increasingly, the 
charlatans, dabbling in the backwash 
of revolutionarj’ events, will dominate 
the scene. 

While India was blundering along 
in the sixties, the need cxmsciously to 
husband and develop our growing ex¬ 
pertise in various international areas 
was not felt. Paltry knowledge and 
half-baked theorising did little damage. 
Bui now the opposite is true. In the 
seventies we will have to address our¬ 
selves to this problem. It is a new 
problem, part of the business of 
national growth. We can no longer 
pretend that it does not exist. If we 
do, we will continue to over-react in 
the Press, on the radio and on public 
platforms. 

Sthistnc; roH CaEOiuiLiTi' 

To allow the official and non-official 
streams of expertise a kind of parallel 
touch-me-not existence is to blunt the 
capacities which have to be mobilised 
for the challenges India wall fac» in 
the coming years. A sifting must fake 
place — and then a carefully structured 


confluence between the official and non¬ 
official streams of thou^t. The wd 
part of the story is that nobody ia 
really working towards this end — and 
nobody really wants to. That is why 
at this critical moment in Southeni 
Asia, despite the consolidation of a 
decisive election result. India is still 
striving for credibility, both at homo 
and abroad. 

Marking time is a psychological atato 
with which we have grown familiar 
over the last ten years. The present 
developments in Bangla Desh, in 
Ceylon, and between China and the 
USA, find us ill-equipped for the tasks 
tliat have to be undertaken. What wfll 
happen when a numlrer of natiems 
begin to react to these changes in the 
Asian power balance? Will we again 
be trailing behind events? We are 
living in the mistaken belief that orga¬ 
nisationally w’e are capable of per¬ 
forming. 

New Capacities 

The. time has come for the Prime 
Minister to .set up a high-powered 
group to advi.se on what needs to bo 
done, organisationally and procedurally, 
to create credibility. What should be 
suggested is something apart from the 
day-to-day functioning of government. 
India, compelled to play the role of a 
major power, must possess new capih- 
cities to meet .sudden international 
crises — and also the .sober ability to 
foix'cast and analy.ye the maturing of 
such crises. 

This kind of infrastructure is totally 
lacking, and must b<‘ built from scratch. 

April 19 
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COMPANIES 


Bonanza for Shareholders 

Hansavivek 


GOODYEAR INDIA made history 
when Its board recommended a bonus 
issue on a one-for-one basis besides a 
total equity distribution of 47.5 per 
cent out of profits substantially lower 
than last year’s and which actually left 
more than half the payment uncovered. 
The report does not say what prompted 
such extraordinarily generous treatment 
of its shareholders. The proposed gift 
shares will involve capitalisation of Rs 
2.54 crores out ol reserves and will 
rank fully for dividend from the current 
year. About two-thirds of the equity 
capital is owned by Goodyear Tire and 
Rubber of the US. 

Declint: in sales and profits is attri¬ 
buted to work .slow-downs, increase in 
the statutory price of natural rubber in 
September last and rises in other 
manufacturing costs. Completion ot 
new production facilities for bicycle 
and automotive tyres has been delayed 
due to the late arrival of both import¬ 
ed and indigenous machinery. The 
machinery is now being installed, and 


it is expected tliat both the new plants 
will go into production during the 
current quarter. The company made 
good progress in its import substitution 
programme. Complex machinery for 
expansion projects valued at over Rs 1 
erore was purchased from indigenous 
sources, besides a large quantity of 
spare parts hitherto imported. Ware¬ 
housing and distribution facilities were 
expanded to meet anticipated expansion 
requirements. 

SPECIALITY PAPERS, which has 
been experiencing financial stringency 
for a long time, has arrived at a settle¬ 
ment with James Finlay. The latter 
has agreed to accept repayment of the 
principal amount of about Rs 12 lakhs 
in instalments on the understanding 
that these are paid regularly. In case of 
default in payment, the firm has re¬ 
served the right to claim the full 
amount of interest and commission due 
to it along with the balance of principal 
to b(! paid. On fulfilment of this obli¬ 


gation, Speciality would save about Rs 
7 lakhs due by it by way of interest 
and commission. James Finlay has been 
associated with the company since its 
inception. 

During its ninth year to September 
last, Speciality’s plant at Vapi continu¬ 
ed to be in operation since January 
1970. Production was 655 tons of pa¬ 
per. The resultant fresh deficit raised 
the accumulated deficit to Rs 33 lakhs 
to stand against the share capital of 
less than Rs 18 lakhs. Output in the 
first five months of the current year 
was .364 tons, and the company expects 
to produce about 900 tons in the full 
year. A component of the crepting unit, 
ordered from West Germany in mid- 
1969, has been received now. Permis¬ 
sion has been obtained from RBI for 
engaging foreign technicians to erect 
this unit. Erection work is likely to 
commence next month. Meanwhile, a 
scheme for expanding the existing unit 
to 4,200 tonnes of machine production 
has been .submitted to Government. 

CAREW has implemented recommen¬ 
dations of the second wage board 
award from Novcmb<!r 1970, instead of 
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Latest Year 

Last Year 

Latest Year 

Last Year 


31-12-70 

31-12-69 

30-9-70 

30-9-69 

Paid-up capital 

254 

254 

17 

17 

Reserves 

571 

631 

— 

— 

Borrowings 

556 

291 

59 

58 

of which Term borrowings 

378 

150 

26 

25 

Gross fixed assets 

676 

656 

52 

52 

Net fixed assets 

255 

289 

43 

46 

Investments 

—■> 

— 

— 

— 

Current liabilities 

261 

231 

12 

13 

Current assets 

802 

1051 

9 

11 

Stocks 

458 

484 

7 

9 

Book debts 

283 

323 

1 

1 

Net sales 

1967 

2153 

19 

3 

Other Income 

38 

28 

— 

— 

Raw material costs 

1395 

1428 

9 

1 

Wages 

149 

133 

2 

2 

Interest 

32 

21 

4 

3 

Gross profit(+)/loss(—) 

188 

351 

_2 

— 6 

Depreciation provision 

50 

61 

3 

2 

’Tax provision 

89 

142 

— 

— 

Not profit(+)/loss('—) 

Development rebate provisinn 

60 

4 

148 

8 

— 5 

— 8 

Transfer to reserves 

Dividend 

— 57 

96 



Amount 

121 

44 

— 

— 

Rate (per cent) 

47.5 

17.5 

— 

— 

Cover (times) 

0.46 

3.18 

— 

— 

Ratios (per cent) 

Gross pioflt/Kdet 

9.55 

16.30 



Net profit/capital employed 
Inventories/sales 

4.34 

23.79 

12.58 

22.48 

38.84 

300.00 

Wages/sales 

7.57 

6.22 

10.52 

66.66 


Latest Year Last Year 
30-9-70 30-9-69 


44 

105 
179 

15 

145 

50 

1 

83 

360 

106 
46 

352 

9 

141 

35 

15 

12 

9 

3 

2 

1 

P 1 
E — 
P8.45 
E — 


44 

146.59 

166 

18 

133 

47 

1 

62 

323.9% 

70 

42 

313 

7 

129 

32 

14 

5 

7 

—2 

3 


P 1 
E — 
P8.45 
E — 


3.41 169 

0.91 — 

30.11 22.36 

0.94 10.22 
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retrospectively from November 1969 as 
directed by the UP Government. It is 
stated that the Central Government did 
not increase the levy price of sugar in 
respect of the existing stocks to provide 
for the increased cost of wages and 
that the company was advised that the 
State Govemmtmt’s notification was 
ultra vires the provisions of the UP 
Industrial Disputes Act. The company 
filed a writ petition in the Allahabad 
High Court which stayed the operation 
of the notification insofar as it sought 
to give retrospective effect to Uie in¬ 
creased wages, pending disposal of the 
petition. During 1969-70, the Rosa 
sugar factory started crushing around 
mid-November and had to continue 
crushing till July 13 “under pressure 
from the State Government” despite 
"the fall in the recovery to around 2 
per <-ent''. The factory crushed 1.66 
lakh tonnes of cane with an average 
recovery of 8.04 per cent, to produce 


THE new Union Labour Minister, R K 
Khadilkar, appears to be keen to res¬ 
tore a measure of normalcy in indus¬ 
trial relations and to ease the dead¬ 
lock in which the industrial relations 
machinery has been caught for nearly 
two years now. He has taken the in¬ 
itiative to hold a conference of re¬ 
presentatives of trade unions outside 
the framework of the formal tripartite 
sy.stem which has nearly ceased to 
function. The conference is proposed 
to be held some time in May, and 
the Prime Minister is expected to at¬ 
tend it. The proposed conference is 
intended to initiate the dialogue 
with the trade union movement, to 
which a reference was made in the 
President’s Address to the joint session 
of the two Houses of Parbament last 
month after the mid-term poll. 

The idea of holding the conferance 
is partly a response to the suggestion, 
made earlier by some of the influential 
, trade union centres, that the Prime Min¬ 
ister should call a meeting of represen¬ 
tatives of the trade union movement so 
that the deadlock, which had arisen in 
the Indian Labour Conference, could 
be broken. Tlie session of the ILC, held 
before the idea was mooted, had been 


1.34 lakh bags of sugar. But the re¬ 
port does not give the comparative fi¬ 
gures of cane crushed, average reco¬ 
very obtained, or sugar produced in 
the previous year. It complains that 
sugar prices fixed for the central UP 
zone were "much below” the cost of 
production and that Government did 
not revise them in spite of representa¬ 
tions from the industry. The loss suffer¬ 
ed in the working of the sugar factory 
was era.sed by the improved working 
of the As.insol distillery which, with 
improvement in the supply of mola.sses, 
could inaintuin production at a satis¬ 
factory level throughout the ypar. The 
Rosa distilleiy also gave improved re¬ 
sults following measures taken by the 
company and its distributors to coun¬ 
teract competition from large indus¬ 
trial alcohol distilleries in the northern 
markets. Eejuity dividend was skipped 
with a view to con.serving funds. 


boycotted b> the All-India Trade 
Union Congress. The Hind Mazdoor 
.Sabha, too, had threatened to boycott 
the tripartite bodies because of th<- 
manrwr in which their work was being 
conducted. 

Doing wmiiout che Triancge 

The pioposed conference will not be 
tripartite. It will be bipartite, involv¬ 
ing only the Government-and the trade 
unions. It will attempt to tlirash out 
the outstanding is.sucs and to achieve a 
consensus on the broad outline of indus¬ 
trial relations before the tripartite 
machinery is again activated. To make 
it as broad-based as possible, the con¬ 
ference is not to be restricted to the 
trade union centres represented at pre¬ 
sent on the tripartite bodies. Only 
tour trade union centres are now given 
representation on the Indian Labour 
Conference and its subsidiary tripartite 
bodies, on the basis of certain criteria 
which determine accreditation of these 
bodies with the Government at the na¬ 
tional level. The criteria appear to 
have become outdated, and they no 
longer reflect the state of affairs in the 
trade union movement in the country. 

There has l>een growing realisation 


of late within the trade union move¬ 
ment as well as in the Government 
that the present pattern of representa¬ 
tion, of labour (and of employers) in 
official bodies, is inadequate and faulty. 
The trade union centres represented on 
these bodies cannot claim to be fully 
representative of even the organised 
trade union movement, much less of 
workars as a whole. With the increase 
in the number of trade union centres, 
with their allegiance to one or the 
other political party, trade union rival¬ 
ry has further sharpened. The failure 
of the Government and the employers 
to resolve the problem of recognition of 
unions at the unit and industry level 
has only aggravated the problem. In 
addition, powerful federations of trade 
unions on an industry basis, many of 
whom do not affiliate themselves with 
any of the national trade union cwitres, 
have come up and have to be reckon¬ 
ed with. To restrict contact with only 
a few trade union centres, and to seek 
national level agreements on problems 
of industrial relations on that basis, 
can, therefore, hardly be effective. 

Railways are a case in point. There 
aic two recognised trade iinion federa¬ 
tions in the railways, but neither is in 
u position to exercise effective control 
over railway workers or to enter into 
any agreements with the administra¬ 
tion which are enforceable and will be 
re.spected by the workers. Wild-cat 
strikes and agitations have, therefore, 
become frequent and widespread in 
the railwas’s. A similar situation exists 
in several other industries and indus¬ 
trial units, both in the private and pub¬ 
lic sectois. 

lIoMNc FOR A Broad Base 

It is for this reason that the proposed 
bipartite conference in May is sought 
to be made more broad-based than the 
official tripartite bodies are at present. 
Besides the four trade union centres — 
AITUC (CPI), INTUC (Congress), 
HMS (PSP) and UTUC (RSP) — others 
to be invited to the conference are the 
Marxist-led CITU, the SSP-led HMP 
and the Jan Sangh-led BMS. In addi¬ 
tion, all-India federations, which func¬ 
tion effectively in different industries, 
will also be invited. This might actual¬ 
ly be the first move to reconstruct the 
official tripartite bodies in due course 
on a broader basis. This will pose con¬ 
siderable difficulties. The INTUC in 
particular is very jealous of its posi¬ 
tion and will not like anything which 
may give official recognition to b&er 
bodies in the ti^de union field. 

However, the problem of industrial 
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relations and labour policy is far more 
complex than that of giving represen¬ 
tation to the various trade union orga¬ 
nisations. The present deadlock in the 
smooth functioning of the tripartite 
system of consultation and regulation 
of industrial relations itself is the out¬ 
come of problems which have remain¬ 
ed unresolved fOr prolonged periods. 
The National Commission of Labour, 
too, failed to offer solutions which 
could be effective. The present situ¬ 
ation in the tripartite bodies has in 
some ways stemmed from disagree¬ 
ments over die implementation of lh>- 
recommendations of the Commission — 
in particular, the recommendation about 
settlement of industrial disputes and 
their adjudication by quasi-judicial bo¬ 
dies, which has found favour neither 
with the Government nor with the 
trade union movement, except to some 
extent with the INTUC. 

Recognition Is Key Issue 

The key issue, of course, is that of 
trade union recognition. Besides the 
reluctance of employers, in both public 
and private sectors, to give recognition 
to the most representative bodies of 
workers unless they are subject to ma¬ 
nagement influence, the divisions in the 
trade union movement and the intense 
rivalries that this breeds make it very 
difficult to find an effective solution to 
this problem. The INTUC stand against 
determining the representative charac¬ 
ter of a union through secret ballot is 
not likely to be given up. But unless 
this is done, the problem of trade union 
recognition is bound to remain a seri¬ 
ous cause of tension in the regulation 
of industrial relations and the elabo¬ 
rate machinery of tripartite consulta¬ 
tion and judicial or quasi-judicial adju¬ 
dication is hound to suffer from many 
limitations. 

The increase in the volume of man- 
days lost on account of industrial dis¬ 
putes is indicative of the critical pro¬ 
portions assumed by the problem of in¬ 
dustrial unrest. As has been noted, the 
total number of man-days lost on ac¬ 
count of work stoppages due to indus¬ 
trial disputes between 1957 and 1965 
varied from 3 million to 7.5 million. 
In 1966, the situation was aggravated 
and the number of man-days lost in¬ 
creased to as many as 13.85 million, 
i e, more than double the 1965 figure. 
In the next two years, the number 
went up to over 17 million each year 
and in 1969 it exceeded 25 million. 
Though the figure for 1970 is not yet 
available, it is likely to confirm the im¬ 


pression that the loss has gone up fur¬ 
ther. 

The prospect does not appear to be 
very reassuring as matters stand. Or¬ 
ganised labour does not appear to have 
found a place or role in the major po¬ 
licy planks of the ruling party and the 
Government. The talk of wage res¬ 
traint, which is lately acquiring consi¬ 
derable importance in Government 
thinking, is causing much perturbation 
in trade unions and is not likely to be 
acceptable to them, except probably to 
the INTUC leadership. In the case of 
INTUC too, it can be assumed that 
whatever the formal position at the na¬ 
tional level, at the unit level the 
INTUC leadership's capacity to restrain 
workers from making their wage de¬ 
mands will be found to be very limited. 
The AITUC and the HMS have already 
taken positions against any wage res¬ 
traint. They are planning a conference 
of trade union centres and industrial 
federations to fake a strong position in 
this matter, well before the conference 
with the CJovemment to he held next 
month. 

No Easy Agbeement 

While the position of the active and 
militant trade unions appears to be that 
a policy of wage freeze is in-built in 
the present policies of the Government, 
the Govenuneiit’s insistence on some 
commitment to production and produc¬ 
tivity on the part of trade unions is 
likely to he firmer now after it has ac¬ 
quired greater political authority in the 
cl<-ctions. Workers’ agitations will not 
be allowed as liberally as in the past, 
and will also be handled more sternly. 
This may widen the gulf between the 
two sides in a conference of the kind 
planned by the Union Labour Ministry. 
It has often happened in the past that 
the good work of the Labour Ministry 
has failed to show practical results be¬ 
cause larger questions of economic po¬ 
licy, and management of the economy 
have run crmnter to such efforts at the 
purely trade union or labour policy 
level. 


Leaving aside the larger questions of 
economic policy, however, the mishand¬ 
ling of labour problems at the manage¬ 
ment level can also prove disastrous. 
One such situation is now being wit¬ 
nessed at the Heavy Engineering Cor¬ 
poration at Ranchi. 

For some, weeks now the HEC has 


been in the grip of serious labour un¬ 
rest. Acting on a unilateral interpreta¬ 
tion of a clause concerning DA in the 
23-point memorandum of settlemmit Ete- 
tween woikers and the management, 
reached in November 1669, and disre¬ 
garding even the award of the Bihar 
Labour Commissioner, the management 
has fixed a certain quantum of DA re¬ 
lief which is strongly disputed by the 
workers. Incidentally, political motives 
are difficult to assign to the workers’ 
agitation at Ranchi since the agitation 
is spearheaded by the recognised Hatla 
Project Workers’ Union affiliated to the 
INTUC. The agitation has taken the 
form of gheraos with counter-action 
through lathi charges and arrest. Seve¬ 
ral of the union leaders and active 
workers have been suspended from ser¬ 
vice. The agitation has since Ijetome 
intense and sharp. 

The management of HEC appears to 
have a peculiar capacity to provoke 
agitations. On an earlier occasion, in¬ 
dustrial relations had vastly improved, 
thanks to the initiative of the then 
chairman of the HEC. But during his 
brief absence from Ranchi, an agita¬ 
tion was provoked by an interested 
group. This group has since come to 
occupy top positions in the Corpora¬ 
tion, after the chairman was made to 
leave under pressure. One of the rea¬ 
sons for the present labour unrest is 
that the present management wants to 
go hack on all the agreements and com¬ 
mitments of the former chairman to the 
workers. 

While, in the name of economies and 
to offset the losses suffered by HEC, 
workers are denied even ordinary de¬ 
mands, the management at the top is 
continuously being made top-heavy. 
The HEC, according to reports, is going 
through a merry spree of upgrading of 
senior posts, creation of new posts in 
the high salary brackets and transfers 
in key posts. It is believed that all 
this is being done to strengthen the 
hands of a clique in the management. 

On the performance side, the record 
is as bleak as ever. None of the targgets 
fixed for 1970-71 has been fulfilled in 
any of the three plants of the HEC and 
the losses are piling up. ’The total loss 
incurred by the HEC adds tip to Rs 66 
crores on an investment of Rs 250 cro- 
res. The effective utiliaation of plant 
capacity does not exceed 13 per cent. 
The prospects for this year do not sug¬ 
gest any significant improvement The 
result is that supplies from the MEG to 
vital projects like Bokaro ate falling 
way behind schedule. 
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EAST BENGAL 

Mukti Fouj’s Two Fronts 

Ashlm Mulcht^dliyay 


THE arrival ol fresh troops from West 
Pakistan to recapture lost areas and 
the ’ formation of a six-member Cabinet 
of the Sovereign Democratic Republic 
of Ban^a Desh are two very signifi¬ 
cant developments in the four weeks' 
war between the Mukti Fouj and Yahya 
Khan’s army. The reason why the West 
Pakistani army has become so restless 
is not difficult to understand. In spite 
of being well fed and well equipped, 
they have been harassed and bottled 
up by a half-starved and unarmed 
people. Apprehending that the mon¬ 
soon may make their condition more 
precarious and that they may have to 
die like starving mice in the besieged 
cantonments, the army prayed for help 
to Islamabad. 

The formation of the Joi Bangla 
Government within just 48 horns of 
the arrival of fresh troops in this coun¬ 
try is equally interesting. Although the 
Mukti Fouj still has control over a 
large part of the country, this has been 
achieved at a tragic cost, and there is 
some doubt as to how long they will 
be able to hold on to these areas. 
Shortage of war equipment and food, 
together with the absence of effective 
international support, has made the 
task of the Mukti Fouj more difficult. 
Although the people and Government 
of India have given their moral 
support to the people of Bangla 
Desh, they cannot violate international 
obligations and so cannot go beyond a 
certain limit. Hence some other alter¬ 
native had to be di.scovered to keep up 
the morale of the people. It is in this 
context that the formation of the Gov¬ 
ernment has to be seen. The Awami 
League leaders think that the setting 
up of the Government will create new 
hope among the people. The knowledge 
that henceforth they will have a gov¬ 
ernment of their own is expected to 
inspire them to fight with greater zeal. 

Insufficiently Organised 

But even then the Mukti Fouj will 
have to face a number of difficulties. 
First, till now its organisation has not 
been strong enough to cope with the 
all-out offensive of a far superior 
enemy force. In many,areas, it is now 
known, the Mukti Fouj could have 
routed the enemy had there been dear 


understanding between the rank and 
file and their commanders; on some 
occasions the Mukti Fouj did not get 
arms in time; and in some cases con¬ 
fusion was created over the control of 
transport and ammunition. When I 
visited some places in Kushtia, the 
local EPR men said that although there 
were only a few jeeps and cars these 
were always under the control of 
Awami League volunteers who often 
used them without any definite purpose. 
According to these EPR men, this had 
created another problem, shortage of 
petrol which, to the MukU Fouj, is as 
valuable as food and arms. There is 
much truth in these complaints. Most 
of the Awami League volunteers 'who 
are seen riding on motor cycles and 
jeeps and running hastily between the 
border and interior parts of the country 
do not have any puipose at all. They 
are self-styled couriers. 

The intelligence system of the Mukti 
Fouj has to be made more broad-based 
and thorough. What has been done 
so far is to form small groups of villagers 
armed with muskets and lathis and to 
place them at strategic points. Although 
the results achieved so far from this 
system are not too unsatisfactory, they 
fall below what the situation demands. 
A relay system in which a particular 
item of news or a message can be sent 
from a distant war-front to the Mukti 
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Fouj headquarters is necessary, and the 
leaders are known to be thinking of 
building up something like this. The 
absence of a disciplined and quick 
courier service has enabled the conser¬ 
vative political parties to start pro¬ 
paganda in the rural areas in favour of 
the Punjabis. 

Pockets of No Impact 

People in the hitherto unaffected 
areas have not yet felt the impact of 
the war. While I was at Satkhira 
(Khulna) I found people wasting their 
time in bazaar gossip. The local leaders 
also appeared indifferent about their 
duty to bring home to the people the 
gravity of the situation. I found only a 
few air raid shelters and barricades in 
the town. 

Another problem which the Mukti 
Fouj may have to face soon is that of 
scarcity of food and outbreak of epide¬ 
mics. Last year’s cyclone and flood 
destroyed the anuin paddy and saline 
water has temporarily sterilised the 
fields. To this have been added the 
ravages of the Pakistani army. Dacca, 
Jessore, Pabna, Rajshahi, Rangpur, 
Sylhet and Dinajpur -districts have been 
severely strafed by the air force. The 
peasants there have suffered large 
casualties, their cattle have been killed 
and huts burnt down. Though their 
morale is still very high, they are in 
no mood to turn tlieir attention to 
cultivation. The Pakistan Government 
has .stopped export of rice to East 
Pakistan and also cut off internal sup¬ 
ply of foodstuffs from Dacca and 
Khulna. Cholera has broken out in 
Dacca, Rajshahi and Pabna. In these 
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citieK, decomposed bodies ate still 
strewn on the streets. Another factor 
responsible for the outbreak of the 
epidemic is the disruption of the work 
of the medical teams who had Ix'en 
vaccinating people. 

Conservative Mu-slinis have been 
exploiting this chaotic situation. The 
Jamaat-i-I.slami, the Omvention Mus¬ 
lim League, the Jamaat-i-Uletna-c- 
Islam, and other organisations, have 
Ijeen asking the p<!Ople to preserve the 
"integrity” of Pakistan and not to fight 
against the army. They talk of the dan¬ 
gers of breaking up Pakistan into pieces 
and warn that whoever supports the 
actions of the Mukti Fonj or joins them 
will be punished by Allah. At present 
the common people in Bangla Desh 
are not in a mood to listen to such talk 
and are detennined to fight the enemy. 
But if th<'y are pressed continuously 
by both nature and men, it is doubtful 
how long they will be able to resist the 
enemy. 

IJNEAS'i Poi-mcAi. Thuce 

Fownation of an exclusively Awami 
League Bangla Desh Government may 
also create some sort of misunder¬ 
standing between the League and 
other political parties who have joined 
the struggle. Symptoms of uneasiness 
are already visible. Although the pro- 
Bhashani NAP has given its full sup¬ 
port to the Awami League, the League 
is still not free from siuspicions about 
the NAP's sincerity. It seems the 
League has not yet forgotten their old 
rivalry. Some leaders of the League 
have also developed a superiority com¬ 
plex. At Chuadanga a prominent Awami 
League leader told me that as the 
people had voted in favour of their 
party the question of sharing power 
with other parties did not arise. Otlier 
political parties, he .said, had support¬ 
ed Mujib’s programme and had identi¬ 
fied themselves with it. But things may 
not be so easy. A very prominent 
member of the pro-Bhashani NAP, 
who came to Calcutta last week, did 
not appear happy with recent political 
developtnents in Bangla Desh. He said 
that politics in the country had to be 
lifted from the scpialor in which it 
had got bogged down and felt that 
this was as much a task lor the Awami 
League. According to him, the pro- 
Bhashani Chhatra Union and the 
Kriiihak Samiti had been offering very 
stiff resistance since the beginning of 
the war, particidarly in Rangpur, 
Dinajpiir, .Sylhet and Mynumsing. The 
results of the fighting in these areas, 
he felt, could be more favourable for 
tlw Mukti Fouj had there Ireen effective 


co-operation he.tween the Awami 
League and the NAP. He said that the 
Awami leaders hesitated to hand over 
arms to them for fe.ar that they might 
not use these anus against the Punjabis 
l)ut might store them up with some 
sinister motive. The NAP leader said 
that the Awami League's apprehensions 
on this saire were ba.seles.s, since all 
parties were now united in Bangla 
Desh. They had forgotten their mutual 
enmities and hatred. 

That the NAP leader's statement 
had some truth in it has been proved 
by the activities of the students. There 
are different student organisations in 
Bangla Desh, i c, the Chhatra League 
(Awami League), the pro-NAP Chhatra 
Union (Motia Group), the pro-NAP 
Chhatra Union (Memon Group), the 
Crain Bangla Chhatra Union and the 
Chhatra Union (Marxist-Leninist) which 
consists of followers of Mohammad 
Toha. Although in the pre-war period 
these organisations clashed with one 
another and bitterness hardened, parti¬ 
cularly between the Chhatra League 

UTTAR PRADESH 


UP, the State that has produced all of 
India’s Prime Ministers, returned the 
party of the present Prime Minister 
with a thumping majority in the mid¬ 
term Lok Sabha elections. But the 
popularity of Indira Gandhi and the 
fact that it was her home Slate are 
inadequate explanations of the pheno¬ 
menon. Election results in UP have 
been influenced more by electoral stra¬ 
tegies and ahgnments than by shifts 
in popular opinion. The Congress(R) 
victory is more due to consolidation of 
socialist, Muslim and llarijan votes — 
the traditionally anti-Jan Sangh vote 
— than to an erosion in the ranks of 
its opponents. 

In terms of seats, the Congress(R) 
tally is indeed impressive. The party 
won 73 out of the 78 seats it contest¬ 
ed. Of the five seats it lo.st, three 
were lost by narrow margins. It lost 
Conda to Congress(O) liy 631 votes 
and Kaisarganj and Kasganj to Jan 
Sangh by 2,600 and 1,600 votes, res¬ 
pectively. Of tht! seven seats that the 
party did not contest, six were left for 
CPI and the seventh for Muslim Maj¬ 
lis. CPI -won five seats (induding the 


and the Chhatra Union (M-L) over the 
murder of some Awami Leaguers, at 
present they are sincerely co-operating 
against their common enemy, the army. 

It is interesting that the East Pakis¬ 
tan Communist Party (ML) led by 
Mohammed Toha and Abdul Haq have 
also taken part in this war. Though 

still very young, the East Pakistan 

CPI(ML) has already organised itself- 
on a solid footing in the Khalispur 
industrial area (Khulna) and in the 
rural areas of Jessore, Pabna, Dinajpur 
and part of Ku.shtia. Although the 
leaders of the Awami League seem to 
he sceptical about the activities of this 
party they have had to admit that 
the.se hoy.s are one of the major bul¬ 
warks of resistance against the army. 

But it can he said that, in spite of 
many handicaps, the Mukti Fouj has 
remained united and it is this unity 
which still keeps its morale intact. 
But as the forces of disunity have 
started to grow, the Mukti Fouj will 
have to open a second front against 
them. 


one by S M Banerji who contested us 
an independent from Kanpur) and lost 
the sixth from Banda to Jan Sangh by 
a narrow margin of 7,000 votes. In the 
communally surcharged con-stituency of 
Moradahad, where Congress did not 
put up a candidate but did not active¬ 
ly campaign for Muslim Majlis gither, 
Jan Sangh won by a margin of 21,000 
votes. Again, Congress(R) and candi¬ 
dates supported by it won in 30 con¬ 
stituencies in what may be called le- 
mote contests with margins exceeding 
75,000 votes. In another 40 constitu¬ 
encies, its margin was fair, i e, between 
25,000 and 75,000 votes. Only in 
eight contests could the party be said 
to have won by narrow margins. 

Laiigf. Abstention 

But to understand these results' in 
the correct iH'.rspcctive and fathom the 
factors responsible for them, they may 
be IcKikcd at from another angle. Con- 
gress(R) secured slightly less than one 
crore votes out of a total electorate of 
4 crorcs and 57 lakhs, which is less 
than 22 per cent. The SVD partners 
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got ovtT 77 lukh votes or 17 per cent. 
About 7 per cent of the votes were 
shared by smaller parties and Indepen¬ 
dents. .While Congre,ss(R) got less 
votes than all the non-Congress parties 
put together, it had an edge over the 
SVD partners. As this edge was uni¬ 
formly spread, its cumulative eflFect was 
to produce a landslide victory in terms 
of seats. Tlius on an average a Con¬ 
gress MP nc<‘ded 1 lakh 37 thousand 
votes to win, while his rival belong¬ 
ing to SVD parties retpiired 13 lakh 
votes. 

Wliat, however, really tilted the 
scales in favour of Congress(R) was 
the confusion and indifference among 
54 per cent of the electorate which did 
not vote. One explanation of the be¬ 
haviour of such a large irercentage of 
voters is that the partners of the alli¬ 
ance — Congress(O), Jan Sangh, Swa- 
tantia and SSP — could not transfer 
.all their votes to one another, after ad¬ 
justment of se.ats. Th<' adjustment, in 
fact, left many voters without a candi¬ 
date or a party of their choice. The 
M’aniram Assembly by-election had al- 
ii-ady brought home this lesson. The 
alliance partners, in fact, succeeded in 
pooling more their weaknesses than their 
strength. SSP, for instance, was not 
only unable to transfer its support 
among backward cla.sses or Mu.slims to 
Jan Sangh, it could not retain some of 
it even for its own candidates on ac¬ 
count of its alliance with the Sangh. 
Likewise, Sangh lost .some of its sup- 
i:iort among the lower middle class on 
account of the iiro-capitalist image of 
its Swatantra ally. Again, the identity 
of Congre.ssfO) was confused by its 
linlo. with Jan Sangh and Swatantra to 
the detriment of its share of traditional 
Congress votes. 

Cni.si.s OF Identity 

Other parties, too, suffered a similai 
crisis of identity. BKD which rose to 
sudden glory in the mid-term Assembly 
poll in 1969 as a champion of the as¬ 
pirations of Jat-dominated west UP, lost 
heavily as it pretended to function as 
an all-State and an all-India party and 
as regionalism and caste became less 
effective factors in the Lok Sahha elec¬ 
tions. For PSP, and to some extent 
SSP, it was difficult to distinguish their 
socialist slogans from those of Indira 
Gandhi. For the same reason, CPI could 
not get a single seat where it was 
not supported by Congress(R). 

Thus all parties except Congress(R) 
have lost popular vote as well as seats 
in comparison with their performance 
in the last general election. Jon Sangh, 


which had polled 47,79,540 votes and 
won 12 .seats in 1967, got 25,24,227 
votes and 4 seats this time. SSP had 
won 8 seats and polled 22,37,143 votes 
in 1967; this time it did not win a 
single seat and its share of the popular 
vote slumped to 8,42,868. BKD, 
which had polled 49,89,116 votes in the 
inid-terni elections for the Assembly, 
got only one .s<'at and 26,11,118 votes 
in the mid-term Lok Sahha poll. Swa¬ 
tantra suffered a more precipitous fall 
from over one million votes in 1967 to 
less than ten thousand votes in 1971. 

Congrcss(R) does not seem to have 
gained much in terms of votes from 
the los.ses of any of these SVD parties. 
Nor are these losses an exact measure 
of the decline ir. their popularity. The 
losses can he mainly accounted for by 
a larger numhei of abstaining voters 
and le.sscr number of candidates field¬ 
ed by each party. Jan Sangh, for in- 
stani'e, contesfeil only 37 seats this 
lime against 77 in 1967 while SSP con- 
tesh'd 2.5 against 41 last time. Thus 
while Jan Sangh's total vote declined 
liy 22 lakhs, in the 37 constituencies 
that it actually contested this time, the 
ileeline is only around 4 lakhs, which 
again is confined to about a dozen 
constituencies. In the remaining 25 
constituencies, the party has held On to 
its previous strength. But in the 40 
constituencies which Jan Sangh did not 
contest this time, it cutild not transfer 
all its votes to its allies. In the ca.se 
of SSP and Congress(O) the problem 
of transferring votes was far more diffi¬ 
cult in view of their less organised 
cadres and .smaller ideological dis¬ 
tance from Congress(R). 

The source of Congress(R) gains can 
he more easily identified in the loss of 
votes .suffered by PSP, Republican 
Party and Independents. As compared 
with the last elections their share of 
votes declined from 5,18,561 lo 
47,3.34 (PSP), 9,46,003 to 52,719 (RPI) 
and .36,65,150 to 17,34,880 (Indepen¬ 
dents). If we presume that the de¬ 
cline in the votes of Independents was 
.shared almost equally by Congress(R) 
and the rest, in accordance with the 
general pattern of voting in the State, 
tne net shift of popular vote on the 
above counts in favour of Congress(R) 
would be around 23 lakhs. The actual 
Congress gain over the votes polled by 
the united party in 1967 is 26 lakhs. 
Congress(O) has now polled 17 lakhs. 
It is hardly riossibic to estimate how 
much of this vote is out of the tradi¬ 
tional Congress support and how much 
out of the support of its electoral al¬ 
lies. 
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Harijan and MuauM Swpobt 

In any case, whatever the size of the 
.slice that Congress(O) cut out of the 
common heritage, it was more than 
made good for Congress(R) by more 
whole-hearted support of the Ilarijans 
and Muslims this time. Despite poor 
overall polling, the Harijan turnout 
improved due, inter alia, to the provi¬ 
sion of s<!paratc polling booths for 
them. As the important leaders of Re¬ 
publican Party worked for Congress(R), 
the splitting capacity of what re¬ 
mained of the party was crippled. Con- 
gres.s(R) won not only all the 18 reserv¬ 
ed constituencies, a scheduled caste 
supported by it won from a genera] 
seat also. Again, while the overall 
share of the party in the total votes 
polled was 48.6 per cent, in the re¬ 
served constituencies it got about 60 
per cent votes. While Congress(R) got 
22 lakh votes in these constituencies 
this time against 16 lakhs secured by 
the united party in 1967, the .share of 
all other parties declined sharply. Jan 
Sangh’s vote in Scheduled Caste con¬ 
stituencies was halved from 8 lakhs to 
4 lakhs, SSP’s vote was reduced to 
one-fifth from about 5 lakhs to 1 lakh, 
PSP’s vote came down from 1,38,165 
to 18,763 and RPI’s from about 3 lakhs 
to less than 12,000 in the same period. 

Equally massive support from the 
Muslim community to Congress(R} 
finally tunicd the scale in its 
favour. Muslims were basically anti- 
Jan Sangh and for that reason anti- 
alliance. For it was the Jan Sangh 
which, with an organisation supt^rior to 
those of its partneis, had shaped the 
image of the alliance and had come 
to be recognised as the main conten¬ 
der for supremacy in the State. In a 
hid to thwart it, Muslims flocked round 
Congress(R). They preferred Hindu 
Congress candidates to their co-religion¬ 
ists on other tickets in order to avoid 
splitting the anti-Sangh or anti-alliance 
vote. It was for this reason that the 
influential Muslim Majlis did not poll 
mure than 36,000 votes in the six con¬ 
stituencies it contested, one of which 
was left vacant by Congress. That this 
particular seat, i c, Moradahad, was 
one of the four seats won by Jan San£^ 
confirmed the calculations of the Mus¬ 
lin voters elsewhere that it was the 
Congress and not any Muslim party 
that could defeat the Sangh. 

PoLABisA-noN, Not Shift 

Tbc upshot of the above analysia is 
that while the anti-Congress vote eidiei 
remained intact or became confused 
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and indiifcrent, the anti-Jan Sang^ 
vote was mobilised behind Congress{R). 
Tt is polarisation of opinion and not 
any siginificant shift in it that is respon¬ 
sible for the dehacl(! of the Sangh-do- 
minated front. For in a State like UP, 
with 15 per cent Muslim and 20 per 
cent Ilarijan iwpulations, the strategy 
of common fronts and straight contests 
against Congress would always boom¬ 
erang on th<' Sangh and on fronts sup¬ 
ported by it. 

In analysing the behaviour of voters 
in th«' general elections of 1967, Raj- 
nl Kofhari conies to a similar conclu¬ 
sion on the basis of data collected by 
him. llis data do not show, he says, 
that, if Congress is faced by a unit¬ 
ed opjiosition (“straight contests") it 
fares any worse than when it is faced 
by a fiagmcnted opposition (“multiple 
contests”). Ti anything, he adds, the 
facts point in the other direction 
(Economic and Political Weekly, An¬ 
nual Niimlier, January 1971). 

One exception to this rule, however, 
IS that Jan Sangh flourishes in straight 
contests against Muslim or communist 
candidates. It is no accident that out 
of the four .seats that the Sangh won, 
in two, Moradabad and Kasganj, its 
main rivals were Muslim candidates, 
and in the third constituency, Banda, 
it was pitted against a CPI candidate, 
in the fourth .scat that the party won, 
it was a quadrangular contest, with 
Congrcss(R), BKD and SSP. The lone 
scat that BKD won was also against 
a Muslim Congress candidate in Ali¬ 
garh, in a nearly polarised contest. 

Again, it is interesting to note that 
out of 30 remotely contested seats, 
where the margin of victory exceeded 
75,000 votes, in 24 the contest was for 
all inactical purposes straight, (i e, 
where apart from the two main contes¬ 
tants, every other candidate got his 
security forfcitetl). In 32 more consti- 
tucncii's, where third candidates did 
not matter, the margin was fair, i e, 
between 25,000 and 75,000 votes. In 
only 8 more or less .straight contests 
was the margin nairow. Out of them, 
as stated above, in four constituencies, 
Rampur, Moradabad, Kasganj and Ali¬ 
garh, Congress(B) was supporting Mus¬ 
lim canrlidates and in the. fifth it was 
backing CPI. In t«o constituencies 
the sitting MP.s belonged to Jan Sangh 
and in a third to Congress(O). 

While Muslims, singly or in combina¬ 
tion with Harijan.s, cannot face any 
caste-Hindu donaiiiatcd party, they 
can decisively fnflilehce the fortunes of 
political parties' in' at least 65 obt 
of 85 Lok Sdbha constitnencies, A 


coalitiun of Muslims, Harijans and 
about 25 per cent caste Hindus can al¬ 
ways sweep the polls in UP. But 
while most of the Muslims and Harijans 
are in this coalition for a negative 
reason, i c, to defeat Jan Sangh, caste 
Hindu commitment is not so categoric 
as to get any Muslim candidate elect¬ 
ed. In the recent election, the strength 
of the coalition lay in its being led by 
Indira Gandhi and in the rationalisation 
of its .sectarian interests in secular and 

WEST BENGAL 


socialist slogans. The election results 
could have a sobering effect on the 
majority of caste Hindus, who voted 
against Congress, and bring-home -to 
them the importance of minority votes. 
But the results as such reflect the 
heightened consciousness of separate 
interests and identity among caste 
Hindus, Harijans and Muslims and are 
in no way a measure of a triumph of 
the secular spirit in the country’s big¬ 
gest State. 


Suppression of CPI(M) 


NEW tensions are building up in 
emobonally surcharged West Bengal. 
The eiwchal events across the State’s 
eastern border have stirred the Bengali 
people as nothing had ever before. The 
sorrow and anger at the inhuman bru¬ 
talities perpetrated by the Pakistani 
army are matched by a tremendous 
pride in the unparalleled heroism of a 
practically unarmed people. Although 
all sections of the Bengalis in the 
State are equally eager to come to the 
aid of their stricken brethren in Bangla 
Desh, the immediate effect of the 
stormy developments in the eastern 
part has been a further sharpening of 
the internal conflicts in the western 
part. A characteristic expression of the 
deepened cleavage is the formation of 
two ‘Aid Bangla Desh’ Committees — 
one under the chairmanship of the 
Chief Mini.ster, Ajoy Mukherjee, and 
the other headed by Jyoti Basu. The 
setting up of the rival Committees 
signifies more than a division of efforts 
in a common cause — it epitomises 
two opposing tactical objectives, at 
least in the internal politics of West 
Bengal. 

Offensive Launched 

The tactical orientation of the first 
outfit was clearly evident in the mass 
meeting held at the foot of the Saheed 
Minar by the parties of the ruling 
‘Democratic Front’. Speakers of the 
various constituent parties, one after 
another, paid tributes to Mujlbur 
Rahman’s leadership of' the people of 
Bangla Desh only to contrast the 
Awami League’s policy of ‘nationah’sm’ 
with the policy of ‘class cleavage’ 
pursued by the CPI(M) in West Bengal. 
Indeed, in view of the possible unsettl¬ 
ing impact on West Bengal of the hap¬ 
penings in’ the neighbouring country, 
geographically and in other ways so 


close to this State, the main constituents 
of the present coalition, and their patrons 
in New Delhi, are today very acutely 
exercised over their old problem ci 
containing and defeating the challenge 
represented by the CPI(M) and its mass 
ba.ses. The coalition government has 
lost no time in addressing itself to this 
task. 

The installation of the new cabinet, 
largely eclipsed in the public attention 
by the more momentous developments 
across the border, was followed by a 
talk by the Chief Minister, who also 
holds the Home portfolio, from the 
Calcutta station of the AIR in which 
he launched his political offensive 
against the CPI(M). While the prohibi¬ 
tory orders under section 1-44 of Cr 
PC have been utilised by the Govern¬ 
ment to deny the CPI(M) any oppor¬ 
tunity to activise its ranks In prote.st 
demonstrations and meeUngs, the 
police aided by the CRP has been 
systematically carrying on its so-callcd 
‘combing operations’. This means that 
large areas are cordoned off for 'hours 
and hundreds are taken into custody 
after widespread searches in the encir¬ 
cled area. In this way large-scale 
arrests are taking place almost daily 
and CPI(M) activists constitute the 
biggest chunk of those detained. ’The 
CPI(M) organs have also reported 
sinister conspiracies to murder the 
party’s leaders and MLAs. Whatever 
the truth of these allegations, the fact 
remains that despite all the ‘combings’ 
and .seizures of arms, the campaign of 
violence and murder has not abated in 
the State. Only the newspapers haw 
started playing down the incidents 
since the assumption of office by the 
coalition government. The victims of 
violence include a wide assortment of 
individuals ranging from a High Gnnt 
judge to Jotedars, but the share ' of 
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CPl(M) cadres among them is numeri¬ 
cally the largest. 

CPI(M) Ranks Restive 

Though smarting under the assault, 
the CPI(M) leaders have so far acted 
with restraint. They have confined their 
counter-moves to the issuing of press 
statements, demanding permissions to 
hold mass rallies and protesting 
against mass arrests of the park’s 
activists. The party has also demanded 
the summoning of the State Assembly 
session. 

But the CPI(M) ranks are getting 
restive. Their anger is finding expres¬ 
sion in the picturesque slogan Yahya 
Indira Ek Hai. Drawing parallels from 
the Pindi-Dacca drama, they point to 
the ‘manoeuvre!,’ to keep their party, 
the largest in the State Assembly, out 
of power, the continuing patrolling by 
army trucks with guns at the ready, 
the denial of democratic rights to hold 
peaceful assembly, and the filling up 
the ‘conci-ntration camps’ with CPI(M) 
prisoners without trial. While the 
party s leadership has not fallen for so 
simplistic an analogy, the post-elcetinn 
developments have offered it little in¬ 
ducement to modify the party’s stand 
about the ‘semi-colonial’ rule exercised 
by New Delhi over West Bengal. The 
impact of the developments in Bangla 
Desh on th<* mass base of the CPI(M) 
has thus on the whole strengthened the 

SOUTH 


EVERYBODY seems to be in favour of 
greater economic autonomy for the 
States and for the ending of the con¬ 
centration of economic power at the 
Centre. It is, surely, a matter of in¬ 
terest and even concern that at the 
recent FICCI meeting some of the most 
prominent representatives of Indian 
big business insisted that questions of 
indusMal allocation and licensing 
should be transferred to the States. 
They made the proposal, it is stated, 
in the interest of speed, of swift dis¬ 
posal of applications. ’The Birlas are 
also known to be advocates of greater 
decentralisation, even though their re¬ 
presentatives were conspicuous by their 
absence from the FICCI conclave. 

It used to be assumed that the Mar- 
warl-Gujarati big capitalists were the 
m^ force behind the trend towards 


urge for a confrontation with the 
Centre. 

The Union Government and its out¬ 
posts in West Bengal have been caught 
on the horns of a dilemma over the cur¬ 
rent happenings in Bangla Desh. The 
victory oi the Mukti Fouz (which will 
increasingly assume the character of a 
peasant army) in the east cannot but 
have a powerful impact on the adjoin¬ 
ing areas of the Indian Union, parti¬ 
cularly West Bengal and Tripura. This 
impact can only serve to strengthen 
the urges and forces that sustain the 
CPI(M). So any effective help to¬ 
wards the victory of the libera¬ 
tion struggle in Bangla Desh will only 
add to New Delhi’s own headaches. 
On the other hand, anything that mi^t 
appear as a let-down of the life and death 
struggle of the 75 million Bengalis in 
the east will surely forfeit the meagre 
fund of goodwill still enjoyed by the 
Indira Gandhi leadership in West 
Bengal and will ultimately bring grist 
to the mills of the CPI(M). Only a 
serious crippling of the CPI(M) in the 
first instance will give the Union Gov¬ 
ernment and the forces it represents 
the elbow room for pursuing a policy 
in regard to Bangla Desh that is dictat¬ 
ed by the relevant geo-political con¬ 
siderations. 

The CPI(M) leadership is not un¬ 
aware of the implications of the 
situation. 

April 17 


centralisation of power visible in the 
Gonstitution as well as in the policies 
and actions of the ruling party. And 
there was and is a good deal of truth 
in this contention. But this is not the 
only aspect nor the only trend. Evident¬ 
ly, sections of big business in India are 
thinking of attempting a simultaneous 
flanking action, of working for a dis¬ 
persal of powers that would enable it 
to acquire greater strength for a future 
confrontation. 

Attack on Gentre’s Powers 

It is against this background that it 
is interesting to find that the Chief 
Minister of Tamil Nadu and some of 
his closest associates have again plead¬ 
ed for greater autonomy for States in 
economic affairs at a recent seminar in 


Madras. Justifying the establishment 
of a State Planning Commission, a 
strong attack was launched against the 
dictatorial powers assumed by the Cen¬ 
tre in the sphere of economic policy 
and decision-making. Many of the ar¬ 
guments were familiar enough. For ex¬ 
ample, it is a matter of long controversy 
that the settlement of industrial dis¬ 
putes in Central-sector projects is out¬ 
side the purview of the States. There 
is an added urgency to this controversy 
in Madras where the dock strike ha» 
been on for quite some days. Another 
example is the inordinate delay caused 
by the fact that even for projects sanc¬ 
tioned by the Central authorities and 
falling in the sphere of the States, it 
is necessary to seek authorisation from 
New Delhi at every stage of imple¬ 
mentation. And the list can go on being 
added to. 

The issue is an old one — as old os 
the establishment of the quasi-federal 
polity of India. It has surfaced again 
following the rather strange outcome 
of the mid-teim poll. As far as the Lok 
Sabha is concerned the Prime Minister 
and her party have secured an 
overwhelming mandate. But not a 
.single new State has l)cen won back 
after having been lost in 1967. No¬ 
where is this fact more strikingly evi¬ 
dent than in Tamil Nadu. The enor¬ 
mous majority in New Delhi cannot 
conceal the fact that in Madras not a 
single Congress MLA is in sight. If 
the DMK benefited from the ‘Indira 
hawa’ it is certainly also a fact that 
many of the Congress MPs from this 
State would not now be adorning the 
Lok Sabha were it not for the skilful 
campaign and powerful organisation of 
the DMK. 

If it is galling for the Congress that 
not only does its writ not run in Tamil 
Nadu but its local leaders have con- 
.spicuously little influence there, it is 
no less galling for the DMK that in 
New Delhi it is beyond the pale of 
power. It has to operate there through 
the Congress. 

It is this odd combination of circum¬ 
stances that has revived all the old 
controversies and given an added 
strength to them. And it is this pecu¬ 
liar imbalance of regional political 
power and the mainstream of national 
power that needs to be attended to If 
the undoubted economic problems are 
to be properly tackled through an al¬ 
teration of the Constitution. The pres¬ 
sure for a Centre-Left alliance and 
coalition emanates from the compulsions 
of the objective situation and cannot 
be easily obviated, not even with over 
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B50 MPs at one's command. 

W'hile due attention has to be paid 
to this facet of the problem, it will not 
do to overlook the fact that the States 
do have powers for economic growth 
which they are very far from utilising 
as fully as they can. It would be quite 
wrong for them to evade the problem 
of raising resources within the State 
cither by jrassing the buck to the 
Centre or by relying on big business 
houses to bring capital, equipment and 
experti.si'. Any analysis of the working 
of the big business houses would reveal 
that they seldom bring in much while 
they always take out very much more 
than they bring in. What looks like a 
gain i.s- more truly a part of the d(‘nud> 
ing process. 

The States have the possibility of 
raising resources, above all, Uirough 
the imposition of a steeply graded 
agricultural income tax. This would 


RANGOON 


IN SPITE of chronic shortages, ram¬ 
pant hlackmorketing and deep econo¬ 
mic depression, a spontaneous uprising 
in linrma is unlikely. The rea.son is 
that the Jlurnu-sc people aie not like¬ 
ly to starve; the lerlile Irrawaddy and 
other liver valley.s invariably yield 
onoiigh rice to feed them. The require- 
meiit.s ol Uie Burmese iHiasantry are 
few. ami as long us thiTc is something 
to eat, the>' arc not going to rise against 
any kind of government that might he 
in iKiwer in Raiigooti. 

But that does not mean that the pre¬ 
sent military rule in the country will 
euntiime indefinitely. Tlieic are other 
I actors, besides popular uprisings, which 
change governments and some of them 
are now at work in Butina. After all, 
till! piesent military Goveniment itself 
as.sumcil power through a coup d'etat 
and not thiough a popular npsurgi'. 

Tlie continued ill-hcalth of General 
Ne Win, the absolute ruler of Burma 
and Chairman of its I3-mcml)er Revo¬ 
lutionary Council, now providc-s possibi¬ 
lities for other groups to make a con¬ 
certed bid for XHJwer. The most pro- 
niinenl .section opposed to the present 
inilitaiy rule is the group of the former 
Piime Minister, U Nu, which, from ex¬ 
ile in Thailand, has been trying to 
bring various tribal revolts under one 
political command and control. But 


serve simultaneously the aim of eco¬ 
nomic growth as well as of equity. 
Economic growth not only in the sense 
of giving more resources to State gov¬ 
ernments but of reducing the power 
of one of the most counter-productive 
lorccs in the country, more particularly 
as far as the .States are concerned. 

In addition, at the level of the State 
it .should be possible to bring into 
being a pattern of growth of public 
sector enterprises and small- and 
mcdium-.seali- iirivato firms which 
would augur well for the national 
economy as a whole. There may be 
need for more autonomy to bo able to 
accomplish this but it is only when the 
case for autonomy is placed in the con¬ 
text of the desire for such accomplish¬ 
ment that it will acquire overwhelming 
support. But this is sadly neglected by 
the champions of autonomy, not least 
in Tamil Nadu. 


before describing the activities of U 
Nil’s group, let us examine the position 
of the present ruling group. 

Ne Win has, for the past nine years, 
kept all political power to himself. He 
has appointed deputies and day-to-day 
administrators from the army but never 
allow'd! any of them to emerge as a 
potential leader of cither the army or 
of the, country. Whenever he has sus¬ 
pected tliat one of liis deputies was 
becoming a leader in his own right, he 
has promptly retired biro, or sent him 
on leave abroad or posted him out as 
an ambassador. The attempt obviously 
was not to allow anyone to reach a 
point in his career where he could be¬ 
come a rival to the. General. This me¬ 
thod has prevented the emergence of 
able arms’ officers in the Government 
who would be able to continue mili- 
tiirs- rule after Ne Win. 

LiKEr.Y Rivals Dismissed 

There have Iseen several military 
leaders who, when they svere about to 
reach the zcnitli of their power, were 
either retired or sent out. As soon as 
somebody showed ability or even pro¬ 
mise, he was promptly got rid of. The 
la.st to be retired was Brigadier Tin Pe 
who had acted as the Chalmian of 
tlie Revolutionary Council in the ab¬ 


sence of Ne Win. He was first sent for 
minor medical treatment to Edinburgh 
and when he returned at the •md of- 
last year, he found that ho had no job. 
The latest Burmese Gazette says that 
Tin I’e has also resigned his commis¬ 
sion in the army. Earlier, Brigadier 
Maung Maung was retired and before 
him. Brigadier Aung Gyi, who had also 
acted as Head of the Revolutionary 
Council. Yet another member of the 
Revolutionary Council who had shown 
great promise in the economic field was 
dismissed recently. He was Colonel Tan 
Yu .Saing, Head of the Myanma 
[Burma] Economic and Industrial Cor¬ 
poration, who had negotiated rice and 
jute agreements with India and Pak¬ 
istan. He fell because he was the bro¬ 
ther-in-law of Tin Pe. 

So today when Ne Win is spending 
much of his time in hospitals abroad, 
Burma does not have an established 
army leader to take over control of the 
military hierarchy governing the coun¬ 
try. Brigadier Saun Yu who has just 
stepped into the shoes of Tin Pe, as 
deputy to Nc Win, is too new to as¬ 
sume, complete and absolute control of 
the military Government if Ne Win 
departs from the scene suddenly. Ne 
Win has been ailing for quite some 
lime and is now in Britain receiving 
treatment for a heart ailment and also 
for a bleeding peptic ulcer and enlarg¬ 
ed prostate gland. It is unlikely that 
he will in future he, able to rule the 
country singK'-handed, as he has been 
doing so far. 

U Nu CoNFIDENl- 

In Bangkok, U Nu and his associates 
told me that by the end of this year 
they would be in Rangoon. By that 
time, they said, cither Ne Win would 
have died or the units of their United 
National Liberation Front would have 
captured the capita! city. From exile 
in Thailand, U Nu has managed to 
bring together elements of four major 
tribes in Burma which have been in 
open rebellion against the Ne Win 
Government. These major tribes arc 
the Karens (who constitute 7 per cent 
of Burma’s population), the Shans (6 
per cent), the Chins (2 per cent) and 
the Mons (less than 2 per cent). The 
United National Liberation Front, form¬ 
ed last year under the patronage of 1/ 
Nu, consists of the Burmese Parlia¬ 
mentary Democracy Party (which is 
the ethnic Burman component of the 
Front), the Karen National Union, of 
which Mahn Ba Zan is the President 
(he is also the President of the Front), 
the New Mon State Party, of which 
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Nai Shwe Kyin is the President, the 
Shan State Army, of which Yang Kyin 
Sein is the commanding General and 
the Chin National Democratic Party, 
of which U Maung Tling is the Presi¬ 
dent. Another large tribe, the Kachins, 
have not joined the Front because they 
want to fight for complete indepen¬ 
dence. 

The Front has bought 2,000 new 
M16 rifles and forty M70 grenade and 
rpcket launchers in South Vietnam. Its 
constituent units have some arms and 
ammunition from before (the Karens 
have nearly five thousand .303 rifles 
with them). On April 1 this year, the 
Front held its annual conference at 
Falu, in Tenasserim Division of Burma. 
At the conference it was agreed that 
the Front now had enough arms to hit 
hard at the Biumese Army and the pe¬ 
riod of preparation was over and that 
the Front units should launch a full- 
scale guerilla struggle. The Front hi» 
many men trained in demolition work 
which is going to be the main tactic 
of its units. By blowing up bridges 
and railway lines the units could seri¬ 
ously disrupt the Burmese Army, which 
they could not do, at the moment, 
vlith other methods like frontal assaults. 

To show that they had .started their 
guerilla struggle in earnest, the consti¬ 
tuent units of the Front staged a series 
of incidents in March and April. On 
March 15, they blew up a pilot train 
on the Martabanjye Railway in Tenas¬ 
serim Division, killing about 30 sol¬ 
diers. On March 17, in six ambushes 
they decimated a Burmese Commando 
force (Speciol Force No 104) near Ka- 
Unyaung, in the tail of Burma. Os 
April 0, units of the Front blew up a 
road bridge between Myawaddi and 
Kawkareik. 

Asked, if by these tactics the Front 
would be able to dislodge the Burm¬ 
ese Army from power, the Front leaders 
told me that they were not fighting 
the Burm'ese Army as a whole. They 
were only fighting Ne Win. If he was 
not on the scene, the situation in Burma 
would change. They claimed that they 
had excellent connections with the 
Burmese Army and certain elements in 
it actually supported the Front. Bo 
Let Ya, now with U Nu and the United 
National Liberation Front, was, after 
all, the father of the present Burmese 
Army. He was Burma’s first Defence 
Minister and it was he who had select¬ 
ed and sent the present high-ranking 
officers of the Army for training. Also 
the former Vice-Chief of Staff of the 
Burmese Army, Kya Doc, and the for¬ 
mer Chief of Staff of the Burmese Air 


Force, Clift, were witli the Front now 
and they had their connections with 
officers in the Army and the Air Force. 
The men who were now training the 
Front’s guerillas in demolition and other 
methods ol fighting were former ser¬ 
geant-majors of the Burmese Army. 
The Burmese Army was composed of 
their kith and kin, the Front leaders 
claimed. After the Front had con¬ 
ducted a tew successful campaigns. 


THE Immigration Bill now being read 
in parliament is, apart from being a 
gesture to a restless electorate, a note 
towards the definition of Tory nation¬ 
hood. It gives legal shape and sanc¬ 
tion to the sort of distinction that Kip¬ 
ling tlrew between his wolf pack and 
the 'bandar log, between the British 
and their kith and kin and those ‘les¬ 
ser breeds without the law’. ’The bill 
sets out to restrict the rights of non¬ 
white people living in this country by 
imposing restrictions and obligations 
upon them and by so doing to alter 
the relationship between jreoplc from 
the ‘New Commonwealth’ and tlie so 
far silent majority of these islands. 

Several clauses of the hill belir; its 
ostensive intention to reclassify Asians, 
Africans and Caribbean people and 
put them on a par witli other foieign- 
ers. The preamble to the draft of the 
bill says that it seeks to abolish the 
privilege of Commonwealth status and 
to regulate the entry of aliens into the 
country. Reginald Maudling, the 
Home Secretary, shedding a few cro¬ 
codile sentiments in the houses of par¬ 
liament about the cruelty of designat¬ 
ing people as ‘aliens’, has invented the 
more functionary status of ‘patrials’ and 
‘non-patrials’, those who lielong to the 
Vaterland and those who don’t. ’File 
word will technically include true-blue 
Britons and all others who have a ge¬ 
netic connection with the raci’ through 
parents or grandparents. This defini¬ 
tion finds a neat if somewhat traiLsjia- 
rent way around the embarrassment of 
reassuring Rhodesians, South Africans, 
etc, that the bill is nut aimed at them. 
The non-patrials will include Euro¬ 
peans, but only until Britain is allowed 
into the EEC and signs the Treaty of 
Rome which will oblige her to give non- 
discriminatory working status to the po¬ 
pulations of member states. Clearly, the 


one would see that several officers and 
men of the army would come over to 
the side of U Nu, they .said. 

It cannot be said that the Front is 
altogether wrong in its calculations. 
Much depends on how the Front puts 
its calculations into action. There is 
sympathy in the country for U Nu, 
and il he can bring about a change of 
government, it will certainly not be op¬ 
posed by the people of Burma. 


non-patrial class will include all black 
people in Britain and those Asians, 
Africans and Caribbean people who 
wish to come here, with or without 
British passports. 

The anomalies that slip through the 
net of this definition have been caught 
and cooked by the Opposition. James 
C.'illaghan, former Home Secretary, 
{Kjinted out that under the bill large 
numbers nl Anglo-Indians will gain a 
right of entry. The Jamaican High 
Commission chose to take up minor 
points of discrimination and object to 
them. It brought to the notice of the 
government that the alien status will 
Ire in fact unequally applied as the bill 
will allow people who are at this mo¬ 
ment aliens to argue a case for settle¬ 
ment if they turn up at a port of entry 
without entry documents, but stop for¬ 
mer Commonwealth citizens from doing 
the same thing. 

But an argument over entry and 
rights of entiy disguise.s the intent of 
the bill Despite all the attention that 
it gets, this issue of entry is a red her- 
ling. Over the last five years no appre¬ 
ciable number of people from the black 
Commonwealth have in fact emigrated 
to this cminti-y. For at least two years 
now. tile numbers of people able and 
willing to move to Britain have been 
significantly le.ss than the number of 
work vouchers the government has 
made available. As far as entry is con¬ 
cerned Britain has admitted and will 
continue to admit the labour force she 
needs to supplement the muscle 
and skills of her own population. 
.She has long recognised that the 
machinery for regulating this flow al¬ 
ready exists. 

’The Bill doesn’t then significantly 
alter the numbers of people entering 
but lays down regulations for their 
treatment once they're here. It will 
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makp legal .several of the malpractices 
already in operation. After the bill the 
Polic<‘ and government bureaucracie.s 
will have several vaguely defined 
irowers. The only control over these 
powers will b(! exercised by the Home 
Secretary of the day. in the immediate 
case Reginald Maudlmg. a man who 
owns, incidentally, shares and stocks 
which give him <lirectorshii> of South 
African finns. In a statute re.sembling 
the law of that country, the immigrant 
entering flm country after July will 
have to carry a pass stating his parti¬ 
culars of work, entry and permitted 
period o( n’sidcnce. The bill also per¬ 
mits any other measures necessary to 
such classification to be taken. Of 
course the police get concomitant 
powers of stopping and searching black 
people, who will presumably not have 
their date of entry into the country 
stamped on their forehr'ads. The law 
will leave black people open to police 
harassment as it puts the onus of prov¬ 
ing their legality on them. Take for 
instanci! the eighteen-year-old black 
Rchord-leaver who. having been born 
here, takes London for home. He 
hasn't a passport because he’s never 
left the country, and he hasn’t a birth 
certificate because the h<!.idmastcr of 
his school took his parents’ word as 
good when he entered. Under the law 
It IS upto the young man, who can be 
kept in custody, to prove that he is a 
patrial. Just as the dangerous drug 
liuv has provided jiolice with an excuse 
to carrs' out a psychological verulelfa 
on black people giving them the power 
to stop, search, arrest w'ithout charge 
or warrant, this law will hand over to 
the police heavs .ininninition to carry 
on. 


Enocii’.s Dkeam 

Aliens will also be obliged to re- 
gistei legularly with the police in 
ortler to ensure that people admitted 
foi a specific tune and for a specific 
iob are sticking to their contract of 
entrs. Th<‘se extra powers will make 
the relationship between the iinniigrant 
cunummities and the police even worse 
than they are, il that’s possible. In 
Netting Hill and Rrixton and in Wol¬ 
verhampton, the police roam the streets 
in spr-eiul patrol wagons picking up 
black youths on all manner of ‘suspi¬ 
cion’. Young black people realise that 
there is a special attitude reserved for 
them in the station where they are fre¬ 
quently taken, insulted, called ‘niggers’ 
and brutally beaten. Attempts to orga¬ 
nise against such repression bring down 
more repression and consequently 


stronger determination to organise. 
The police realise this and have object- 
<'d to the new duties the bill will im¬ 
pose. Th(*y probably feel, as some poli¬ 
tical personalities (Enoch among them) 
do, that the day is not far when they 
will be hard put to it to pacify black 
areas which the\’ will have to patrol 
and enter across barricades of hatred. 

When the ghettoes get too hot and 
the jails too full, the government can 
resort to the safely valve it has built 
into the machinery of the bill — the 
deportation clause. It requires that any 
black man and his family become li¬ 
able for deportation if he is found 
guilty of an offence which carries a 
penalty of six months imprisonment, or 
if his behaviour is in any way deemed 
as lieing against the public good. The 
decision to prosecute and the scope of 
such a prosecution i.s left to die Home 
Office. Another clause permits the 
Home Office to pay the passage of the 
family being expelled. Enoch’s dream 
comes true. 

Gbowinc Awaiieness 

Taken in conjunction with the Indus¬ 
trial Relations Bill, the aliens bill will 
mean that black people will not be 
able to register with any union that 
keeps itself off the official list as a pro- 
te.st against the Tory measures. Mem- 
bersliip of or activity within such a 
union can easily be seen as prejudicial 
to the national interest and can lead to 


deportation. It is time the unions took 
a hard look at the bill and began ,to 
see this as partly their issue. But then 
the unions in England have never seen 
their industrial actions as part of or 
steps towards a class war and so can’t 
be expected to take a clear stand 
against these several Tory programmes 
which add up to an ugly word. The 
Labour party has consistently refused 
to provide a leadership on these lines. 
They have indeed laid the foundations, 
when in power, for them. 

One thing the proposed bill has 
done. It has brought together several 
immigrant groups in opposition to it. 
Organisations like the West Indian 
Standing Conference, the Universal 
Coloured Peoples’ Association and 
others who had .spent their time and 
support trying to gain rights of passage 
for black people through the system 
are now united behind slogans such as 
‘Power to the People’, slogans which 
one only heard from the more militant 
groups as little as a year ago. The 
Black Peoples’ Alliance, a convener of 
parties .such as the Indian Workers’ 
Association and the Black Panther 
Movement called a demonstration two 
weeks ago. Tlierc were ten thousand 
people on the streets demanding the 
withdrawal of the bill. Awareness 
grows, and if these organisations can 
bring out ten times that number they 
may force even this regime to retract 
or to stand exposed. 
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Missing Melodrama 

Nireekshak 


SINCE the split in the Indian National 
Congress, the Press has followed every 
move of the two divided AICC*s with 
extraordinary attention. AICC mecting.s 
had become gatherings of the clan in 
every sense of the term, and the Press 
discovered to its delight that political 
high jinks, dramas and melodramas of 
a kind were never far away from an 
AICC camp. It is no reflection on the 
continued watchfulness of the Press, or 
even on the histrionic abilities of AICC 
members, but this phase of extra-sensi¬ 
tive interest in recent AICC meetings 
is probably now coming to an end. 
The general election seems to have seen 
to that, whatever other issues it may or 
may not have .settled. No doubt the 
first post-election meeting of the 
AICC(R) held some si)ecial interest for 
the Press, but the feverish enthusiasm 
and eager anticipation of earlier days 
are clearly things of the past. It could 
not have been otherwise. As the elec- 
tion results had already been analysed, 
assessed and cvaluutetl lij everyone 
before the AICC(R) met to take stock, 
interest lay mainly in the prognostica¬ 
tions ioi the futuie. 

According to Natioml Herald, 
though, the “main value” of the ses¬ 
sion w.is the opportunity it provided 
lor “a convenient get-together lor rc- 
alfirming pledges and promises". Yet 
it was not resolutions that mattered, it 
asserted, for they can only make "piece- 
nieal pronoiincenient.s on the .social re¬ 
volution", but “till* totality” of things 
like '"agricultural development, indus¬ 
trial growth and employment pro¬ 
grammes”. Si'iiie other comments 
gave the AICC(R) ev«-n less credit for 
its work. “For all practical purposes,” 
wrote Hitamda, “all that the New 
Delhi AICC session of the Ruling Con¬ 
gress has done is to give an assurance 
that the earlier assurances given by the 
party would bo redeemed. The party 
should have utilised the opportunity to 
tell the people the manner in which it 
would redeem its election promises. 
This it has not done ...". Perhaps it 
was “the post-election ennui” that was 
responsible for the session being "not 
exciting enough", commented Tribune. 
May be also, it said, that the “leader¬ 
ship's realism has not been affected by 
the poll euphoria”. In any case, the 
paper argued, the "real test of the rul¬ 


ing party’s courage will not be in the 
implementation oi popular programmes 
like the abolition of privy purses and 
curbing of moiiopijly in industry and 
trade .. . [but] in choosing the right 
priorities and sticking to them”. 

However the most trenchant criticism 
of all was to come from Deccan He¬ 
rald which, while noting the "dutiful 
incantations about socialism” at the 
Delhi meeting, asserted that “it has 
not produced a coherent socialist pro¬ 
gramme”. With the “massive man¬ 
date” it has received in the election 
“the party has been put squarely on 
its mettle and it will be judged by its 
performance and not its promise ... 
and there is no alibi for failure”. De¬ 
tailing the history of what it called the 
“hiatus between policy and its execu¬ 
tion” the Bangalore daily went on to 
say how “.some ol the atnorphousness 
of composition and doctrine that bede¬ 
villed the undivided Congiess” conti¬ 
nued to cling to the party. It was ne- 
cess.iry lor it now to “sheil this ambi¬ 
valence il it is to move (oiward from 
‘tokenism’ to the actual fr.anslation of 
words into deeds”. 

Tluiiigli the Prt'ss took lime off in 
this fashion to give a quick onceover 
to the AICC(R), its mam preoccupa¬ 
tion was still East Bi'ngal. Daily edi¬ 
torials were the order, particularly in 
Tiniex of India, while accounts of re¬ 
porters who had crossed tlie bonier to 
investigate th<' conditions in Banglu 
Desh enlivened the news cohmiiis. The 
burden of editorial opinion, .is belore, 
was that it was impossible to militari¬ 
ly put down the levoll in East Bengal. 
The iniquity ol the international com¬ 
munity in failing to condemn and halt 
the “genocide” there, and the urgency 
of re.cognition, particularly by India, 
ol the provisional Government of 
Bangla De.sli were also subjects of edi¬ 
torial comments. It looks, from the date¬ 
lines of reporters’ dispatches, as 
though the whole ol East Bengal is 
ringed from the Indian side by an army 
of reporters, who apparently also make 
occasional forays into the new state. 
A jit Bhattacharjea’s accounts in Times 
of India of one such foray were spe¬ 
cially noteworthy for their relative so- 
breity and respect for facts. 

Another event which seems to have 
elicited almost universal interest du¬ 


ring the period under review is the 
24th Congress of the Soviet Commu¬ 
nist Party. To what extent, if any, edi¬ 
torial minds may have lieen stimulated 
by the copious reports of the Congress 
proceedings that had been placed in 
.several newspapers as advertisements, 
pri'sumably by the .Soviet mission in 
India, is uncertain. But if National 
Herald is to be believed, though per¬ 
haps it cannot Ire in these matters, the 
Soviet Communist Party “is again the 
party of Lenin” free from "the distor¬ 
tions it suffered during the Stalin pe¬ 
riod”. Whatever I,enin might have 
said to that, Hindnvtatr Times detected 
only a “solter note” as well as “certain 
trends — not necessarily new but 
clearer than before” emerging from the 
Congress. One of tliese trends, it ob¬ 
served, was the decision to raise “the 
living standards of the people, includ¬ 
ing their cash inooines, . . . without 
changing the emphasis on heavy and 
defence indu.stries”. Another trend, in 
the field o( “ec<’noniic management”, 
was the return ol “emphasis on . . . 
overall, centraliscfl planning” from a 
period of “allowing decision making at 
the level ol enterpri.ses”. 

Almost everyone underlined the new 
accent on raising Soviet living stand¬ 
ards. Free Press Joimud pinpointed its 
comments by saying “Russia looks in¬ 
ward”. And why? Because, it said, 
“there is every possibility that certain 
countries in East Europe, partly be¬ 
cause of their limited defence expen¬ 
diture and partly bi’caiise of economic 
leforuis, mav outstrip the Sovii’t Union 
III the gerieial standaid oi living, if 
some have not done so already ”. In 
such a situation Soviet citizens “who 
have long put up with shortages of 
consuiiwi goods and a somewhat aus- 
teie, though probably adequate, stand¬ 
ard of living are likely to become more 
restive than they alieady aie ... Quite 
obviously the leadership seems at last 
to be iletermmed to aimc to grips with”. 
For the rest, the paper said, it was a 
“non-controversiul Congress ”. 

While on the subject ol the intenia- 
tional communist movement, I find that 
that old stager, Kim II Sung of North 
Korea, is back in circulation, continu¬ 
ing to persuade Indian readers to see 
through full-page advertisements (the 
latest is in Free Press Journal) how 
“invincible is the revolutionary cau,se 
of the Korean people”. Obviously, the 
South Korean Consul’s protests to the 
External Affairs Ministry have had no 
effect I 
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SINCE Independciiff, u major objec¬ 
tive of (iovernnient has l)ecii to 
achieve industrial hannuny. With this 
ciul III viitss’, it has enacted laws, 
devised codes, held tripartite coii- 
lerences, cti; liut the end is as elusive 
as evei. Iiirlustrial unrest is growing, 
and so is Ckivoriiinciit interference. 
Hence, thi* importance of the study of 
industiial relations. Industrial rela¬ 
tions connotes not merely the simple 
employer-eniployce relationship but is 
far more c-omplex; it has many dimen¬ 
sions which are not mutually exclusive. 

The book under review is an enlarg¬ 
ed edition of the special number of 
United Asia, issued m commemoration 
of ILO’s 50th anniversary. It seeks 
to assess and examine the multi- 
dimiTisiorial character ol industrial 
relations. It deals with wage boards, 
workeis' parlici|)ation m management, 
tiade union objectives, human rela¬ 
tions, collective bargaining, liroductivi- 
tv, and the psychological and sociologi¬ 
cal appioiich to industrial relations. 

There are 20 ai tides in the book. 
These aitides, contiibuted by acade- 
jiiieians, jirolessionals, tiadc union 
leadeis, and Covernineiil officers, are 
grouped ill two .sections. Section I, 
which consists of six articles, pays tri¬ 
butes to ILO and tiaces the influence of 
Il.O oil Caivernnient’s laliour policy. 
Tin- remaining articles are grouped in 
Seefiiin II under 'Dimensions of 
Industrial Helations in India’. 

One is iiiipiessed li>’ the format of 
the book, blit b.ilked by the contents. 
In most ol the aiticles, the tieatinent 
ol the vaiioiis diniensiuns of indus¬ 
trial lelations has been done at a 
Miperlici.il level. While at some places 
it has been rediii'ed to preaching, 
lit (ilheis It iiierelv loiisists of personal 
reminiscences. No ni'w ideas have been 
advanced as to how better industrial 
relations iiiav be uchiiwed. Siigge.s- 
lions that have bi'cii init foiwaid may 
be summ.rrised as follows: (1) levi- 
sion of the existing legislation on in¬ 
dustrial relations and (2) traii.sforrning 
the outlook of the vvoikers and etn- 
plo\ ers. 

In lecent times tile functioning of 
the wage boards has come under severe 
eiiticism from both emiiloyers and 


miployoes — for different reasons. R 
G Gokhale’s paper defends wage 
boards as a system for settlement of 
wage disputes. He points out its 
■shortcomings, and makes .suggestions for 
overcoming them. But the defence 
provided by Cokhale is at best a 
negative defence. He justifies the 
continuance of wage boards by iwint- 
ing out, and then comparing, its 
■shortcomings with those of other 
agencies like labour courts and 
tribunals. Wage boards need also to 
be judged and defended, not by cit¬ 
ing the shortcomings of other institu¬ 
tions, but by the more rigorous 
criteria of their success in achieving 
the objectives for which they were 
created. Wage boards were set up to 
work out the need-based wages for 
workers. Yet it must be remembered 
that the first wage board for the 
cotton textile industry was reduced (o 
a farce, after a prolonged study, it 
came to the conclusion that a need- 
based wage was beyond the capacity 
of the indiistrs’ lo pay. At the same 
time. It refused to give information on 
its actual calculations or the basis on 
which it came to its conclusions. Sub- 
sciiiicnt wage boards also failed to re¬ 
commend a need-based wage. No 
serious attempt has been made by the 
wage boards to determine the capa¬ 
city ol the industry' to pay. The 
balance sheets of thc.se companies do 
not provide their true economic posi¬ 
tion. Of course, employers have been 
repeating, and continue to repeat, the 
same story about their incapacity to 
pay. But should that prevent a study 
lioin delermining wh.at constitutes the 
capacity to pay? The first and foremost 
condition of better industrial relations 
is. surely, the payment of a nced- 
ba.scd wage — which is, after all, the 
prime motive of work. Consequently, 
the .suggestion that elimination of 
shortcomings in the functlonine of 
wage boards would achieve better 
industrial relations Is of doubtful value. 

Tlie second important dimension of 
industiial relations is workers’ parti¬ 
cipation in management. The Second 
l'’ive-^'car I'lan envisaged tlie associa¬ 
tion of labour with management, pre¬ 
sumably to achieve better industrial re¬ 


lations. Although these schemes have 
been introduced in a number'of under¬ 
takings ol both public and private sec¬ 
tor, they have proved abortive. Meher, 
in his article, points out that conditions 
are not ripe tor a successful exiieri- 
ment in joint management. Unless 
both management and workers feel the 
need tor such association, it cannot 
make headway. It is not that condi¬ 
tions are not ripe; even in the UK, a 
highly industrialised country, the expe¬ 
riment has not been successful. Actual¬ 
ly, there is no material base for joint 
management and co-operation. Since 
Independence, profits have been going 
up and industrial houses have accumu¬ 
lated colossal assets; but the worker is 
still fighting for a need-based wage. 
Under such conditions, how can one 
expect the workers to co-operate with 
the management or to change their 
attitude and outlook towards manage¬ 
ment? Material conditions for such co¬ 
operation arc absent. The simple 
technique of imposing joint manage¬ 
ment cannot yield re.sults. 

Another important dimension of 
industrial relations is collective bargain¬ 
ing. L C Joshi and N M Vakil, in their 
articles, ixlead for collective bargain¬ 
ing. They point out that, other 
methods, such as conciliation, arbitra¬ 
tion, and codes, have failed to achieve 
Ixitter indu.strial relations. Though 
Government pays lip-service to the 
idea of collective bargaining, in actual 
practice, it has hampered the growth 
of collective bargaining. It is high 
time that Government gave up its 
slipshod policy of ‘identity of interests’ 
through a plethora of acts and codes. 

Finally, Vaidya’s article tries to 
locate the origin of indu.strial conflict 
in the minds of men and suggests 
psychological solutions. The opening 
sentence of her article is: “Wars 
begin in the minds of men. so do 
strikes and other forms of industrial 
unrest”. In the very following sentence 
she contradicts hereself: “It is need¬ 
less to say that industrial conflict is a 
icsiilt of .si'veral socio-economic and 
jHilitical lactors.” According to her, 
conflicts arise as a result of differences 
ill perception. For iastance, the effi¬ 
ciency drive is a rational step from the 
point of the management but from the 
woiker.s' point of view it is a threat 
to their job and their very livelihood. 
Thus the same phenomenon is viewed 
differently by the management and the 
workers. Hence conflict. The trouble 
is that .she gives equal weight to 
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these differences. What is rational 
from the point of view of the manage¬ 
ment may result in a lot of suffering 
to labour. Secondly, differences in 
perception are not a figment of the 
imagination but a reflection of con¬ 
crete reality. P.sychology cannot 
change that reality. 

Most of the articles are dc.scriptive, 
and suggestive of a need for change 
on the part ol the workers and em¬ 
ployers. The arrangement of the arti¬ 
cles is unimaginative. Two articles, 
dealing with collective bargaining, are 
separated by 10 articles on other 
aspects of industrial relations. Simi- 


MOSHER in this Iwok has started 
from where he left off in his previous 
book. “Getting Agriculture Moving” 
(Frederick A Praeger, New York, 
’1966). This book is an attempt to dis¬ 
cuss 10 elements affecting agricultural 
growth, five <“ach of which he had 
earlier termed as "essential” and as 
the “acceleratois”. In this book the 
author combines thes<* two sets of ele¬ 
ments into six activities or, more ac¬ 
curately clusters of activities. These 
aie; (1) research to find and develop 
new and iinprovtal farm (and related) 
technology, (2) arranging for the im¬ 
portation and/or domestic production 
of farm supplies and equipment need¬ 
ed to put the new technology into use, 

(3) creating a progressive rural struc¬ 
ture, or organisation of the countryside, 
that provides channels through which 
goods and information can move easily 
back and forth between each farm and 
the total society in which it is located, 

(4) creating and maintaining adequate 
incentives for farmers to increase pro¬ 
duction, (5) improving agricultural 
land and (6) educating and training 
technicians to accomplish all these 
tasks competently. 

What is a progressive rural struc¬ 
ture (PRS)? According to Mosher, it is 
a rural circulatory system that expe¬ 
dites the flow of goods, information, and 
agricultural support services, between 
each farm and the wider society. It 
needs to be organised into units of 
two sizes; farming localities, each ot 
which serves all the farmers within it, 
and farming districts, each serving a 


larly, two articles on human relations 
are separated by two articles on trade 
unionism and industrial relations in 
the public and private sectors. One of 
the articles, ‘Techniques as Para¬ 
meters. ol Productivity’, looks out of 
place. The editor has also .shirked his 
own responsibility of introducing and 
connecting the themes of these articles. 

Had the authors taken a little trouble 
in writing those articles and had the 
editor used a little imagination, the 
book might have been a useful con¬ 
tribution to the growing literature on 
industrial relations. 


number of fanning localities. Thus a 
PRS has several elements. Prominent 
among these are: (i) market towns 
containing outlets where farmers can 
puri'hasc production .supplies and 
equipment and markets whore farmers 
can sell their products, (ii) rural roads 
to expedite and reduce the cost ol the 
coininodities, information, and various 
niral services, (iii) local verification 
trials that determine the base tor all 
practices in the light of local condi¬ 
tions, (iv) the extension service through 
which fanners can learn about, and 
learn how to use, new technology, and 
(v) credit facilities to finance the use 
of piodiictinn inputs. 

The book is divided into .seven eh.ip- 
ters. Covered in a chronological ordi'r 
arc; the farming locality (its nature 
and importance), the f.inning district 
(regional servicing of farming locali¬ 
ties), problems of organisation and ope¬ 
ration, agricultural growth and rural 
weltare, determining place priorities 
for a PRS, and finally, a perspective. 

By fanning locality, the author 
means a niral .area sufficiently small so 
that a fanner anywhere within it can. 
by transport available to him, go from 
his hotne to a market centre where oH- 
farm facilities he needs are available 
and letuni home certainly on the same 
day. As is evident, this definition is 
similar to the meaning assigned to the 
term “i:oinniunity” but treats the so¬ 
ciological aspects ot human groups 
from the standpoint of their influence 
on farm production. In a farming lo¬ 
cality, the author envisages five basic 


and highly complementary elements: 

(1) a market centre providing markets 
for farm products and retail outlets for - 
farm supplies and equipment; (2) ade¬ 
quate roads, Imth to connect the faims 
within each locality to its market cen¬ 
tre and to connect its market centre 
with the outside world; (3) local veri¬ 
fication trials of supposedly improved 
farm practices; (4) the services of an 
agricultural extension service; and (5) 
access to farm production credit. 

A farming district, Mosher emphasi¬ 
ses, is not necessarily identical with a 
political or administrative unit that 
may be called a district. A farming 
district is more a functional unit serv¬ 
ing as a wholesale market for farm 
products and for farm supplies and 
equipment to the farm localities, pro¬ 
viding agricultural research, extension, 
banking and communication facilities. 

In Mo.sher’s vision of modem agricul¬ 
ture, the farming district is the basic 
unit for creating and expanding PRS. 

It is the farming district that meets 
the needs of the fanning localities 
within it; and it is the farming locali¬ 
ties, in turn, that provide farmers with 
the services and facilitii's they need to 
increase production. 

Although the complementarities among 
them make it desirable to treat the 
various elements of a PRS as a single, 
activity in planning their geographical 
location and expansion, their subse- 
((iient efficient operation poses .several 
problems. First, each element of a 
PRS needs organisational ties in two 
directions: (a) a connection to an ap¬ 
propriate larger organisation of the 
same clement, and (b) a connection 
uith other elements of a PRS at the 
same level (loc.dity, district, or iia-* 
tion). Second, those agricultural sup- 
poit activities that are commercial and 
those that are not commercial rerpiirc 
different kinds of administration. Third, 
the most ‘local’ unit of different ag¬ 
ricultural support activities can effecti¬ 
vely serve different sizes of geographic 
area. This fact complicates the task of 
determining the optimum size for indi¬ 
vidual farming districts. Wisely enough, 
the author tines not jirescribe a parti¬ 
cular solution but tries to take note of 
the problems as a stop toward devis¬ 
ing reasonably good solutions in the 
light ol differing sets of local circum¬ 
stances. 

.4s a PRS cannot he provided all 
over the country because of technical 
anil economic difficulties, .some system 
ot priorities is required to tell us where 
to start in each country and in wha^ 
order to extend a PRS to other parj 
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of the counti>-. Allocation of prioritieii, 
according to the author, should 1«> 
done on the basis of a land classifica¬ 
tion that combines an estimate of the 
inherent capacity of each area for 
agricultural prodtiction with an esti¬ 
mate of the immediacy of its poten¬ 
tial for agricultural RTmcth. On tins 
model, the author classifies the areas 
as follows. (1) Imiiiediate Growth Po¬ 
tential (Kn’) areas, (2) Future Growth 
Potential (FGI’) areas, (3) Low Growth 
Potential (LGI’) aieas. To the above 
ehtssineation is ailded the criterion ol 
eeonoriuc uigenes The approach out¬ 
lined to promote agrieiiltiiial growtli 
within a lew years calls lor provision 
of agrieiiltiiral support activities in all 
localities in all IGP areas. It also in¬ 
volves undertaking critical investments 
in research and laiiil improvenwnt in 
FGI’ areas. It does not involve stimu¬ 
lating ol agriciiltuial development in 
LGP aieas, since these aic unlikely 
ever to siippoit a substantia] maiket- 
oiiented laiiniiig indiistiy. 

A PR.S could be created by recog¬ 
nising that a inodeni agriculture is not 
a coiiiiiiodits. bv planning backward 
from a modem agriculture as W'cll as 
lorwaid lioiii the presrml situation, by 
lecognising and acting on the import¬ 
ance ol I arming localities, by recogni¬ 
sing laimnig districts as the ba.sic unit 
loi e\|)andiiig and developing a PRS, 
hv using local veiifieation trials to de- 
teninne loc.il economic possibilities, by 
developing a full J'KS as rapidly as 
possible ill IGP areas and a .skeleton 
I’H.S III FGP aieas, bv recognising the 
two-\\a\ mteidepeiideiK'e of agricul- 
tiiial giowtli ami rural welfare and by 
ineluding prograinnies to encourage 
both, l)\ viewing connnunity-orienteil 
inojeets or caniinugns as an excellent 
\\a>' to co-oidinate the ellorts of all 
agiiinltuial support activities in IGP 
areas onlv, bs vaiying the intensity of 
rural piograimnes to fit regional poten¬ 
tials loi agileiiltiiial growth, by en¬ 
couraging both local and national in- 
itiatise in planning with resiieet to a 
PUS and developing a set ol procedu¬ 
ral steps fill giMiig efleel to these ge- 
neial principh’s. Following these gene¬ 
ral princijiles, the author goes on to 
outline a sample ol II procedural 
steps. 

Though the book’s styli' of writing 
is good, and its cxmceptual appioach is 
new. It nevertheless views agri- 
cuUiiial development in isolation from 
the other sectors of the economy. 
Taking a more realistic view of the 
situation, it is difficult to think of, for 


example, agriculture and industry as 
totally independent sectors not affect¬ 
ing each other, even in countries such 
as India. This limitation has reduced 
the credibility ol many of the excellent 
suggestions of the book. A PRS, one 


might submit, need not, and perhaps 
should not, be a circulatory system' for 
serving a modem agriculture 'alone :■ It 
should serve all the important elements 
of the economy if it is to be legitimately 
called a PRS I 
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The Indian Political System 

Need for New Research Angles 


V Subramaniam 


N Srinivasan 


The Indian political system has obviously grown too complex for simple, elegant models and 
nostalgia for such models will not help us to understand the complex reality — much less change it. 

The old-fashioned political scientists wanted to anchor political studies firmly to constitutional law 
and studies of governmental institutions; Duvergerian political scientists to party systems; and those 
concentrating on election studies to voting behaviour. 

Each of these has an important contribution to make but a fast-growing political system is a 
‘matty-spendoured thing, demanding many types of investigation into many areas. It demands even 
experimenting with m^els other than the simple structuralffunctional models — for example, gaming 
models or dialectical models which need not be the monopoly of Marxists. 

It may be worth going further to simulate fairly complex models in the computer or on paper. In 
fact, models based on actud research conclusions, where available, combined with explicit plausible as¬ 
sumptions, where they are not, when simulated quantitatively may tell us a lot about areas for future 
concern or investigation. Such sophisticated speculation can also tell us much about the breaking 
points of the system and their dangerous possibilities. 

A complex political system deserves no less; it demands variegated research, complex simulation, 
and continuous analysis for its understanding. 


THE Indian political system has, since 
1947, attracted much external and in¬ 
ternal academic interest, for obvious 
reasons.' Indian Independence heralded 
the break-up of the British empire and 
a new era of decolonisation; India’s 
non-alignment policy attracted both fa¬ 
vourable and critical comment from 
outside; India’s democratic experiment 
with the largest electorate in history 
drew wide attention; while Indian 
planning excited general interest not 
among economists alone. These four 
factors — apart from the personalities 
of Gandhi and Nehru — drew foreign 
academics to the study of Indian poli¬ 
tical problems. Indian political scien¬ 
tists, on the other hand, started with a 
deep and siKintaneous interest in the 
freedom stniggle itself which extended 
later to the democratic experiment, 
mainly from a constitutional point ol 
view. However, in areas such as poli¬ 
tical parties, interest groups, and elec¬ 
tions, Indian political scientists largely 
followed the initiative and methodolo¬ 
gies of foreign academics. All this 
academic work, both Indian and for- 
_eign, concentrated on a few, crucial, 
problem areas. And it led to some In¬ 
teresting formulations such as the one- 
party dominant system. However, the 
1967 election results gave such a jolt 
to these emerging formulations that, 
for quite some time now, journalistic 
and academic writing has been concern¬ 
ed with catching up with the failure 


of the old model even while new fac¬ 
tors ol great significance such as dc- 
fectionism and political violence have 
erupted in the political system. In re¬ 
lation to all the.se phenomena, then, 
pained surprise was more in evidence 
than value-neutral academic dissection.® 

This stage is fortunately givmg way 
to one ol calmer observation, and it 
.seems oxipoilune now to look into the 
gap.s and shortcomings in the researehes 
on the Indian political system. As an 
e.ssential background to this, we need 
to understand the framework of the 
system theory which underpins thi^ con¬ 
cept of the political system. Hence 
this paper is organised into thiec parts; 
in Part I we <‘.'.plain the basic systiim 
theory involved in an analysis of any 
systan, in Part II we take a bird’s eye 
view of the research landscape insofar 
as it concerns the political system, 
mainly taking note of serious gaps and 
shortcomings; and in Part III, we try to 
suggest new ie.scarch areas and angles 
that would give greater balance to re¬ 
search effort and may even lead to more 
realistic, sophisticated and predictive 
models. 

I 

Basic System Theory 

’This part is likely to appear rather 
remote from empirical political science 
research and interpretations, partly be¬ 
cause system theory has rarely informed 


the Indian research effort except per¬ 
haps in sociology, and even the average 
Western political scientist has used it 
only recently and limitedK'. But acquain¬ 
tance with this theory is nece.ssary to 
understand rerent Western academic 
u'ork in political science and it is also 
likely to be a psychological stimulant to 
helf) widen oiii vision. We may reap 
these benefits evi'n if we. understand 
the theory in a qualitative manner. And 
<)uantitative understanding might lead 
us further into a more comprehensive 
giasp of the system studied and per¬ 
haps to some toresight of emerging 
trends as well. 

System theory, as it is used in the 
social sciences, in general is a mixed bag 
of ideas derived from diffiTeut natural 
.sciences, while .systems analysis is a 
very xui'cise and veisatile quantitative 
tool based on a piecise niuthcmatical 
c-oncept of systems.■* The former, as 
synthesised in its present form by so- 
ciologi.sts (in particular by Taleott Par¬ 
sons) derives its ideas from four sour¬ 
ces . the Newtonian idea of physical 
systems such as the solar system, the 
thermodynamical concept of a closed 
chemical system of interacting molecu¬ 
les, the biological concept of a living 
organism as a system, and the inherent 
human craving through the ages to im¬ 
pose some order on one’s varied pre¬ 
cepts. In fact, this mixed parentage 
gives it a rather protean charactciV 
What is presented below includes V 
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dements of the (Parsons) system theory 
(as used by David Easton) and some 
quantitaUve elements from die more pre¬ 
cise (mathematical-based) system theory. 
* A system may be looked upon as a 
'Avhole (or a set) whose members are 
interdependent. These members may 
be planets or molecules or living cells 
or human beings In an association, or 
they may be abstract social or political 
concepts or economic or mathematical 
variables. Stated more precisely, a, b, 
and c, form a system when the value of 
a at any moment of time is a function 
of the values of b and c, the value of 
b, a function of a and c and that of c 
of a and b. 

Such a system is called a ‘dosed sys¬ 
tem’, the implication being that a, h 
and c are mutually dependent and not 
dependent on anything else. Once tills 
is granted, the relation between a, b 
and c may he explored, and expressed 
by a mathematical function. It may be 
a simple linear relation or a complex 
exponential one, and it may become 
more complicated U a, b and c play a 
game — when ‘game theory’ is drawn 
upon to derive the function. Once the 
interdependencies of the system can be 
expressed by such a function, however 
complex, the behaviour of the system 
becomes both coutroUable and predict¬ 
able within limits. 

These conditions never obtain in any 
social system. Its members like o, h 
and c may be closely interdependent 
— but, in addition, they are usually also 
related to a number of outside variables 
or factors, perhaps in a less close way. 
Hence considerations which apply to 
closed systems do not apply automati¬ 
cally. But they can be made applic¬ 
able under two c'onditions which, un¬ 
fortunately, arc not made clear by .so¬ 
cial scientists in general. 

In the first place, the factors outside 
the system should be much less closely 
related to the system members than the 
latter are among themselves. In tiiat 
case, the three ceteris paribus tlieorems 
of Simon, Ando and Fischer assure us 
that the outside factors may be ignored 
(a) for .a long time, if only the relative 
(and not the absolute) values of system 
members are being studied and (b) for 
a short time, even when the absolute 
values are studied.* This means that 
once we establish the comparative re¬ 
moteness of outside factors, the system 
is amenable to all the quantitative tech¬ 
niques applicable to a closed system. 

In the second place, when a social 
system is called ‘open’, what is really 
meant is that certain factors called ‘in¬ 
puts’ are taken in and certain other fac¬ 
tors called ‘outputs’ are sent out of tire 
system which exercises some measure 


of control over both. A completely 
open system which has no control 
whatever on inputs and outputs is no 
system at all, and what is meant by 
an open system is really a system with 
some measure of control over input and 
output. It is unfortunate that this 
point is never made clear in the dis¬ 
cussions of an open system by social 
scientists.* 

’The typical .social science model of a 
system thus includes the system itself, 
consisting of closely related factors call¬ 
ed actors or members + inputs repre¬ 
senting certain factors entering tiie 
system from outside ■+• certain factors 
produced by the system called outputs. 
In addition, the outputs affect the en¬ 
vironment and the latter’s reaction to 
the outputs is conveyed or fed back to- 
getiier with the inputs. This is called 
the 'feedback loop’ and is considered a 
very important part of a system model. 


from one fairly stable state to another. 
But this vague compromise called ‘dy¬ 
namic equilibrium’ hides a fundamental 
conflict between (a) the Marxist-minded 
who interpret social evolution in terms 
of a continuing dialectic between a 
thesis and its antithesis, leading to a 
synthesis which becomes a thesis again 
for the next dialectic and (b) the old- 
fashioned structural functionalists who 
postulate a more or less stable equili¬ 
brium. We cannot describe or discuss 
this recent and .spirited controversy 
here, but we need to draw attention 
to the vague and fluid nature of the 
concept of equilibrium at present* 

Lastly, the relation between a num¬ 
ber of different systems and their rela¬ 
tion to a larger enveloping system is 
expressed in two complementary ways. 
To avoid confusion, we may call the 
.smaller systems ‘sub-systems’ and the 
larger enveloping one ‘the system’. The 
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In the case of a political system, as 
pictured above by David Easton, the 
inputs are the (financial, power or sta¬ 
tus-related) demands made by various 
groups as well as tho support (electoral 
propagandist or financial) given by such 
groups; while the outputs are the de¬ 
cisions and (implementation) actions of 
the system.* ’The system itself is sup¬ 
posed to consist of various political bo¬ 
dies such as cabinets, legislatures, par¬ 
ties, and pressure groups, though prac¬ 
tically all social scientists are a little 
vague about what constitutes the mem¬ 
bership of a given system. The working 
of the feedback loop is also left a lit¬ 
tle vague. A distinction needs to be 
drawn here between two broad types of 
system reaction to feedback — vis, 
tho system which merely adjusts itself 
for continuous existence on receipt of 
the feedback message, very much as a 
cyclist turns left the handlebar of a 
rightveering bicycle, and the system 
which learns continuously at the expen¬ 
se of the environment from feedback.’ 

This takes us naturally to the conten¬ 
tious concept of equilibrium in a sys¬ 
tem. A ‘good’ system was supposed to 
attain a state of peace and stability in 
regard to the mutual relations of its 
members and if disturbed is supposed 
to get back to that state. This idea 
has been considerably modified to In¬ 
clude the movement of the system 


former are related to one anothor 
through the outputs of one sub-system 
forming the inputs of one, or more, 
other sub-sysfems, while the total of all 
inputs of all the .sub-systems equals the 
total of outputs. Secondly, for descrip¬ 
tive convenience and clarity, we say 
that each sub-system has a goal which 
is equivalent to one of the functions of 
the whole system.* 

A brief account of how system ideas 
came to be used in the social sciences, 
and in political science in particular, is 
necessary to round off this short sum¬ 
mary of system theory. It was no ac¬ 
cident that it took shape first in Socio¬ 
logy and found its first extensive use 
there. Other social sciences such as 
politics, economics, and law, had in the 
18th and 19th centuries crystallised 
around visible institutions such as King, 
Parliament, Ministers or Courts, or in 
well-defined areas of behaviour such as 
bnving and selling; but anthropology 
and sociology took the whole range of 
human l)chaviour and institutions as 
their subject. To advance beyond Fra¬ 
zer’s “Golden Bough", it was necessary 
for them to have a connecting link for 
this apparently scattered subject mat¬ 
ter and a base for this wide area of 
conceni. So, starting from some simple 
ideas of structure and function in Bri¬ 
tain, borrowed partly from Durkheim, 
system theory added on contributions and 
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modifications over half a century, and 
took final shape in America at the 
hands of Talcott Parsons.** 

It came to political science rather 
late, mainly because the Anglo-Saxon 
legal-constitutional basis of political 
studies induced a psychology of exclu¬ 
sion of anything non-Iegal, imprecise or 
emergent. The exclusion was broken in 
the US but only in stages, political 
parties weie recognised as part of poli¬ 
tical studies late in the last century and 
received a full measure of recognition 
in Coodnow's “Politics and Adminis¬ 
tration” which also confiimed Wilson’s 
earlier invitation to treat ‘public admi¬ 
nistration’ as part of such studies.** 
Bentley saw early in this century that 
this extension was not enough and 
brought in the interest groups that in¬ 
teract with political parties sometimes 
from the inside and sometimes from the 
outside. This cautious, .step-by-step ex¬ 
tension ol the area of interest was pre¬ 
dictably replaced in the U).50s by the 
inclusive approach, mainly for two rea¬ 
sons. In the first place, the Parsonian 
.system Iheors' was lieeoming popu¬ 
lar, its trealnieiit of the economic sys¬ 
tem .IS a siili-s\stnii ol the total social 
system was lollowed by Dunlop in his 
,study ol the indu-strial relations .system, 
and his ixample was htitirid to spread 
fnithei. Secondly, the sudden post-yvar 
expansion ol American academic inte¬ 
rest to the oiitsid<' world, and partieu- 
hnly to di’veloping countries, and the 
diHieiillies ol visiting American re- 
searelieis in interpreting political pheno¬ 
mena therein, drove them to look Ku 
an iniliisive theory, fn lael, time was 
ripe loi exteiuling the system theory, 
when D.ivid Easton worked out his 
theoiy of political sy.stenis in detail in 
his "Krnniewoik loi Political Analysis” 
and his later "Systems Analysis of Po 
litical I,lie". Ills use ol sysU-m theory 
has helped political studies and re- 
seaieli to .some extent, but its applica¬ 
tion has not fulfilled th<' hopes rai.sed 
at the liegirinmg. We shall go into the 
leasoiis toi this disappointment later 
when sve look into the research work 
on Indian polities and its shortixiinings. 

II 

The Research Landscape 

No particular theory or outlook m- 
foniied the early writings of Indian 
journalists and academic.s on Indian 
politics. Their immediate area of inte¬ 
rest was naturally the constitutional 
process in India — and a good num¬ 
ber of books and articles were confined 
to I^al interpretation and its obvious 
political overtones, with a chapter or 


two thrown in on the story of constitu¬ 
tional reforms under the British. A 
few strayed into discussing the Indian 
social heritage and its implications for 
democracy.** Simultaneously, there was 
keen interest in finding the full story of 
the transfer of power into Indian hands. 
The immediate post-Independence years 
produced tyvo areas of intense disillu¬ 
sionment in politics: first, in regard to 
the restriction of civil liberties under 
Congress rule, and secondly, concern¬ 
ing the bitter internal group rivalries 
in the Congress, particularly in the 
State legislature parties, spilling over to 
day-to-day administration. These two 
naturally received journalistic and 
some academic attention in tones load¬ 
ed with moral indignation.** The aca¬ 
demic atmosphere changed with the 
first general election of 1952 and the 
sweeping vietoiy ot the Congre.ss. At¬ 
tention then began to focus on four 
problem areas mz (a) political parties, 
their structure, and the party system in 
India, (b) the planning process and (c) 
elections and electoral lie.haviour and 
(d) field studies of cominuiiity develop¬ 
ment and later, i’anchayati Raj. The first 
began to embrace thi’ supporting groups 
of the pal tics, inz, interest groups, cas¬ 
tes, associations, business hou.ses, and 
trade unions; while the second attract- 
I'd some of the best economists in the 
world and, in due course, naturally 
drew attention to its political implica¬ 
tions too.’* Election studies were, how¬ 
ever, descriptive to start xvith and be- 
ciiiiie ipiaiititativi' much later. Studies 
ol community development and Pan- 
ehayat Raj weie initiated by anthropo¬ 
logists and sociologists, and this led 
them to study local politics and 
State-level ixditics.’* This was per¬ 
haps the most fortunate develop¬ 
ment, us it brought into politi¬ 
cal studies the tcchnujiie of concen- 
tiatcd field observation — as a coun- 
terjioisc to the prevalent generalisa¬ 
tions al an .All-India level. By the inid- 
filtics, llieie was already a regular 
How ot foreign academics (mostly 
American) into India and they stimu¬ 
lated re.search in quantity with money, 
example, and drive, and in particular 
populari.sed the techniques of survey 
re.search after a fashion. But the great 
American contribution was the publi¬ 
cation of syraixi.sia on specific pro¬ 
blems.’* These brought together the 
available knowledge and viewpoints for 
instant consumption and comment, and 
also shaped important inter-disciplinary 
topics such as modernisation, or plan¬ 
ned economic and social change. On 
the other hand, they had the ill effect 
of proliferating symposia to the neglect 


of deep research. From the late fifties 
onwards, research in political science 
has developed in some quantity in 
several favourite directions to Ae 
neglect of others. Simultaneously with 
this development, some models and 
comprehensive interpretations of Ae 
Indian political system as a whole 
emerged — such as the one party 
dominant system, the politicisation of 
the traditional institutions of caste and 
religion, and Ae simultaneous co¬ 
existence of loosely-linked semi-auto¬ 
nomous political units at different levels 
in the Indian political system.** It 
was these comprehensive interpreta¬ 
tions that received a jolt from the 1967 
elections. 

’The above account does not attempt 
to he a history of Indian political sci¬ 
ence research during the last two de¬ 
cades. It is written from memory main¬ 
ly to highlight certain phases and in¬ 
fluences, to refresh the reader’s memo¬ 
ry, and to provide the background for 
the lollowing discussion of the gaps 
and shortc’omings. .Some of these apply 
particularly to India, and otheis to po¬ 
litical science re.search in most coun¬ 
tries. 

The initial slowness in the develop¬ 
ment of field research, and its subse¬ 
quent pioliferation, can be attributed 
to some obvious reasons. Except in 
anthropolog>’, in the other academic 
areas in India tor a long time docu¬ 
ments were considered the natural 
sources and field research was consi¬ 
dered rather vulgar. But this prejudice 
was easily wiped out by the example 
ot well paid respectahle foreign acade¬ 
mics doing field work. A more important 
reason was a moral stance against exist¬ 
ing ‘evils. The two-nation theory was 
morally wrong, .so there was no point 
ill finding out who believed in it. , Si¬ 
milarly, caste was evil, caste-based par¬ 
ties were evil and let us fire editorial 
darts against it rather than investigate 
it. Groiipism in the Congress was im¬ 
moral and should be condemned raAer 
than researched upon. These attitudes, 
more explicit among the older journal¬ 
ists of the Candhian era, were also 
shared by Indian political scientists.’* 

WiA the increasing popularity of 
field research, the tide now seems to 
have turned. But it is not realised that 
the two types of field research are 
complemcntaries and not substitutes for 
each oAcr. The older anthropological 
type of concentrated field observation 
collects facts as the ‘objective’ investi¬ 
gator sees Aem. ’The new survey re¬ 
search collects Ae impressions and at- 
tiAdes of Ae actual participants in a 
situation, quantitatively. BoA are ne- 
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•cessary, and one is a corrective of the 
other. This view is largely accepted 
now, even in Britain, but has not yet 
gained ground in India. 

Interdisciplinary isolation, which V 
Subramaniam has discussed earlier 
(‘Inter-Disciplinary Isolation in Univer¬ 
sities', July 5, 1969, p 1071), is respon¬ 
sible for some missed insights. This is 
perhaps at its worst between history and 
sociology since a combined knowledge 
here would be most fruitful.** To give 
one example: the selective rise of some 
State leaders and some groups to all- 
India prominence, and the relation of 
regional to the central organisation, were 
perennial problems in India's history. 
A historian like Panikkar was able to see 
the continuity of this phenomenon from 
the rise of the Marathas to that of 
Padayachis. But in general, political 
scientists when they deal with the use 
of traditional supports such as caste for 
modem political parties fail to realise 
that this was exactly what Shivaji, Ran- 
]it Singh, and Madhoji .Scindia, did for 
their task of integration and that it had 
its advantages and disadvantages. 

A third shortcoming, vis, the lack of 
predictive ability or explanation after 
'the event, is not peculiar to Indian po¬ 
litical science research. It is quite wide- 
.spread and already subject to nasty 
jokes.*’'’ The obvious reason is that 
predictions, usually based on tire pro¬ 
jection of existing factors in the model 
of the political system, are easily falsi¬ 
fied by new factors not included or 
foreseen. Where this is due to the model 
of the system neglecting some existing 
factors, the blame rests squarely on the 
researcher. One of the purposes of sys¬ 
tem theory is to alert him to such pos¬ 
sibilities and induce him to look deep 
for all the relevant factors and to draw 
a workable boundary for the system. 
Unfortunately, this knack, which I call 
‘system consciousness' is not automati¬ 
cally created by a study of system 
theory. In some cases, it is induced by 
the study, in others the study simply 
induces ju'gon-consciousness, while in 
some others — notably good journalists 
— it exists naturally without any study 
of system theory. That is why the best 
journalistic comments often provide a 
better interpretation of current politics 
than the laboured writings of some poli- 
tioal scientists after the event.** 

Apart from this widespread general 
lack of system consciousness among 
academics, there are other shortcomings. 
The chief of these Is the unbalanced 
distribution of research effort in some 
areas, considered easy or immediately 
rewarding. A perusal of the appendix. 


‘Further Reading', of Morris-Jones’s 
“The Government and Politics of India", 
reveals the imbalances existing in the 
early sixties but it is more interesting 
to note that since then, only one signi¬ 
ficant area has been added to the list, 
viz, that of total interpretation of the 
Indian political system which was rather 
embryonic in the early sixties. It is na¬ 
tural for research workers anywhere to 
crowd into an apparently immediately 
rewarding problem area, rather than 
pioneer work in a neglected new area. 
But this general trend is made more 
acute by the Indian situation. In the first 
place, this nish is encouraged by the 
greater availability of money for some 
types of research. Secondly, the ten¬ 
dency to nish into known areas to do 
similar work or even duplicate old work, 
is encouraged by the importance at¬ 
tached to post-graduate paper qualifi¬ 
cations. This rush also effectively fore¬ 
closes better research on the same topic 
for quite some time. 

These, and other shortcomings, af¬ 
fect a general interpretation of the po¬ 
litical system more dian they affect sec¬ 
tional interpretations. Lack of research 
in .some areas drives the general theorist 
to depend too heavily on other re¬ 
searched areas. Since voting behaviour 
is the most researched area, apart from 
public administration (with parties and 
legislature running a poor second), a 
portrayal of the Indian political system 
draws too heavily on it. ‘The evolution 
of the one-party dominance concept 
may be thus traced from (a) Myron 
Weiner’s tilting against Duverger, with 
India’s flourishing multi-party system in 
a simple majority electoral situation, 
through (b) researches on the victorious 
all-India Congress party, and the attri¬ 
bution of the democratic function of in¬ 
fernal opposition to its factions and (c) 
to the final shaping of the one party 
dominance thesis. This thesis was pre¬ 
sented as both realistic and democratic; 
realistic, because the Congress majority 
had survived three general elections 
and several by-elections, gaining less 
than 50 per cent of the votes cast, and 
democratic, becau.se the opposition was 
provided from inside by factions and 
from outside bj' other parties trying to 
influence the factions. On the factual 
side, it left out two factors (i) the slow 
but sure absorption of the election les¬ 
sons by opposition parties and (ii) the 
terrific bandwagon effect of defeat on a 
mass electorate and a loosely-knit party. 
Both factors came into play in 1967, 
and wiped out the model. In fact, die 
bandwagon factor has had long-term 
effects in disrupting the Congress itself 


and in modifying Centre-State relations 
considerably. With the benefit of hind¬ 
sight, we may note that the two-decade 
story included phenomena other than 
consensus and it was more dialectical 
than was recogni.sed at the time. The 
strength of the Congress Centre vis-a-vis 
the State legislature and organ! sab'onal 
wings was a carryover from the free¬ 
dom struggle, reinforced by a centripe¬ 
tal constitution and a traumatic reaction 
to Partition. Factionalism in the States 
was partly the result of differences be¬ 
tween the borders of the Pradesh Com¬ 
mittees and the British provinces, the 
periodical rec.-onstitution of the former 
and then of the latter, simple power- 
lust, a lack of re.sponsibility encouraged 
by the ultimate possibility of President’s 
rule,** and the subconscious connivance 
of the Central leaders who enjoyed 
‘peace-imposing’ on the State Congress 
parties. The balance was bound to tilt 
in the opposite direction sooner or later. 
The slow translation to, and debilita¬ 
tion at, the Centre of some State lead¬ 
ers led to the strengthening of the other 
State leaders who stuck to their States 
and gained more strength through the in¬ 
crease in regional consciousness. The tre¬ 
mendous decrease in tlic Centre’s pres¬ 
tige, following the Chinese invasion of 
1962, strengthened the hands of State 
leaders such as Kamaraj with an enviable 
record of stability.** The combination of 
such leaders to compose the quarrels at 
the Centre was a reaction that came a 
little sooner than was expected, but it 
was bound to come anyway. 

The Kamarajian big-brother act at 
the Centre only slightly delayed the 
strengthening of regional non-Congress 
parties. In .spite of the measures taken 
by the Centre, Plan failures and the 
food crisis biought down Central pres¬ 
tige further. This benefited regional 
leaders and parties — i e, those Congress 
leaders of known regional persuasion 
as well as non-Congress regional lead¬ 
ers. This slowly gathering storm might 
not have burst in 1967 but for the de¬ 
termined effort at electoral combination 
by non-Congress parties in several 
States. It paid off immediately in the 
defeat of the Congress in some States 
and, more lastingly, in the imti-Con- 
gress chain reaction. Defections from a 
defeated and faction-patched Congress 
were not unexpected. Defections per se 
too were logical corollaries to mere 
electoral combinations for immediate 
victory. The subjection of the so-called 
consensus to an agonising reappraisal 
was again no unexpected consequence. 

It is now worth looking briefly into 
the nature of this consensus. In a de- 
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niocratic society, a certain degree con¬ 
sensus is postulated as a necessary coun¬ 
terpoise to various freedoms — parti¬ 
cularly freedom of oppositif)n.** This 
may he ideological, methodological or 
goal-oriented. The different groups 
■nay be agreed on their loyalty to the 
country, or to a particular type of gov¬ 
ernment, or to the constitution; or they 
may he agreed on methods of election 
and of settling controversies without 
agreeing on ideology; or they nray be 
agreed on final goals and differ on me¬ 
thods. In practice, the coasensus that 
obtains is a mixed, protean thing —- 
and may vary between peacetime and 
wartime. 

The Indian consensus was perhaps 
more protean than the consensus in any 
other democratic society. So far very 
little work has been done on the con¬ 
tent and method of this consensus at 
different levels of authority and in dif¬ 
ferent regions and organisations. At the 
level of the, party system, the consen¬ 
sus was partly based on the probability 
that the Congress was bound to win a 
majority. This mad<' the infighting 
within the Congress subject to some 
discipline and it made the rival parties 
half-hearted in their bid for ix>wcr. 
Within the Congress again, the Knma- 
ra) method of creating con.scnsus was to 
find out, by personal opinion jioll plus 
liersuasion, the possible victor and to 
buck him with a subdued proclamation 
of his forthcoming victory In short, 
consi'nsus was evolverl by the s(*dulous 
creation of a myth that opposition was 
useless. This method, and the consen¬ 
sus based on it, were hound to crack 
up when opposition was shown to work. 
The eruption of violence is a different 
type of challenge; some part of it may 
be based on a total rejection of all 
consensus, but another part of it is 
based upon lack of ordeilv forums for 
pressure and dissent. 

The toregoing is aii extremely curso¬ 
ry attempt to draw attention to factors 
which are not often discussed in regard 
to tlw Indian political s>'stem. Its 
mam puriKise Is to highlight the risk of 
such omissions in any simplified model 
of the Indian political system. The temp¬ 
tation to simplify was, no doubt, rather 
strong belore 1907; in the first place, 
the system had a smooth and simple ap- 
penranw; secondly, simplicity means 
elegatw an<l an elegant model is al¬ 
ways an academic temptation;*' tliird- 
ly, the electoral system was by far the 
inojor clement in the political system 
tending towards one party dominance 
foi a while — and, in the near-absence 
of any other mode of political articula¬ 


tion except voting, it was building up 
the foundations of political violence. 

But the system is sufficiently and openly 
complex now to demand complex models 
based on wider, more planned and vari¬ 
ed research efforts. The primary task of 
the academic is to explain this complex 
reality in a value-neutral manner first. 
He may express his preferences, point 
out the risk, and utter his warnings, but 
only after the explanation. We try to 
list, in the next section, a few of the 
areas in which research is needed now 
to expand our range of vision of the 
system, to help us understand its com¬ 
plexities. 

m 

Possible Research Angles 

The most obviously neglected area (in 
view of its closeness to the more popular 
election studies) is the study of the 
reaction of the political parties to elec¬ 
tions. This reaction to the conduct and 
result of earlier elections, is expressed 
in their strategy at the succeeding elec¬ 
tion, in partirular (a) in their choice of 
issues and (h) in th«-ir selection of can¬ 
didates. This reaction depends on the 
success of their own feedback mechan¬ 
ism about voting Iiehaviour. In fact, the 
nature of this feedback not only deter¬ 
mines parly reactions but the very stabi¬ 
lity of the political system. A system 
where the parties grossly and continu- 
oiLsIy misinterpri't voting behaviour is 
bound to lead to political violence or 
dictatorship. It is surprising that in the 
course of rle.seriptive election studies 
there are only some casual studies on 
the choice of issues and practically no 
published studies on candidate selection. 
We were pleasantly surprised to find how 
rewarding this area was through a com¬ 
parative study of candidate selection in 
Madras of the DMK and the Congress.** 
The methods of the former were more 
sln'amlined and almost a replica of se- 
b-otion methods for university posts in 
Britain. The candidate was asked to give 
the names of three referees, each of 
whom was asked to evaluate the candi¬ 
date’s loyaltj' and chances of success. 
The references and the reasons stated 
for selection made it clear that the pro- 
c't'ss was as conscientious and thorough as 
was possible in the circumstances. The 
TNCC perhaps employed the same cri¬ 
teria. but less formally and rigorously, 
as seen from the evidence. A semi- 
((uantitative analysis suggests that the 
more rigorous procedures of the DMK 
contributed in part to its victory — and 
more, to faith in its sincerity after the 
victory. We need several studies, possi¬ 


bly quantified, of candidate selection and 
of strategy determination in order to 
learn about the feedback reaction of 
parties and to understand the health of 
a political system. 

This takes us naturally to the related 
problem of political leadership. Some 
work has Ijeen done on the personali¬ 
ties of leaders, on styles of leadership 
and on the combinations of various lead¬ 
ership roles by a small number of people 
at the district level. We need more of 
these studies as well as research on the 
evolution and legitimation of leadership 
on which there has been so little work. 
We have some significant research find¬ 
ings from individual and social psycholo¬ 
gy about the rise of leaders in small and 
large groups. The findings on .small 
groups indicate (i) that there are no ge¬ 
neral leadership characteristics as such 
and leadership is just a role complement¬ 
ing other roles and (ii) that the most 
efficient groups have two complementary 
leaders, viz, the task-oriented one and 
the integration-oriented one. In regard 
to large groups, two types of leadership 
can emerge, a negotiator emerging out 
of several small group leaders or a ple¬ 
biscitary personality if each small group^ 
is not cohesive. We need to study, with 
the help of such theories, the emergenc® 
of leadership rather early (i) partly be¬ 
cause, with the disappearance of the old 
guard in all parties, the emergence of 
new leadership needs to be understood 
and (ii) partly because this understand¬ 
ing — supplernented by research on dif¬ 
ferent popular images of leaders — 
would alert us to the emergence of un¬ 
usual trends. We may as well bear in 
mind Bertrand de Jouvenal’s warning 
that, leading is primary political beha¬ 
viour compai-ed to voting which is per¬ 
haps tertiary.*’ 

We also need more studies of general 
political behaviour at ordinary times to 
supplement studies of voting behaviour, 
if only because the latter is not initia¬ 
tory but response-behaviour to a pre¬ 
sented situation of some artificiality. Stu¬ 
dies of melting pots such as new indus¬ 
trial townships and satellite townships, 
and of mobilising activities of castes, 
unions and associations, are also particu¬ 
larly needed to supplement election re¬ 
search on the nature of party and can¬ 
didate support.** Many voting studies 
agree that voting behaviour is deter¬ 
mined largely by a predisposition based 
on group membership. In this sense, 
there are mediating groups in any poli¬ 
tical system, the difference being that in 
old societies they are traditional groups 
(Gemeinschaft) and in industrial societies 
they are voluntary associations (Gesscl- 
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schaft). The change-over of the voter 
from an old to a new intermediary is 
good news but his mere abandoning of 
an old one may be an indication of ato¬ 
misation. All this is to argue that ques¬ 
tions posed by the findings of voting 
behaviour research may possibly be 
answered by research into non-election- 
time behaviour. In fact, such questions 
are posed in good numbers by the diffe¬ 
rent studies of the 1967 elections. While 
there seems to exist a large area of 
agreement, there are differences of em- 
phasi.s and even a conflict or two in the 
findings. This clearly provides interest¬ 
ing points of departure for further in¬ 
vestigation. 

Most of the researches suggested in 
the foregoing paragraphs may be termed 
'linkage studies’ as they link one process 
with another or one group with another. 
Thus candidate selection and issue se¬ 
lection are reaction processes to the pro¬ 
cess of election, linked by feedback just 
as some trade imions or chambers of 
commerce are groups linked with some 
parties through common membership, 
contributions, or affiliation. Of course, 
there are the obvious linkage areas be¬ 
tween the top civil service and the min¬ 
istries, and the field civil servants, 
voters, local leaders and partymen. Such 
linkage explorations may sometimes re¬ 
veal nothing more than the obvious, but 
at other times they lead one to sense 
emerging relations and phenomena well 
in advance. It is even possible, on the 
practical side, to suggest through such 
studies the needed forums for dissent and 
the modes for better political articula¬ 
tion. 

Let us repeat our main plea in conclu¬ 
sion. The Indian political system has 
obviously grown too complex for simple 
eleganl models and nostalgia for such a 
model will not help us to understand 
the complex reality — much less change 
it. The old-fashioned political scientists 
wanted to anchor political studies firmly 
to constitutional law and studies of gov¬ 
ernmental institutions; Duvergerian po¬ 
litical scientists to party systems: and 
those concentrating on election studies 
to voting behaviour. Each of these has 
an important contribution to make but 
a fast-growing political system is a 
’many-splendoured thing’, demanding 
many types of investigation into many 
are&s. It demands even experimenting 
with models other than the simple struc¬ 
tural/functional models — for example, 
gaming models or dialectical models 
which need not be the monopoly of 
Marxists. It may be worth going further 
to simulate fairly complex models In 
the computer or on paper. In fact, mo¬ 


dels based on actual research conclu¬ 
sions, where available, combined with 
explicit plausible assumptions, where 
they are not, when simulated quantita¬ 
tively may tell us a lot about areas for 
future concern or investigation. Such 
sophisticated speculation can also tell 
us much about the breaking points of 
the system and their dangerous possibi¬ 
lities. 

A complex political system deserves 
no less; it demands variegated re,scarch, 
complex simulation, and continuous ana¬ 
lysis for its understanding. 

Notes 

1 The reflections in diis article were 
induced through our joint author¬ 
ship of the All India Report on the 
1967 Elections, based on a research 
project sponsored by the RPC of the 
Planning Commission In 1967. ’The 
Report, entitled “The Indian Voter: 
A Study of the General Election of 
1967” by N Srinivasan and V Sub- 
ramaniam, was submitted to the 
Planning Commission in Jime 1969. 
In writing the first chapter on the 
Indian political system and the elec¬ 
toral system, we were struck by the 
large part played by the latter in 
the former and the dearth of studies 
in other areas confirm or modify 
election research or answer questions 
posed thereby. Parts II and III of 
the article are based heavily on our 
first chapter and Part I was added 
by Subramaniam specially to ac¬ 
quaint readers very briefly wilh sys¬ 
tem theory as used in the social 
sciences in the West. 

2 Practically every article that appear¬ 
ed in the central pages of the na¬ 
tional newspapers in February- 
March 1967 stressed the fact that 
the Congress share of the total votes 
cast increased slightly while its 
share of seats dropped drastically, 
implying that, there was something 
wrong with it. In fact, the Congress 
share of votes decreased slightly 
but this was nothing compared to 
the drastic loss in regard to scats. 
Similarly, defections drew condem¬ 
nation more than analysis. 

3 For simple concepts of system theo¬ 
ry on the one hand and .systems an- 
lysis on the other, see F E Emery, 
‘'Systems Thinking”, Pelican, 1969. 
For a discussion of the variegated 
origins of system theory see V Sub¬ 
ramaniam, “Systems Concept In the 
Natural Sciences; Some Compari¬ 
sons and Relevant Implications*’, 
Seminar Paper, Research School or 
Social Science, Australian National 
University, Canberra, 1966. This 
paper will be published shortly in 
an academic journal. 

4 Ando and Fischer, ‘Two Theorems 
on Ceteris Paribus', Amefican Po¬ 
lyol Science Review, Volume 56, 
pp 108-113. 

5 Most social scientists are so anxious 
not to be accused of describing a 
social system as dosed (and there¬ 
fore stagnant and obsolescent) that 


thov rush to call their systems open, 
without specifying that the open¬ 
ings are controlled to some extent 
by the system. This omission Is 
found in several works including 
A K Rice’s “The Enterprise and Its 
Environment”, Tavistock, London, 
1963, and Easton’s “A Systems 
Analysis of Political Life”. 

6 David Easton, “A Systems Analy¬ 
sis of Political Life”, John Wiley 
and Sons, New York, Chapter 2, 
and in particular p 30 and p 32. 

7 The latter is more or less a cyber¬ 
netic system. 

8 David Easton, op cit, pp 19-21, 
gives us an idea of the difficulties 
involved in taking a middle posi¬ 
tion. While giving up the idea of 
a stable equilibrium that follows 
earlier structural functional ideas 
of mechanisms for controlling de¬ 
viant behaviour, Easton finds it 
difficult to adopt the Marxian helix 
of continuous dialectical change, 
and leaves his position undefined. 
In this he is not unusual. The 
controversy between structural func¬ 
tionalists and Marxists was started 
by Ralph Dahrendorf’s critique of 
stnictural functionalism in the 
American Sociological Review, 1958 
and in his book, “Class^ and Con¬ 
flict in Industrial Society”, Stanford, 
1959. Since then the debate has 
ranged spiritedly and inconclusively 
in several sociological journals. The 
following tliree articles give some 
of the flavour of the debate. P Van 
der Berghe, ‘Dialectic and Funo- 
tionalism; Towards a Synthesis’ 
American Sociological Review, Vo¬ 
lume 28 (1965); A Frank, ‘Func¬ 
tionalism Dialectic and Synthesis’, 
Science and Societf/, XXX, 2nd 
issue, 1966, and Maria Ossowska, 
‘A Case against Functionalism’ 
Polish Sociological Bulletin, Vo- 
me 13, Number 1, 1966. Botli 
sides have stated their views 
with increasing vehemence, and it 
it clear that emotionally there is 
no common ground between system 
theorists, even those who believe 
in “dynamic equilibrium” and the 
dialecticians. 

9 For a succinct account of Parson's 
social system theory, see his "Struc¬ 
ture and Process in Modem Socie¬ 
ties”, Free Press, chapters 1 and 2. 

10 It is not the purpose of this short 
sentence to trace the origin and 
development of social system theo¬ 
ry. It is meant to indicate Diir- 
Idieim’s influence on Malinowski, 
and later, on several Americans, 
before a detailed social system 
theory emerged from Talcott Par¬ 
sons. 

11 J Frank Goodnow, “Politics and 
Administration”, New York, 1900. 

12 .Ambedkar’s speech in the Constitu¬ 
ent Assembly at the conclusion of 
its labours, presenting the Consti¬ 
tution, reflected on the Indian and 
particularly Buddhist traditions of 
republicanism and the present con¬ 
trast between India’s democratic 
constitution and her hiersirchical 
society. "ITie first work on the con¬ 
stitution to follow this lead and 
discuss briefly the Indian political 
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huritaKe wag N Srinfvasan’s "Demo- 
croHc Government in India". 

13 D F Karaka'g “Betrayal in India" 
reflects this mood of the times. 
For a more satirical atminentary 
see, Vicheneswara, sotto voce. 

14 The Indian planning experiment no 
doubt drew some of the best for¬ 
eign economists for research and 
the prevailing joke was that a 
Itiading economist had to be Hun¬ 
garian-born and associated with 
Indian planning. This was an im¬ 
portant factor in raising Indian re¬ 
search standards first in Economics 
and later in other social sciences. 

15 Eg, F G Bailey, “Politics and So¬ 
cial Change: Orissa in 1959". 

16 Halph Braibanti and Milton Singer 
are among the two indefatigable 
symposin-editors on topics ranging 
from modernisation to the Radha 
Krishna cult. 

17 Bami Kothari's “Towards a Politi¬ 
cal Perspective for the Seventies” 
in this journal’s Annual Number 
1970 rightly picks out these three 
as the major theoretical formula¬ 
tions. 

18 The pages of Modern Review, Cal¬ 
cutta, Swatantra, Madras, and 
Forum, Bombay, illustrate the deep 
indignation of journalists during 
the late lortics with tlwse ‘evils'. 

19 A leading historian characterised a 
leading sociologist's iiaper as ‘mi¬ 
serable’ tor its lack of bistorical 


perspective after a Conference in 
1967. 

20 A political scientist, particularly 
one interested in voting behaviour 
was defined as “one vwio will ex¬ 
plain tomorrow why his prediction 
of yesterday failed today”. 

21 This seems to be true not only of 
India but of the UK as well. See 
A H Birch’s observation that one 
learnt more from the Economist 
than from the books of polib’eal 
■scientists in his “Representative 
and Responsible Government”. 

22 Copal a Menon remarked after the 
first declaration of President’s rule 
in Kerala that the possibility of 
avoiding chaos through it made 
State politicians more quarrelsome 
and irresponsible. 

23 In fact, the Madras State had es¬ 
tablished a tradition of attracting 
its best sons — from Rajaji to 
Kamaraj to Anna — to its politics 
and government except for a short 
interval and of refusing to be bul¬ 
lied by Central leadership. Indeed 
Kutiiaraj’s refusal to follow Mahat¬ 
ma Gandhi’s advice in 1945 set 
the pattern. 

24 For a general discussion of consen¬ 
sus see David Easton, op cit, pp 
296-99. See also, Glendon Schu¬ 
bert. “The Public Interest”, Free 
l'rc.ss, 1960. 

2.5 A leading academic when with 
the failure of his model, replied 


half seriously that he felt like 
rousing the Congress leaders, point¬ 
ing out to them that they have lost 
little by way of electoral support 
i e, the proportion of the total votea 
cast. 

26 V Subramaniam and G Lakshmana 
Rao, “Candidate Selection in 
Madras”, (a forthcoming publica¬ 
tion). The DMK laid open all its 
files containing applications, refe¬ 
rences, decisions, and reasons 
thereof. The TNCC gave similar 
permission soon after. The mate¬ 
rial is being processed through the 
computer ana is being written up. 
This gives a comparative evalu¬ 
ation of the feedback effect on, 
selection, policies of, the two par¬ 
ties. W II Morris-Jones collected 
details of all the Congress ticket 
seekers in different States. When 
processed, this study will give us 
.some comparisons of the Congress 
selection process in different StatM, 
the wiiming as well as losing ones. 

27 Bertrand de Jouvenal, “The Pure 
Theory of Politics”, chapter 1. 

28 The Gokhale Institute of Politics 
and the Delhi Institute of Econo¬ 
mic Growth have made such stu¬ 
dies mainly with an economic tic- 
cent. G Lakshmana Rao’s doctoral 
work at the Australi.an National 
University on Bhilai is a study 
with a strong political accent. 


Meal Potential of India 


Ashok V Desai 


The evident consequence of the taboo on beef-eating is to reduce the average food consumption in 
India, and in particular consumption of animal protein. It would be a fallacy, however, to assume that 
the taboo is the only factor that depresses protein consumption. It is necessary to look at all the 
depressive factors together and to assess their relative importance. 

As long as agriculture remains animal-powered, the primary purpose of husbandry will remain the 
breeding and maintenance of bullocks. India suffers from excessive requirements of animal power and 
inadequate fodder production to meet them. These purely economic factors are enough to prevent India 
from becoming a major meat consumer. Their effectiveness can be seen in Pakistan where, even with 
no taboo on beef, the per capita meat consumption is only 3.6 kg. 

The serious implications of the taboo are potential ones. For, there is much scope in India for 
augmenting fodder supplies and reducing animal draught requirements. While India is unsuitable for 
large-scale pastures owing to aridity, its waste lands can yield sizeable quantities of fodder if they are 
weeded and planted with grass. There is also room for the growing of fodder as a subsidiary crop in 
many areas. And Indian agriculture, or at least the part of it other than rice culture, is as capable of 
mechanisation as agriculture elsewhere. Thus, more fodder could eventually be produced or diverted 
from the production of draught power. 

The consequence of reduced animal power would be a drop in the proportion of bullocks. Male 
calves would be starved out just as are male buffaloes today, and the proportion of cows among cattle 
would rise. India could then develop a dairying industry. 

That is when the taboo on beef will become of consequence. For as a result of it, cows will live 
beyond their optimum milch life, and the output of milk per unit of fodder input will suffer. Further, 
the dairy industry will get no credit from the sale of dry cows; that will also push up the cost of milk. 


THE holy cow is well known all over 
the world. The Indian taboo on beef 
is regarded outside as incomprehensible 
and irrational in view of the food short¬ 
age in India. One often comes across 
the somewhat simplistic view that the 
food .shortage is due to the Indians’ 


unwillingness to eat beef. 

It is not the purpose here to discuss 
the rationality or otherwise of the ta¬ 
boo on beef, but rather, to examine 
the quantitative consequences of the 
taboo. 

The evident consequence of the ta¬ 


boo is to reduce the average food con¬ 
sumption in India, and in particular 
consumption of animal protein. It 
would be a fallacy, however, to as¬ 
sume that the taboo Is the only factor 
that depresses protein consumption. It 
is necessary to look at all the depres- 
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Table 1 : Meat Consumption 


West Germany 

Number Meat Meat Meat 

of from from Imports 

Animals Indi- Impor* 

(*000) genous ted 

Animals Animals 
{’000 
tonnes) 


India 

Meat Number Meat 

Con- of Produc* 

sump- Ani- tion and 

tion mals Consump- 

1961 tion* 
(’ 000 ) ('000 
tonnes) 


Horses 
Cows in milk 

Other cows 

Other cattle 

Bufialoea 

Pigs 

ShMp 

Goats 
Chicken 
Total meat 
Population (million) 
Consumption per head 


1 

2 

3 

4 

5 

6 

7 

710 

18 

— 


18 

1351 


5107 \ 





51016 


1389 

955 

106 

84 

1145 

3307 

60 

6371 





121234 







51208 

91 

15776 

1619 

57 


1676 

5176 

24 

1035 

15 



15 

40223 1 

1 






I 

[ 338 

352 

3 



3 

60824 J 

1 

60634 

109 


184 

293 

114254 

100** 


2719 

163 

268 

3150 


613 





54 


435 





58.4 


1.4 


• 1957/8 •• Author’s estimate. 

Sources: Columns 1 and 6; “FAO Production Year Book" 1964, Tables 74-82. 
Columns 2 and 7; Ibid, Tables 83 B, 84 and 85. Column 3: Ibid, Tables 83A 
and B. Column 4: UN “Yearbook of International Trade Statistics" 1963, 
p264. Population: UN “Statistical Yearbook" 1964, Table 2. 


iiive factors together and to assess their 
relative importance. 

For concreteness, let us compare 
West Germany, a heavy consumer ol 
meat, and India. We will confine our¬ 
selves to 1961, a year in which fairly 
aimpletc statistics are available for 
both countries. The per capita meat 
consumption in that year was 58.4 kg 
in Wostem Germany and 1.4 kg in 
India (Table 1). What was this enor¬ 
mous difference due to ? 

One reason is that West Germany is 
an industrial country of the first rank. 
It exports large quantities of manufac¬ 
tures, and can import much more per 
head than India. With a population of 
54 million. West Germany exported 
goods worth $ 12,687 million in 1901; 
whereas India, a country of 436 mil¬ 
lion, exported goods worth Rs 655.2 
crorcs. Consequently, India’s export earn¬ 
ings (and more besides) were absorbed 
in importing essential raw materials 
and equipment, while West Germany 
could afford to devote a part of its 
earnings to the import of meat, ani¬ 
mals, and fodder. 

Table 1 shows tlie effect of imports 
on German consumption. Of a total of 
3.15 million tons of meat consumed. 
West Germany imported 431,000 tons. 
Nor does this bring out the whole im¬ 
pact of imimrts, for 2.19 million tons 
of feeding stuffs were also imported in 
that year.* It is difficult to say just 

how much meat was produced from 

them, since the effectiveness of differ¬ 
ent feeding stuffs varies, and since 
animals differ in their efficiency of con¬ 
version of feed into meat. But we shall 
make a rough guess. Of the various 
animals in West Germany, horses, 
sheep, and goats, are fed mostly on 

locjil green crops, and the major part 

of pigs’ feed consists of indigenous 
potatoes. Thus it is mainly cattle and 
poultry that depend on imported feed- 
stuffs — cattle on oilcake and poultry 
on maize. The total meat output of 
poultry and cattle reared at home was 
1.06 million tons in 1961. The average 
consumption of grains as fodder in the 
years 1960/61 to 1962/63 was 10.06 
million tons,“ while the imports, as we 
said earlier, were 2.19 miUion tons. So 
roughly 21.7 per cent of the feed was 
imported — which would have produc¬ 
ed 231,000 tons ol meat if the conver¬ 
sion ratio were uniform. This is an un¬ 
derestimate sinw imports included feed 
concentrates and since poultry is a 
more efficient converter of feed than 
larger animals. Thus, at least 666,000 
tons or a fifth of West Germany’s meat 
was supplied from imports. 


Apart from imports, Germany con¬ 
sumes more meat because of the tech¬ 
nological superiority of its meat indus¬ 
try. The .superiority manifests itself in 
the higher average weights of animals 
slaughtered and in their shorter life. 
What would he the German meat pro¬ 
duction if indigenous animals weighed 
no more than the Indian ones? Let us 
estimate it on the basis of the figures 
of Tables 1 and 2. For the purpose of 
this calculation, let us assume that all 
prmltry in West Germany is fed from 
imports. Then 833,000 tons of beef 
would have been produced from indi¬ 
genous fodder. If Geiman cattle, pigs, 
and sheep, weighed us little as the 
Indian ones, they would have given 

1.3.5 million tons less of meat. .So, with¬ 
out imports and the higher dead 

weights, German meat production 

would have been 1.13 million tons. 

The negligible frequency of slaugh¬ 
ter of Indian cattle is obviously due to 
the taboo, the effect of which we wish 
to isolate. But pigs are reared entirely 
for meat in India, and yet their fre¬ 
quency of .slaughter is only about a 
tenth of the German frequency. If pigs 
slaughtered in Ca'rmany had as long an 
average life as the Indian pigs slaughter¬ 
ed, they would have produced 166,000 
tons of meat; and if they had also 
weighed as little, meat output would 
have come down to a mere 70,000 
tons. 


The individual as well as the aggre¬ 
gate effects of the various factors are 
summed up in Table 2. As it shows, 
the meat output of West Ceimany, 
without imports and with the low car¬ 
cass weights and slaughter frequencies 
prevalent in India, would have been 
464,000 tons, or 8.6 kg per capita. The 
comparable figure for India is 1.4 kg. 
The total protein picture is less un¬ 
favourable, for the- Indians ate 45.5 
kg of vegetable proteins per capita in 
1960-62 while West Germans had 31 
kg.* 

Of the diffeienc<! of 57 kg in the per 
capita consumption of animal protein 
between West Germany and India, 7.2 
kg or 12 per c<mt could be attributed 
to the Indian taboo on beef. But could 
it? For even if the Indians were to 
turn to beef, they could not slaughter 
cattle at so young an age as is done 
in West Germany, since the primary 
function of cattli' in India is to meet 
draught r<-(;uire«nents. Bullocks are 
used for ploughing; besides, bullock- 
carls are a major ionn of transport in 
rural areas. The draught requirements 
are .so pre.ssing that fanners give bul¬ 
locks priority in .illucation of feed, 
while cows aie .staived. Couseqneutly, 
the proportion o( cows to working bul¬ 
locks is only 79 per cent.* 

As long as agriculture remains ani- 
mal-poweJcd, the primary purpose of 
husbandry will remain the breeding 
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und niuiiitciiiince of hiillucks. Owing to 
the higli mortality rates, a third of the 
cattle have to be young stock. Thus, 
out of the 19fil cattle population of 
175 million, giown-up animals were 
only 122 million, (f the woikiiig life of 
cattle were limited to J2 vi'ars, 10 mil¬ 
lion cattle would be available each 
year lor slaiigblei II their carca.ss 
weight weri' 110 kg — as high as of 
slaiighteied buffaloes, \slneh are Inilfcier 
creatures — thev would s'ield 1.0 mil¬ 
lion tons ol beef, oi 1.7 kg of beef per 
person pei \<mi. I bis u'oiild bo a va¬ 
luable addilioii to the iliet, hut it is 
huullv net ess. II y to aigiie that it can¬ 
not iiiaki' a siihstaiitial contribution to 
tile .solution ol the Imid pioblem. Tho 
hasie point is that India .suffers from 
eseessivi- leqimi'iiients of animal power 
und inaileijiiale loddei pioductioii to 
meel them, these purely economic fac¬ 
tors ari’ enough to jiri'veni India from 
lii'eoniing a niajoi meat consumer. 
Theii elfet liveness can be seen in Pak¬ 
istan where, in spite ol an ab.sence of 
a taboo on Ix'ef, the tier capita meat 
con.suriiption is oiilv -1.6 kg. 

The .seiKMis implieatioiis of the ta¬ 
boo aie potential ones. For, there is 
much scopi' III India for augmenting 
foddei .supplies and lediicing animal 
draught reijnnenients. While India is 
uiisihtable for large-seah- pa.stures 
owing to aridity, its waste lands can 
yield .sizeable i|nantitie.s of fodder if 
they ail' weeded and planted with 
grass. There is also room for the grow¬ 
ing ol fodder as a subsidiary crop in 
many areas. And Indian agriculture, 
or at least the pait of it other than riee 
eiiltiire. is as capable of mechanisation 
as elsewhere. Tims, more fodder 
eoiild eventually he irrodiiced or divert¬ 
ed li'om the jnoduction of draught 
powei. 

'Fhe eoiiseiineiiee of reduced animal 
piivsei would he a (hop in the propor¬ 
tion ol hiilloeks Male calves would be 
staivetl out lusl as aie male buffaloes 
toilas. and tile inoportion of COW.S 
aiiunig lattle would ii.se. India could 
tbeu ;i iKuMiti).; industry. 

That IS when the labiMi on beef will 
beeome eoiiseiineiili.il. l'’()i as a result 
of if, eows will hs'e besoiul their op- 
timilin iilileh lile and the output oi 
milk |>er unit ol loddei iii])iil will siil- 
lei, Fiirtliei. the dans mdiistis will 
get no eu'dit lioiii the .s.ile ol diy eows, 
that w ill also push up the cost ol milk. 
Milk ssill remain an exi>eiisive commo¬ 
dity 111 India, and its consumption will 
stay low. The economic argument 
ugunist a ban on <mw shiugbti'r is that 


Table 2 : Animals SLAuaimiiED and Carcass Weights 


West Germany* India 



Number 

Average 

Number 

Average 


Slaughter¬ 

Carcass, 

Slaughter¬ 

Carcass 


ed 

Weight 

ed 

Wei^t 


(’000) 

(kg) 

(’000) 

(kg) 

Cattle 

5642 

184 

745 

80 

Buffaloes 

— 


694 

131 

Pigs 

22318 

74 

701 

34 

Sheep 

587 

26 

12034 

9 

Goats 

301 

8 

25297 

9 


• Figures for Western Germany are not consistent with those given in Table 1. 
Source : ‘‘FAO Production Year Book", 1964, Tables 83 B and 85. 


Table 3 : 


West German Meat Consumption under Various Hypothetical 
Disabilities 


CThousand tons) 



No 

Disability 

Single 

Disability 

No 

Imports 

With 

Indian 

Slaughter 

Frequencies 

All 

Disabili¬ 

ties 

No disability 

No imports 

3150 

2483 




With Indian slaughter frequencies 

1639 

1028 



With Indian carcass weights 
All disabilities 


1590 

1132 

896 

464 


Source: Calculated from Tables I and 2. 


it will result in the slow extinction of 
cattle by staiwation. 

Notf,.s 

1 UN “Year BiKik of International 
Triulc .Statistics”, 190.3, p 284. 


2 “FAO Production Year Book”, 
1904, Table 103. 

3 Ihid. Table 101 B. 

4 Calculated fiom “FAO Production 
Year Book” 1964, Table 70 .nid 
“Statistical Abstract of the Indian 
Union”, 1905, Tabic 2.3. 


Shipping Corporation’s Contract for Five Ships 


A CONTRACT was signed in Bombay 
on April 6, Iretween the .Shipping 
Corixiration of India and Hindustan 
Shipyard of Visakhapatnam, for five 
e.irgo liners — eacli ol 1.3,400 tonnes 
ileadweight. The total value of the 
eoiitiaet is over Rs 20 croies. 

These will he modem cargo liners, 
capable of a speed of over 17.5 knots. 
They have been provided with large 
refrigerated chambers of 850 cubic 
metres to carry frozen cargoes like 
shrimps, fish, etc, which arc becoming 
increasingly imiiortant in India's ex¬ 
port trade. The vessels shall be fully 
airconditioiH'd and will be equipped 
with other modern amenities for the 
Clew. 

The five cargo liners shall be deliver¬ 
ed belween 1972 and 1973. For the 
last two vessels of the series, MAN en¬ 
gines, built under licence in Garden 
Reach Workshops of Calcutta, would 
1 k' used. The.se will 1 r' the first ships 


built ill India to be powered by indi¬ 
genously built main engines. 

The Shipping Corporation has so 
far taken delivery of 22 ve.sscls buiilt at 
Hindustan Shipyard. Including these 
five, seven vessels are on order with 
them, for tlelivery in the next thiee 
to four years. The design of these five 
vcs,sel.s is entirely different from that of 
the other two vessels ordered. The ves¬ 
sels acquired from the Hindustan 
Shipyard uie employed on the overseas 
run. 

The Shipping Corporation now owns 
a diversified licet comprising bulk car- 
riiTs, super tankers, modern cargo ves¬ 
sels. passenger-cnin-eargo vessels, etc, 
ol 77 vessels with a total deadweight 
tonnage ol 13.54 lakhs. 

Besides the above vessi'ls on order, 
the Corporation has already placed 
firm orders with various foreign ship¬ 
yards for construction of bulk carriers, 
super tankers, cargo ve.sscls etc. 
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Income Distribution 

Patterns, Trends and Policies 


THE Planning Unit of the Indian Sla- 
tiitical Institute h(>1d a Seminar on In¬ 
come Distribution in India on Febru¬ 
ary 25 anil 26, 1971. A version sum¬ 
marising the piiK.eedings of the Semi¬ 
nar appeared in the March 1.6 issue 
of this journal ("Who Are the Poor?" 
pp 608-10). In out view this summary 
does not adequately cover the range 
of issues discussed as well as some of 
th<? conclusions that envrged. In view 
of the importance of the subject, we 
tboughi iluit it would be useful to 
present a more comprehensive sum- 
mary of the discussions based on the 
chairman’s opening and concluding 
statements as well as tlu- detailed notes 
of the iioinis made by individual i)ar- 
ticii)ants as lecorded !>> the rappor¬ 
teur of each session. 

The aim of the Seminar wiis to 
bring together a numbi'r ot re.search 
,workeis who have Ih-cii working on 
vaiious a.speets ot meiiualities in in¬ 
come distribution, their changes over 
time and their imjilication.s for deve¬ 
lopment policies. In all 19 papers were 
disen.ssed. Th'- Seminar was organised 
in Five Sessions: 

I Sources ol data and their reli¬ 
ability; 

II Patterns and trends m ineijuali- 
tics: all-India; 

III Patterns and trends in inequali¬ 
ties: regional vaiiations; 

IV Factors affecting ineijualities, and, 

V Policy issues. 

SouncE.s OF Data 

Much of the discussion in the fiist 
session centred around the divergence 
between the National Sample Survey 
(NSS) estimates and those derived from 
official national income accounts. It 
would appear that from 1955-56 to 
1962-63 the two I'.slirnates are remark¬ 
ably close to each other but thereafter 
there apirears to be an increasing di¬ 
vergence between the two, the NSS 
estimate being as much as 12 per cent 
lower than the official e.stimate for 
1967-68. Some of the participants took 
the position that the NSS estimate for 
1967-68 was too low and argued that 
this was due to underestimab'on of 
consumption by the top expenditure 
groups. They suggested that since the 


P K Bardhan 
T1V Sflttfvman 

sampling design of NSS did not use 
consumption expenditure for stratiilca- 
tion, given the skewness of the expen¬ 
diture distribution, the probability that 
the observed sample average per capita 
consumption was Irelow its popiilation 
value was very high. Further, the fact 
that some of the items of consumption 
of upper expenditure groups such as 
clothing and con.sumer durables, etc, 
are infrequently purchased may result 
in their being left out altogether by 
the households vs'hon they report their 
consumption to the NSS investigator. 
It was also claimed that the NSS inves¬ 
tigator with d low social status is not 
taken seriously by the upper expendi¬ 
ture groups leading to response biases 
for these groups. 

The.se propositions w'cre strongly 
contested b> a number of participants. 
They argued: First, even though the 
sample e.stimate was more likely to he 
an underestimate in a probabilistic 
sense, it was nevertheless unbiased. 
Second, the seasonality, if any, in the 
purchase of items would not bias the 
NSS estimates of annual consumption 
siiiee in each aiiriiial round of NSS 
canvassing took place in a number of 
sub-rounds spiead throughout the 
ye.ar. Third, it was by no moans clear 
that infre(|ueney in the purchase of 
an item led to recall lapse. On the 
contrary, it was possible that expen¬ 
diture on such items was more ca.sily 
rememljered. Foiiith, in order to es¬ 
tablish incieasing diveigenee between 
NSS and ofiicidl estirnales aflei 1962- 
63, it was neeessaiy to .show l>eyond 
ii'asonable doubt that the degree of 
undereslimatioii lias been increasing 
and theie was no evidence of this. 
Fifth, the mere lact of agieement be¬ 
tween the two series did not establish 
the alisenee ot bias in either of the 
series, nor could it he said that the 
mere fact ol divergence would mean 
the presence ol bias. Sixth, it was well 
known that the statislie.-il basis (for ex¬ 
ample, animal Inisbandry, .small-scale 
indiistiies, ti'.ide and household .servi¬ 
ces) of some components ol official na¬ 
tional income esiiniutes was quite 
weak. Seventh, sinee the official esti¬ 
mates of coiisiimptioii were obtained 
by subtracting public consumption and 


savings from national income, the fad 
that the saving estimates themselves 
were notorioiisis' weak eonid compound 
the errors in <‘.stiinat<‘s of total national 
income. Kighth, the NSS estimates of 
con.sumption on the other hand were 
direct cstitnafes obtaini-d by following 
a systematic and explicit procedure lor 
ranvaasing information frinu a .scien¬ 
tifically chosen sample of households, 
though Ireing a survey estimate, it 
might be subjeel to response bia.ses. 
Ninth, an estiiii.ite ol the sampling and 
non-sampling error (other than respon¬ 
se biases) was available from a aimpa- 
lison of .sub-sample estimates. Though 
the participants did not rule out the 
possibility of incieasing underestima¬ 
tion by the NSS, they did not find the 
leasons offered by sojue participants in 
support ot this conclusion very persu¬ 
asive. 

Hei.iahiijtx’ of Da i a 

It was snggesti'd that one way of 
cheeking the leliability of data was to 
compare at individual eorninodity le¬ 
vels the ()nantiiiii ol consumption of 
•spi-cifie eomnioditie.s and their behavi¬ 
our over time. A eompaicson of fi’w 
selected eommoflities showed that in 
the ease of foodgranis the NSS esti¬ 
mates were consistently and signifi¬ 
cantly higher than the official figures. 
Ill 1961-62. the only year for which 
eoinmodilv details are available from 
N.S.S, tbeie .sei'ms to lu’ rea.sonably 
eIo.se agrei'ineni betsseeii the NSS and 
official data in respect of euiiimodities 
like elotbing, edible oil and sugar. It 
was also shovsii that whili' the index 
ol per capita expenditure derived from 
the two sonrees were mole or less 
identical in the case oi edible oil and 
sugar, there was siibslaiitial diffeii’iiee 
in till' ea.se ol loodgrains and clothing. 
In the iaee ol this evidence, a certain 
agnostieisiii would seem justified. It is 
only a iar more detailed amalysis ot 
eoinmodits -wise consumption and in 
partiriiliu, tile ii-asoiis for the sharp di- 
vergeiiee in the e.stimates for certain 
key commodities, that can lead to a 
more ealegoiieal eonclnsiim. 

The Second Session locused on the 
patterns and trends in inequalities ol 
income and living stundaids. A num- 
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in achieving the national 
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products leave the shores 
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alone can save India from 
foreign dependence. In all 
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Join us at Central In this 
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ber of papers attempted'to estlmBte in- 
equalities In income (at current prices) 
on the basis of NSS data on consump¬ 
tion, adjusted for savings and taxes. 
The conclusions were sharply diver¬ 
gent, some holding the view that in¬ 
comes in India are more evenly dis¬ 
tributed than in many other countries, 
and others claiming the opposite. To 
a very large extent the divergent con¬ 
clusions appear to reflect the assump¬ 
tions on the distribution of savings as 
between different expenditure groups. 
In the absence of reliable data, more 
or less arbitrary assumptions on the 
distribution of saving by level of con¬ 
sumption are unavoidable. It did not 
therefore seem possible to establish 
categorically what the precise degree 
of inequalities in India is and how it 
compares with inequalities in other 
countries. Tliero were also problems of 
a conceptual nature vitiating compar¬ 
ability across countries. 

There was considerable discussion on 
the phenomenon of negative saving, its 
plausibility and its significance. Al¬ 
though mo.st surveys (in India and 
elsewhere) seem to suggest that a sub¬ 
stantial proportion of the population 
are dissevers, some participants were 
aiceptlcal on the ground that it was dif¬ 
ficult to understand how large proi>or- 
tion of population could continue to 
dissave indefinitely. It was pointed out 
that even if one observed dissaving 
by a particular income group, it would 
be rash to conclude that such dissav¬ 
ing was done by the same set of house¬ 
holds year after year. To the extent 
there is upward and downward mobi¬ 
lity among hoaseholds across income 
classes the phenomenon of dissaving by 
given income group year after year is 
not implausible. 

• Income and Saving 

Reference was made to the NCAER 
Survey of Income and Saving conduct¬ 
ed in the early sixties. Some partici¬ 
pants tended to di.scount the survey al¬ 
together on the ground that it related 
only to one year and the estimates 
thrown up by it were known to have 
respon.se biases and to be inconsistent 
with national economic aggregates. 
But others held the view that it was 
important to cross check the results of 
different independent surveys (like the 
NSS and the NCAER) in order to speak 
with greater confidence on the question 
of income distribution. It was report¬ 
ed that the Lorenz ratio of consump¬ 
tion distribution implicit in the data on 
income and savings obtained from the 
NCAER surveys was higher than the 


inequalities in consumption revealed by 
the NSS for the same period. However, 
there are a number of differences in 
concept and methods of valuation 
which would seem to explain the di¬ 
rection of difference thou(di not its 
quantitative significance. 

It was clear from many of the pa¬ 
pers that the NSS data consistently 
showed that the inequalities in con¬ 
sumption, as measured by die Lorenz 
Ratio (LR), in rural areas was lower 
than in urban areas. They also sug¬ 
gested that the LR of consumption 
with reference to household as unit 
was higher than the LR for the popu¬ 
lation (the ranking in both cases being 
in terms of per capita consumption). It 
was pointed out that this was consis¬ 
tent with an inverse correlation between 
per capita of consumption and hou.se- 
hold size. 

There was some discussion on the 
suitability of LR a$ a measure of in¬ 
equality. The point was made that tin 
difference in the LRs taken by them¬ 
selves did not necessarily give a unique, 
idea of relative inequality. Compari¬ 
sons of LR over time or space could 
be considered valid only if the Lorenz 
curves did not intersect. It was, how¬ 
ever, pointed out that the Lorenz cur¬ 
ves based on the available data on 
consumption fortunately did not inter- 
.sect. 

Apart from calculating LRs, there 
were also some attempts to measure the 
incidence of poverty in terms of the 
proportion of population falling below 
some normatively defined minimum 
consumption level. The NSS data 
showed that if this normative minimum 
was taken as Rs 15 per capita per 
month for the rural population, the per¬ 
centage of people in rural areas below 
this minimum was about 40 per cent in 
1900-61; if the norm was taken as Rs 
20, the proportion would be about 60 
per cent. 

The discussion on the changes in 
inequality over time was particularly 
interesting. Most participants came to 
the conclusion that LRs of consump¬ 
tion at current prices derived from 
NSS data had appreciably declined 
over the sixties both in rural and 
urban areas. However, there was a 
sharp divergence of opinion on the 
changes in Ineriuality of cemsump- 
tion. Some participants used different 
price indices for deflating nominal 
consumption of different expenditure 
groups to obtain a measure of their 
real consumption. The different price 
indices allowed for differential price 
changes in die consumption baskets oi 


different deciles of the population. 
Using this procedure one participaiil 
showed that the LR of real consump¬ 
tion declined over the sixties though 
the decline was not as striking as in 
the case of LR nominal consumption. 
Another participant deflated the nomi¬ 
nal i-unsumption of different deciles (as 
reported by the NSS) for the year 
1967-68 by a uniform deflator, the de¬ 
flator lieing the implicit national in¬ 
come deflator of CSO. After observ¬ 
ing that there was a decline in real 
consumption in 1967-68 as compared 
to 1960-61. for all expenditure groups 
and strikingly so for the upper income 
groups, this participant found such a 
picture to be “incredible". He then 
“corrected" the picture in such a way 
as to bring the overall ave.rage per 
caput consumption to equal the oiR- 
cia! estimate. There was a lively dis¬ 
cussion on the validity of his entire 
procedure. One participant suggested 
that had different deflators for diffe¬ 
rent deciles groups been used, the pic¬ 
ture would not have been .so "incre¬ 
dible". It was agreed that deflators 
should reflect the difference in the 
commodity consumption of different 

classes of people and the divergent 
prit'e trends of different times of con¬ 
sumption. While there were a lot of 

difficult problems involved in con¬ 

structing such deflators, two of tbe 
papers showed that such a task was 
not altogether impossible. It was 

readily accepted by all the participants 
that there was scope and need for fur¬ 
ther refinement in this area. 

I’aopoRTioN OF RunAL Poor 
Anothi'r participant using NSS data 
noted that the proportion of rural po¬ 
pulation with a consumption below the 
normative minimum (Rs 15 [ler caput 
per month at 1960-61 prices) had In¬ 
creased sharply from 1960-61 to 1967- 
68. This view was contested by some 
simply on the ground that it was “in¬ 
credible". Others tried to show that 
there was no such increase by using 
official estimate of average per caput 
consumption and NSS data on distri¬ 
bution of consumption among fractile 
groups. The ensuing discussion show¬ 
ed that the differences arose primarily 
from (a) the price index used for con¬ 
verting the normative minimum defined 
at 1960-61 prices to that at current 
prices, and (b) the difference noted in 
the discussion of the first session be¬ 
tween the NSS and official estimates 
of average per capita consumption for 
1967-68 or 1968-69. It was, however, 
pointed out that factor (b) was far 
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mote significant in explaining the shatp 
increase in the proportion of rural 
people below poverty line, since it 
turn^ out that the use of number al¬ 
ternative price indices did not make 
much difference in the estimates. 

Inteb-Recional Differences 

The papers on inter-regional diffe¬ 
rences in inequalities and the incidence 
of poverty were based entirely on NSS 
data. Not surprisingly the degree of 
inequality was found to vary- appreci¬ 
ably as between States. The behavi 
our of inecjualities over time also did 
not show any uniform and consistent 
pattern over the States. There were 
also very substantial differences in tho 
incidence of iwverty measured as a 
proportion of population falling below 
specified per capita consumption level. 
The diffcren«‘s, as was to be expected, 
were largely explained by variation in 
the average per capita consumption 
level and the degree of inequalities in 
consumption as between States. 

One of the papers pre.sented in the 
Seminar made a tentative attempt at 
identifying the characteristics of the 
poor and examining the association be¬ 
tween the degree of inequality and 
st)me of the factors which wordd seem 
to have a bearing on them. 

Some of the major conclusions ol 
this analysis may merit consideration: 

(1) The degree of consumptioii 
inequalities in rural areas is 
less than inequalities in land 
distribution possibly because 

(a) households with large hold¬ 
ings tend to be of larger size, 

(b) larger holdings generally 
have a larger proportion of 
p<jor quality land. Furtlicr, to 
the extent larger holdings have 
higher per capita income, the 
fact that they are likely to save 
more will re.sult in inequalities 
in consumption being lower than 
inequalities in income (and 
land). 

(2) Contraiy to the popular impres- 

.sion, it is not true that large 
land holders arc invariably 

rich or that landless workers or 
small holders are invariably 

poor. In fact, a significant 

proportion of the. poor house¬ 
holds have large land holdings 
while a sizeable proportion of 
landless workers and small 
farmers fall in higher per 
capita consiimi>tion brackets. 

(3) One of the main explanations 
. of this apparent anomaly seems 

to be the behaviour of family 
size. There is significant con¬ 
centration of large size families 
among the poor income groups 
and a significant concentration 
of small size families in the re¬ 
latively high per capita con¬ 
sumption categories. 


(4) The per capita consumption of 
agricultiual labourers is on the 
average lower than for other 
groups but the inequalities are 
perceptibly small. The per 
capita consumption of non- 
agricultural class would appear 
to be slightly above the average 
though the inequalities within 
this group is not significantly 
different from that of the rural 
population as a whole. 

(.5) Variation in the degree of 
inequality (as measured by I.R) 
in consumption among States 
seems to be positively associat¬ 
ed with the inequality of dis¬ 
tribution of land ownership. 
The association was rather 
weak and did not explain more 
than 25 pci cent of tlie varia¬ 
tions in ronsumption inequali¬ 
ties. There seems to be a weak 
negative association between 
the proportion of irrigated area 
and the degree of consumption 
inequalities, and the positive 
u.s.sociation with proportion of 
income dcriveil from animal 
husbandrs’. 

iMFSCr OI- CllEEN Revoluiton 

There was a lot of discussion on the 
impact of "Green Revolution” on in¬ 
come inequaliti<‘s. There was some 
agreement that though the new agri¬ 
cultural technology might l>c neutral 
to the si/e of holding and might have 
indirectly increased employment, it 
was likeK to have worsened income 
distribution insofar as the acqufeition 
of requisite new input.s depended on 
initial asset holdings Somi- evidence 
was also presented of a decline in r-al 
wagi- rate in rural areas as well as 
industry. 

There was general agreement in th<- 
course of discussion about the need for 
more intensive analysis of poverty. 
Additional factors like the age, sex and 
earner-dependent composition of lious'-- 
holds and the regional distnhution of 
the pool would be useful. A sugges¬ 
tion was made that since the degree 
ol inequality did not appear to havi- 
changed very much over the last 10 
>ears, it might be worthwhile pooling 
NS.S data for several rounds for such 
an analysis. Th-'s would enlarge the 
sample size to a level which would 
permit the building up of a far more 
disaggregated regional picture of the 
incidence of poverty and the charac- 
teri.stics of poor. While recognising 
that the kind of correlations and 
regressions betw<>en consumption in- 
eijualities and possible explanatory 
^actors was interesting, a great deal of 
v/ork was needed to formulate testable 
hypothesis In-fore meaningful statistical 
analysis could be attempted. 


The last Session was devoted" to 
policies for achieving a more equit¬ 
able distribution of income and 
wealth. Of the papers submitted to the 
session, one was fairly comprehensive 
and discussed various policy altern¬ 
atives particularly with a view to the 
objective of- a.ssuring a minimum 
standard ot living to the population; 
other papers dealt with particular 
policy issues like land redistribution, 
ivith taxation, the role of public 
investment, tax policy and differential 
iiiti-rest rates on bank ererlit to help 
the ‘•■mall producers. 

Land Poi.iciv 

On land policy it was generally 
agreed that in spite of various land 
reforms, land was very unevenly dis¬ 
tributed, rents were high and un¬ 
controlled (also largely uncontrollable 
in view ot the pressure of demand for 
land); tenants by and large did not 
have adequate security-, and a mere 
policy <if lowering the land ceilings 
ami land redistribution would only 
lead to a vast increase in the number 
of uneconomic holdings without 
making much of a dent in the pro¬ 
blem ot rural poverty. One participant 
argued for the legal prohibition of 
tenancy (involving ownership rights 
tor existing tenants) and land mort¬ 
gage. 

'I'hi- same participant also con- 
'idi-red the possibility of influencing 
ti-chnological ehoiec in favour of more 
labour intensive methods of produc¬ 
tion. lie discussed at length the ex¬ 
perience of the Khadi programme to 
illustrate the problem of protecting an 
inleiioi technology in the presence of 
an ailvanced technology and of arti¬ 
ficially restricting the pace of adop¬ 
tion of improved technology. Another 
paiticipant asked whether we had 
done everything possible to adopt 
tcr-hniques which were consistent with 
our 1 actor endowments. It was possible, 
he aigiu'd. that the relatively high 
wages in the organised and unorganis- 
i-d industries might have led to a higher 
capital intcn.sity than would be 
dc-sirable fiom the social point of 
view. 

Thi-ic- was a lot ol cTiticism ol a 
IKiliey of differential interest rates 
(lesigiifcl to provide cheap credit to 
small farmers and small entrepre¬ 
neurs The problem of re-lending, 
the growth ot a whole host of inter¬ 
mediaries, and possible misuse of 
discretionary powers to the bank 
branches were eniphasi,scd. A more 
direct policy of helping the poor 
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through the fiscal machinery was 
considered better by some parti¬ 
cipants. 

Hole of Public OwNEBsmr 

The paper on the role of public 
ownership as an instrument of income 
distribution noted that the public 
sector policy of providing model 
housing and other amenities to its 
svorkers or that of limiting the salaries 
of top executives had not had any 
real impact on the much larger pri¬ 
vate sectoi. In many cases the bene¬ 
fits of the public sector did not flow 
to those who deserve them most, ,md, 
since in g<-neral the publie sector 
iiixlertakings had a low rate of profit, 
the problem of small surplus and 
conseciuently slow growth would lead 
to bleak prospects for the poor in 
future as well. 

There was a considerable amount of 
discussion on the suggestion of a 
massive rural works programme de¬ 
signed to utilise underemployed, 
unskilled lalmur without involving 
much use of scartx- inputs like cement 
and stei-l. The claim by One parb’- 
eipant that a long list of .such projects 
uas lying in all block development 
officx-s waiting to be taken up was 
seriousls questioned by many parti¬ 
cipants. Thes pointed to the lack of 
a comprehensive and integrated pro¬ 
gramme based on careful technical 
preparation and planning. They also 
emphasised thi- need for responsible 
participation of local communities in 
such an effort. Some participants were 
of the view that equitable sharing of 
the benefits of such projects and 
cifective local participation and 
organisation required a very different 
tipe of institutional framework possi¬ 
bly along the lines of the communes. 

As foi resources, one participant 
claimed that if the richest 50 per cent 
of the Indian population accept a 15 
per cfnt cut in their consumption and 
the second richest 5 per cent accept 
a 7,'j pi'r cent cut. between 800 and 
1,000 crores of lupees a year could be 
innbiiised tor the work.s programme, 
lie dill not specifi the kind of taxes 
this would involve. Some participants 
were sceptical ol the political feasi¬ 
bility of .such a large dose of taxation 
of the rich. They pointed out the 
difficulties faced in the much smaller 
c-ffort call for the current plan. One 
participant suggested a global tax on 
all forms of wealth with confiscatory 
rates for wealth above 3 lakhs of 
rupees. Others pointed to the scope 
for additional taxation on the rural 


rich. Aixjtber suggestion was to make 
the existing system of taxation' of in¬ 
come and wealth more effective by 
lowering the maximum marginal rates 
ni taxation of income stopping various 
kinds of loopholes and exemptions. 

One participant also referred to the 
question of real resources which would 
remain even if a massive programme 
of redistributive taxation works. Since 
the poorer people had a much larger 
propensity to consume foodgrains 
than the rich, a redistributive tax 


f HEAD with interest “Profits and 
Investment in Coal Industry" by A B 
Ghosh (November 7 and 14, 1970). I 
have, however, the following conunents 
to offer on the paper. 

(1) I am not clear about the implica¬ 
tions of Chosh's statement that equities 
in relation to debts have grown faster 
in the coal industry as compared to 
other indu.stiies. 

(2) It seems to me that Gho.sh has 
not consistently separated out figures 
relating to the public sector companies. 
Any study of the coal industry without 
segregating the public sector would 
give a vers- lopsided view’ of the 
mdusti'y. 

(3) I feel that a much better under¬ 
standing of the coal mining industry 
can lx‘ obtained if wc have a pooled 
eross-spction analysis of the behavioui 
of coal mining companies over time. 
■Such a stud)' of the mining industry in 
the US has been done by Armando 
M Lago in his paper “Quantitative 
Economic Analysis of Sources and Uses 
of Funds in the Mineral Sector”. His 
conclusions are interesting. 

(4) Lago has analysed the accounts 
ol sampled mining companies in seven 
years crucial to the industry in the US 
— 1947. 1949. 1954, 1955, 1958, 1962 
and 1906 — and tried to work out 
equations which would enable one lo 
understand the relationships betwreen 
cash outflows on prospecting, invento¬ 
ries, plant and machinery and dividends 
and choice of source of funds between 
loans, share capital and working capital 
and profits. He has also derived from 
his studies the impact of variations in 
taxation policy in respect of deprecia¬ 
tion and depletion allowances and in¬ 
come-tax credits on the financial be¬ 
haviour of the firms. One of his 


policy by itself could not solve the pro¬ 
blem; the foodgrains released by 
rich would be much less than what 
the poor need. Some kind of rationing 
of essential commodities might be 
needed. 

The difficulties in the way of a 
really effective redistributive policy 
were found to be many, but Ae parti¬ 
cipants agreed that the problems of 
the poor in India were desperate and 
some of the policy solutions were 
imperative. 


interesting conclusions is that if 
depreciation and depletion allowances 
were reduced by 10 per cent in the 
US, there would be a drop of 34 per 
cent in investment in mines. Similarly, 
tile investment tax credit passed in 
1962 resulted in a 6 per cent increase 
in mine development investment. Lago 
also shows that mining companies 
have a palpable aversion to taking the 
risk of indebtedness, as demonstrated 
by the relative lack -of borrowings in 
mining firms. At the same time, the 
overall cost of capital to the mining 
corporations would be very much 
lowered if the debt to total capital 
latio was increased from about 0.35 to 
0.43. Lago also notices the influence 
of the previous year’s dividend rather 
than the current year’s profits on 
current year’s dividends. There is alsb 
a difference of behaviour between 
pure mining companies and integrated 
producers. 

(5) It would be naive to build one’s 
arguments on the hypothesis that the 
capitalistic entrepreneur will not be¬ 
have in the way in which he normally 
does. If the purpose of all practical 
economics is to make for optimum 
allocation of resources we will have to 
see how far Government in its dominant 
role as the purchaser of coal adiieves 
this purpose by a policy of “socialism 
by price guidance” coupled with use 
of its powers of taxation. In judging 
the behaviour of coal mining companie.s 
one has also to see how far the nation's 
mining wealth is conserved by the 
industry, an a.spect which has not been 
touched upon by Ghosh. 

(6) I reproduce in Table 1 an 
analysis of accounts of 5 typical com¬ 
panies. The figures have been altered 
by me marginally to lift the questions 
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‘involved to an academic level and to 
avoid recriminations over criticism of 
individual companies. The conclusions 
to be drawn from the Table are: 

(a) The Table shows that divergence 
l)etween companies is large, 

(b) The divergence may be due to 
many reasons beyond tht! control of 
individual companies; for example, 
distance from consuming points, grada¬ 
tion of coal, political and social pres¬ 
sures operating in the area in which 
the mines of the company are located. 

(c) Any study of coal mining com¬ 
panies’ financial behaviour which does 
not segregate the public sector com¬ 
panies is likely to give a very lojjsided 
picture. 

(d) Leaving out the public sector, 
the less suceessful ajmpanies have a 
lower debt-eiiuity ratio. Therefore, in 
the present circumstances increase m 
debts appears to be a signal of disastei. 

(e) There are indications to show 
that in private sector companies, for 
example in Company ‘A’, while there 
may be some investment in mechani¬ 
sation of existing units as shown by 
the relative increase in plant and ma¬ 
chinery figures, compared to depreci¬ 
ation, the investments are very inode- 
jate. No large-scale investment in new 
properties or development is evident. 
In this situation a superficial examina¬ 
tion of accounts will not enable us to 
make out companies wliicli nmy be 
faced shortly bv severe problems of 
siiivival. Company ‘C’, for example, 
bad merrily been paying dividends on 
declared profits in the earlier period 
upto 19(>4 and had a sudden collapse 
due to mine replacement problems, 

(I) While it may be true that moneys 
had been flowing out from c-oal mining 
companies through dividends and 
heavy managing agent’s remuneration 
(for example. Company ’B’) or to non¬ 
mining assets (building in building in 
city and other investments, as in Com¬ 
pany ’D’) and bad tax planning (for 
example. Company ‘C’), sacrificing the 
future for the sake of temporary ad¬ 
vantages in showing profits and declar¬ 
ing dividends, it is difficult to say that 
reinvestment would have been always 
in the private interest of the company. 

(g) The ainclusion as at (f) above 
arises obliquely out of lack of correla¬ 
tion of wage price differential with 
profits, for this distinctly indicates 
short-term variations in demand and 
the variation in the incidence of fixed 
costs (including wages). Thus with 
lowering of demand, profits would cer¬ 
tainly vanish as the bulk of short-term 
variation in demand cannot be count- 


Table 1: Analysis of Accounts of Five Coai, Mining Companies 

Company 'A' 

1949-1968 


Growth of production; from 19 lakh to 33 lakh tonnes per annum. 
Total production during the period: 535 lakh tonnes. 


.Source 

of Funds 

Application of 

Funds 


Profits 

1,190 

Plant and machinery 

502 


D<‘preciation 

490 

Property and others 

192 


Loans 

150 

Development 

68 

762 

F.ipiity 

20 

Working capital 


119 



Dividend 


358 



Managing agents 


86 



Taxation 


527 


1,850 



1,850 


-Average equity: 130, Debt-equity latio: 1 . 0.8. 
Company ‘B’ 

(An Integrated I’loducer) 

1950-1966 


Growth of production: from 8 lakh to 22 lakh tonnes pei annum. 
Total production: 289 lakh tonnes. 

Source of Funds .Application of Funds 


Profits 

650 

Managing agents 


115 

l^epreciation 

172 

DivuUaids 


186 

Loans 

104 

Investment 


54 

Equity 

— 

Taxation 


248 

Working capital 

22 

Plant and machinery 

268 




Property and others 

77 




Development 

— 

.345 


948 



948 


Average equity : 85, Debt-equity ratio • 1 . 0.9 

Company ’f” 

1956-1969 


Prodiiction dioppecl from 18 lakh to 13 lakh tonnes pei annum. 
Total production: 216 lakh tonnes. 


.Source 

of Funds 

Apiilication ol 

Funds 


Depreciation 

50 

Managing Agents 


15 

Loans 

40 

Deleiled levcnue and 





investment 


.34 

Woiking Capital 

140 

Dividend 


25 

Equity 

— 

Taxation 


16 



Plant and rnachineiy 

25 




Development 

40 




Other 

10 

75 



Losses 


<15 


~2.30 



230 


.Avciage equity. 34. Debt-equity latio. 1 0.2 

Company 'O' 

1958-59 to 1968-69 

I’loductioii dropped from 10.5 lakh to 10 lakh tonnes per annum. 
Total piodiietion . 70 lakh tonnes 


Source ot 

Funds 

.Application ol 

Funds 


Piofits 

110 

Dividends 


51 

Depreciation 

75 

Taxation 


50 

Loans 

8.3 

Managing agents 


4 

Equity 

28 

Building in a city 


27 



Fixed investtiu-nts 


29 



Land and shafts 

110 




Lead and lilt 

12 




Othei s 

13 

135 


296 



296 

Average 

equity: 38, 

Debt-equity ratio: 1 : i 

0.60. 



Company 'E' 




(Public Sector) 




1962-1968 



Source of 

Funds # 

Application of 

Funds 


Depreciation 

2,600 

Plant and machinery 


7,500 

Equity 

5,700 

I>;velopmcnt 


3,900 

Loans 

5,.300 

Prospecting 


800 



Working capital 


1,400 


13,600 



13,600 


8a3 



April 24, 1971 


EOJNbSIlCrAlfflbf TOLmtlALTNlV^lELY 


ered by reduction in prices because 
there are not probably elastic to price 
variations. Demand may be clastic 
only in the long-term as location of 
industries can be governed by the price 
factor. 

(7) There is another presumption in 
Ghosh’s paper that inei eased iiieehani- 
sation would reduce costs. On the 
basis of my c.\peiieiice and also the 
trend in other lountiies, I have serious 
doubts about his piojeclions. Obvious¬ 
ly, mechanisation should give advan¬ 
tages to the coal industry to the extent 
that incicases in the store and machin- 
ciy costs and wage lates do not out¬ 
strip the laliour cost reduction due to 
Improved laboin productivity. One of 
the (hstinbing factors in India is avail¬ 
ability ol inachinery anil spares. In 
the t iHiimslances we could probably 
make a slalemenf ol only limited opli- 
niisin as iollows. with mechanisation 
and risisonablc- stjndaid of .supply of 
.spare [lails and availability and utili¬ 
sation ol niachiners .and increase in 
coal demand, costs may not risi' .steep¬ 
ly III lutiiie. 

(8) (’.hosli has also given .some indi¬ 
ces in Table 5 of his paper for judging 
whethei theie has Ireen mechanisation. 
He uses the indices of percentage ol 
fiiines using electrical power and/or 
using coal cutting machines. However, 


it would be more correct to adopt cri¬ 
teria for differing levels of mechanisa¬ 
tion, say, horse power installed per 
1,000 tonnes and horse power per em¬ 
ployee, coal loaded below ground by 
machine as percentage of production, 
coal transported below ground in con¬ 
veyors as percentage of production be¬ 
low ground, ratio between explosives 
used and coal produced, percentage of 
open-cast mechanised production, fny 
by draglines, shovels and dumpers and 
so on. The phenomenal increase of out¬ 
put piir manshift in the US is partly 
because of high productivity of open¬ 
cast mining, a point which has been 
coinph'tcly missed by Ghosh’s article. 

(9) (ihosh's view that price increases 
in coal industry arc not justified be¬ 
cause ol lack of correlation between 
pricc-wage K-lativcs and profits and 
also his suggestion th.it price increase 
prevents the coal industry from look¬ 
ing into problems of productivity are 
not entirely logical. Suffice it to indi¬ 
cate that Indian coal is the cheapest in 
the world and the only country where 
coal cost is coiiip.irable, to India is the 
US. Indian coal is about Rs 1.62 to 
Rs 1.90 per million BTU at pit-head 
while coal m the US is about 20 to ,36 
cents per million BTU. The prices in 
UK are about three times as high as 


In India, and those in Sweden and Ger¬ 
many about six times. It is in the 
transportation of coal from pit-bead to 
the consuming xioints and in' the effici¬ 
ency of use of coal by consumers that 
India appears less economical. In US 
the cost per million BTU at consuming 
point is 25.R cents while in India it is 
probably Rs 3 to Rs 4 per million BTU. 
Again, even with price of coal at 40 
cents per million BTU, which is anti¬ 
cipated after some time with increased 
costs, electricity costs in the US are es¬ 
timated only at 5.6 cents per 10 KWH. 
There may be a further gradual reduc¬ 
tion as luel consumption is expected to 
go rlow-n from 8,500 BTU per KWH to 
7,500. Fiveryone is aware of the high 
power costs in India and one can easily 
judge where the major inefficiency lies. 
Analysis of die coke rate in steel plants 
would also reveal a similar story. 

(10) It i.s, however, another issue if 
by iiicu-asing coal prices in India there 
would be more optirmiin allocation of 
ii'sonrcs's for the country. One has to 
■sc'c tins ill the light of many factors 
including the foreign exchange content 
of diesel oil. On the questio.*] of keep¬ 
ing the private sector profits within li¬ 
mits or nationalising the industry one 
is bound to be influenced by one’s ideo¬ 
logical and political preferences. 


COMPANY MEETING 

DUNLOP INDIA LIMITED 

Chairman, Mr R G S Nairn’s Review 


THE following is the address by the 
Chairman, Mr R G S Nairn, at the 
45th Annual General Meeting held on 
April 19, 1971, at Calcutta. 

I have pleasure in welcoming you 
to the 45th Annual General Meeting 
of the Company. 

As the Directors' Report and Ac¬ 
counts for the year ended 31st Decem¬ 
ber, 1970. have been in your hands 
for .some time, I should like, with your 
permission, to take them as road. 

The Year’s Trading 

Total .sales increased by 8 per cent 
over 1969 to Rs 87.71 crores. 

Once again the demand for nearly 
all our products was in excess of our 
production capacity. In the case of 
automotive tyres, the position was 
aggravated by the dislocation of pro¬ 
duction in some other tyre manufac¬ 
turing units, which resulted in a short¬ 


age of truck and rear tractor tyres in 
the second half of the year. This situ¬ 
ation was rectified in conjunction with 
the other members of the Automotive 
Tyre Industry. Despite overall cost 
increases, the Automotive Tyre Indus¬ 
try voluntarily reduced the replacement 
market prices for truck and rear trac¬ 
tor tyres by 0.75 per cent with effect 
iroin 1st January, 1971, in order to 
cicatc an atmosphere in which these 
tyres could become aviulable at fair 
prices. 1 am pleased to tell you that 
these measures have had the desired 
effect. The Tyre Industry also reduced 
the Defence prices for truck tyres by 
0.75 per cent with effect from 1st 
lanuaiy, 1971. 

During the period of shortage, your 
Company naturally had to give priority 
to supplies for Defence and State Trans¬ 
port organisations to enable them to 
keep their fleets operational, and to 


vehicle manufacturers to maintain their 
programmed production. However, duo 
to the shortage of Industry capiacity 
for rear tractor and earthmover tyres, 
agricultuiral tractor and earthmovlng 
machinery manufacturers were not able 
to obtain their full requirements. We 
are doing everything possible to ex¬ 
pand output of these tyres. 

The demand for nylon truck tyres 
continued to increase in the domestic 
market. However, Industry production 
could not keep pace after meeting ex¬ 
port commitments, due to the insufli- 
cient availability of nylon tyre cord, 
all of which is imported. It is im¬ 
portant that indigenous production of 
nylon tyre cord becomes available as. 
soon as possible and, in the mean¬ 
time, larger imports should be i>er- 
mitted. 

The total sanctioned capacity of 
the existing automotive tyre manufac- 


884 



✓ Ecc»i(;:hMK:; and pcmjtical weekly 


April 24, 1971 


tarers is 52 Idchs; a Letter of Intent 
lor 4,00,060 tyres was issued to a new 
unit in 1969 ntaking a total of 56 
iaklB. However, some of this capacity 
is unlikely to become available until 
1974/75. 

Experience has shown that due to 
labour problems, shortage of electri¬ 
city, dislocation of transport and simi¬ 
tar problems, a maximum of 90 per 
cent ot the Industry capacity has been 
utilised in any year. On this basis, in 
1973/74 tile effective Industry capa¬ 
city is likely to be reduced to about 
50 lakhs tyres compared with an esti¬ 
mated demand of 75 lakhs tyres. The 
demand could increase to about 80 
lakhs tyres in view of the more in¬ 
tensive utilisation of vehicles as a 
result of Increasing industrial and 
agricultural activity, and if some of 
the new vehicle manufacturing projects 
materialise. 

These facts and the recent tyre 
shortage once again highlight the need 
for a Government policy which will 
ensure that there is sufficient availa¬ 
ble capacity and actual production of 
automotive tyres and tubes to meet 
the growing demand of the domestic 
and export markets. This policy must 
ensure that Letters of Intent are im¬ 
plemented quickly. The reason for the 
serious tyre shortage which develop¬ 
ed in 1968 was that four proposed 
new units which were granted Letters 
of Intent in the early 1960s for a total 
of 12 lakhs tyres did not implement 
their schemes and the Government 
had finally to revoke these Letters of 
Intent. A number of Letters of Intent 
have recently been issued to new 
units for a total capacity of 24 lakhs 
tyres. Based on past experience, it is 
likely to take a new manufacturer 
several years to implement a capacity 
of 3,00,000 tyres, which is now con¬ 
sidered to be the minimum economic 
unit. On the other hand, an existing 
manufacturer with experience in im¬ 
plementing expansions and with the 
necessary technical and managerial 
skills, can achieve this within two 
years. 

The Government should not, there¬ 
fore, wholly rely on new units to 
meet the additional demand for tyres 
but .should also permit expansion to 
existing manufacturers to make sure 
that the country is not short of a 
vital product. Your Company is ready 
to play its part in meeting the future 
dernaads of the country. 

During the year, we continued our 
eiforta to expand the Industrial Pro¬ 


ducts side of our business and our two 
outstanding achievements were 

1 A contract worth Rs 1.5 crores 
with the Neyveli Lignite Corpo¬ 
ration for the supply of special 
cotton/nylon conveyor belting. 
This is the largest contrac-t ever 
to be placed in this country for 
conveyor belting. 

2 Introduction of Metalastik rubber 
to metal banded components for 
the Indian Railways, particularly a 
large mounting for diesel and 
electric locomotives. 

Exports 

In 1970, your Company achieved 
yet another record—our export of all 
products crossed the Rs 3 ciore mark, 
which represents an increase of ap¬ 
proximately 9 per cent over 1969. This 
was achieved in the face of stiff inter¬ 
national competition and was only 
made possible by the development of 
new markets, constant market re¬ 
search, product development and the 
continuous assistance which we re¬ 
ceive from our UK Associates and 
their worldwide distribution organisa¬ 
tion. A notable achievement was that 
our exports to the General Currency 
Area markets, where competition is 
most severe, increased by 36 per cent. 

Automotive tyre and tube exports 
in 1970 were 11-6 per cent of our 
production as against the guarantee of 
10 per cent which we have given to 
the Government. We consider this to 
be a very good performance for a 
non-traditional item. Dunlop India’s 
automotive tyre and tube exports con¬ 
stituted 43 per cent of the total ex¬ 
ports of these products from India. 

During the year, we developed ten 
new markets and introduced a special 
type of cycle tyre called “Slik" for 
the sotdiisticatcd American market, a 
new tyre design for earth-moving ma¬ 
chines and two new types of cycle 
rims. Our cycle tyres greatly assist the 
exports of bicycles manufactured in 
the country: in fact, many overseas 
orders stipulate the fitment of Dunlop 
cycle tyres. Our exports of c-ycle tyres 
and tubes were 77 per cent of the total 
exports from the country. 

It is our constant endeavour to 
maximise exporis but our efforts have 
at times been handicapped by labour 
problems, strikes at the ports, irregu¬ 
lar availability of shi|n>iiig space and 
eves mcrcaaiog freight rates. Recently, 
and without reference to the Indus¬ 
try, the export of nylon tyres to the 


UAR has been banned for 1970/71 
under a bilateral trade agreement with 
that country. Unless this ban is re¬ 
moved, our export efforts will be seri¬ 
ously affected, and the important UAR 
market, which has been developed 
after much hard work, will be lost 
to the Indian Tyre Industry. It would 
be helpful if the Government were to 
consult the Industry and take ns 
into its confidence when such agree¬ 
ments are negotiated. 

Our export efforts are also depen¬ 
dant very largely on our ability to 
produce and supply goods at competi¬ 
tive prices. Duty drawback rates have 
a significant influence and have been 
suddenly reduced in the past. These 
are at present once again under re¬ 
view and it is hoped that the rates 
will not be reduced again; if they 
are, we may not be able to quote com¬ 
petitive prices. It should be appreciated 
that with such uncertainties, we are 
not always able to quote prices for 
delivery in the future which is a nor¬ 
mal characteristic of export business. 

Cash subsidy rates should also be 
established at levels which will en¬ 
courage exports. We are still losing 
substantial amounts on our export 
business. 

If such difficulties are not overcome 
soon, some enquiries for exports which 
are now being received will ultimately 
be diverted by the customers to other 
sources of supply. This will obviously 
affect our export achievements. 

There is, therefore, an urgent need 
for the Government to establish king 
term policies to enable the exporter 
to plan well ahead to increase exports. 

Costs 

Costs have risen during the year 
mainly on account of increases in 
raw material prices. In the last two 
years, cotton prices have increased by 
nearly 50 per cent, and since January 
1971 they have risen by as much as 
20 per cent. This has necessitated in¬ 
creases in the selling prices for cycle 
tyres. An excise duty of Rs 300/- per 
tonne has been imposed on indigenous 
synthetic rubber and since November 
1970 octroi has become applicable to 
all raw materials received at oui 
Sahagan] factory. To these burdens 
must be added a sulistantial increase 
in wages, salaries and dearness allow, 
ance. 

State trading agencies arc now tak¬ 
ing an active part in procuring and 
supplying some of our major raw 
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materials. The State Trading Corpora* 
tioii, for the first time, has commen¬ 
ced piiichasing indigenous natural rub¬ 
ber in order to relieve the burden of 
high stocks with the small growers. 
We are glad that the rubber purchas¬ 
ed by the STC is available to the 
Industry at the contiollcd prices. How¬ 
ever, certain other raw materials, such 
us nickel and titanium dioxide, which 
^ave nowi faieen canalized through 
State organisations, cost considerably 
more than they did when we were able 
to obtain these materials through 
direct imports. 

Production 

Tyre production at our Sahaganj 
factory was approximately the same as 
in 1969 with the exception of cycle 
tyres, which were badly affected by 
labour difficulties. Con.scquently, the 
shortage of Dunlop cycle tyres in¬ 
creased in the domestic market and 
our export deliveries were badly af¬ 
fected. 

Industrial Products output at Saha¬ 
ganj was satisfactory except for bicycle 
rims, which suffered severely from the 
shortage of steel rim strip; this has 
created difficulties for some of the 
bicycle manufacturers. Although the 
import of some rim strip has been per¬ 
mitted by Government, we are still 
short and there may be further in¬ 
terruptions in the production pro¬ 
gramme. 

Production at the Ambattur factory 
increased signiffcantly due to the com¬ 
pletion of a part of our expansion pro¬ 
grammes which will be finished in 
1971 and fully effective in 1972. Auto¬ 
motive tube production commenced at 
Ambattur during 1970. Production of 
bicycle rims, against the licence for 
15 lakhs rims, will commence at 
Ambattur in 1971. 

In accordance with Government 
directives, we are doing everything 
possible to maximise production at 
both factories in order to avert any 
possible shortages in the future. 

Product Development 

The Company's products continued 
to enjoy the highest reputation tor 
quality and service during the year. 

In keeping with our policy to 
biing to our customers improved pro¬ 
ducts of latest designs, we have been 
evaluating modern patterns in the 
truck tyre range and the benefits will 
become apparent to consumers with 
the introduction of new truck tyres 


during 1971. 

In 1970, we introduced a premium 
cycle tyre, the “Dunlop Goldseal”. 
This very modern design of tyre is 
already manufactured in several fac¬ 
tories in the Dunlop Group. We expect 
that it will play an important role in 
assisting bicycle exports and in deve¬ 
loping cycle tyre exports, ami will 
also find its place as India’s top quality 
cycle tyre. 

We continued to develop new tyres 
for the latest civil and military aircraft 
operating in India and it is our in¬ 
tention to try and make the country 
self sufficient in aero tyres. During the 
year, we also became the first manu¬ 
facturer in India to produce tyres for 
industrial forklift trucks. 

These developments and many others 
have only been possible as a result of 
thh continuous technical assistance 
that we receive from our UK Asso¬ 
ciates supplemented by local develop¬ 
ment work. Our new Technical Aid 
Agreement, which was submitted to 
Government at the end of 1969, has 
not yet been finalised. I am pleased 
to tell you that Duhlop Limited has 
been continuing to give us technical 
assi.stance during 1970 in the belief 
that the Government will appreciate 
the need for us to continue the pur¬ 
chase of technical knowhow on a 
reasonable cost sharing basis. 

Tyre technology is continuously 
changing and the tyre that we make 
today is very different in terms of de¬ 
sign, raw materials and construction, 
to the one made only a few years ago. 
Although we have always carried on 
development work in India to adapt 
some of the knowhow to suit local 
conditions, it is not possible or prac¬ 
ticable for our Company to duplicate 
the research and development work 
carried out by our UK Associates as 
the resources required are enormous 
and completely beyond our capacity. 

I have mentioned earlier the very 
important plans for increasing ex¬ 
ports. Success in this field is depen¬ 
dant on our ability to continue the 
manufacture of products which are 
fully competitive in international mar¬ 
kets in design, quality and perform¬ 
ance. The tyre industry throughout the 
world is in the throes of a technologi¬ 
cal revolution brought about by new 
developments in vehicle design, in¬ 
creasingly stringent safety requirements 
and development of new synthetic 
polymers and fibres. New tyre designs 
are gradually replacing conventional 
constructions; steel, nylon, polyester 


and other materials are becoming in¬ 
creasingly important in tyre produc¬ 
tion. Wc must therefore, be - per¬ 
mitted to keep continuously up to date 
with these developments not only to 
compete successfully in the export mar¬ 
kets but also to bring the benefits of 
the latest developments to our domes¬ 
tic customers. 

It is important to see this point in 
the right perspective bearing in mind 
that the total iirodiictlon of automotive 
tyres in India is less than 1 per cent 
of the world production. However, 
for some products, such as cycle tyres, 
where the volume of production reaches 
a sufficiently high level, local research 
and development work can be under¬ 
taken. Our UK Associates have pro¬ 
posed that we undertake this work and 
sell technical know-how to other cycle 
tyre manufacturers in the Dunlop 
Group thereby earning valuable foreign 
exchange for the country. 

Diversification 

We are always seeking opportunities 
fur diversification into product fields, 
which are capital intensive and require 
sophisticated technology. In view of 
the increasing need for such new and 
modern products in the country, we 
feel that we can play an important 
part, and we have submitted an ap¬ 
plication to Government for the 
manufacture of steel cord conveyor 
belting, which is essential for iron ore 
and lignite mining. 

There is an urgent need to increase 
the manufacturing capacity for conven¬ 
tional rubber conveyor belting, and 
fan and vee belts. By 1973, there will 
be a substantial shortfall and imports 
are currently being allowed to aug¬ 
ment indigenous production. We', there¬ 
fore, hope that the Government will 
take urgent steps to licence additional 
capacity to existing manufacturers who 
are in a position to implement expan¬ 
sions quickly and to offer a technolo¬ 
gically competent product to the mar¬ 
ket. 

Our Letters of Intent for golf and 
tennis balls are still under negotia¬ 
tion with the Government. 

Personnel 

Despite the unsettled conditions, 
employee relations have remained 
gem'r.illy gmul during the year. In 
1970, we concluded negotiations and 
signed a new i>ve-year agreement 
covering the engineering operatives at 
our Sahaganj factory in West Bengal. 
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The agreements covering the pro¬ 
duction operatives and staff at the 
Sahagan] tactory, and the staff at the 
Head'O^ce and the District Offices 
throughout the country, expired at the 
end of the year. New agreements are 
now being negotiated and we hope to 
finalise them in the near future. 

From its inception, the Company 
has adopted progressive methods and 
techniques with a view to improving 
the welfare and conditions of service 
of all employees. However, it must be 
remembered that there are linu'tations 
and the ultimate welfare of the em¬ 
ployees depends upon the continuing 
prosperity of the Company. 

Our training programmes for person¬ 
nel at all levels continue to make good 
progress. Consistent with the Com¬ 
pany's policy to keep pace with the 
technological changes and to improve 
managerial efficiency, new training 
programmes were developed and in¬ 
troduced. 

Profit and Loss Account and 
Balance Sheet 

The financial results for 1970 have 
already IxH'ii covered in the Directors’ 
Repoit, but then; are u few points 
that I would like to make. 

As you will have noticed from the 
accounts, the main feature of the year's 
trading is that the significant increase 
in income yielded very little by way 
of additional profit. The major reasons 
for this were increased raw material 
and personnel costs and higher de¬ 
preciation charges. Another contribu¬ 
tory factor was increased interest 
charges reflecting the higher level of 
bank borrowings which were needed to 
finance ‘additional raw material stock 
holdings, particularly natural rubber 
and textiles. These increases more 
than offset the significant reduction in 
accounts receivable, which have been 
achieved through our continued ef¬ 
forts to niiike the oxitiinum use of 
all available liquid resources. 

Once again, your Directors have 
taken into account the substantial 
cash requirements needed to finance 
your Company’s expansion plans. Ac¬ 
cordingly, they propose to maintain the 
ordinary dividend at 20 per cent for 
the year, the same as for 1969 and 
retain the balance of available profit 
amounting to Rs 1,65,99,000 by trans¬ 
ferring this amount to general reserve. 

Capital expenditure in 1970 was Rs 
.1.20 crore.s. In addition, commitments 


for capital expenditure at 31st Decem¬ 
ber, 1970, amounted to Rs 5.67 
crores. Expenditure includes the im¬ 
plementation of the industry licence 
received in December 1907 to increase 
the Company’s automotive tyre and tube 
capacity by 1,35,600 units and 1,24,800 
units per annum respectively. Also 
included are commitments made 
against the industrial and capital 
goods licences received in 1969, tar 
the automotive tyre and tube and 
bicycle rim expansions at the Ambat- 
tur factory, and for the replacement 
of old equipment at the Sahaganj 
factory. 

The major part of the expenditure 
on the current expansion plans will 
be met from the Company’s own re¬ 
sources. However, additional finance 
of approximately Rs 2 crores will be 
required and an application has ac¬ 
cordingly been made to the Con¬ 
troller of Capital Issues for the issue 
of 15,00,000 Ordinary Shares at a pre¬ 
mium of Rs 4 per share to members 
in the ratio of 3 new Ordinary Shares 
for every 20 Ordinary Shares held. 
The proceeds of the proposed issue 
will be Rs 2.1 crores. 

The Board 

Mr J A Moore relinquished his ap¬ 
pointment as Managing Director dur¬ 
ing the year on retirement after long 
and distinguished service with the 
Company. I am sure you will join me 
in wishing Mr Moore a long and happy 
retired life. 

Mr Sachin Chaudhuri also retired 
from the Board. I would like to take 
this opportunity of thanking him on 
your behalf for the wise counsel that 
he has given us and for the great in¬ 
terest that he has always taken in the 
Company. 

Mr K Padmanabhan also retired at 
the end of the year. Here again I 
would like to take this opportunity of 
thanking him for his many years of 
devoted and loyal service to the Com¬ 
pany. 

Mr J R Scott letireil from the Board 
during the year on taking up an ap¬ 
pointment with Dunlop Limited, UK 
and Mr C J T Blease took over from 
him. 

We have now re-organised our exe¬ 
cutive management team with the 
appointment of four new wholetime 
Directors. These are Mr R N Basu, 
Director Accounting, Mr N S Bedi, 
Sales Director Industrial Products, Mr 


R M Bhandari, Director Administra¬ 
tion and Industrial Relations and Mr 
L I Tompsett, Sales Director Tyres. 

I am sure you will join me in ex¬ 
tending a warm welcome to the new 
Directors. 


Future Prospects 

Our diversification plans, which 1 
have already mentioned, are designed 
to broaden the base of the Company’s 
manufacturing activities. 

We hope that we will be permitted 
to have a share of the expansion of the 
Automotive Tyre Industry, and we 
have submitted an application to 
Government for permission to establish 
a new factory with an initial capacity 
of 3,00,000 automotive tyres and 
tubes in Goa, which is an industrially 
underdeveloped area. In keeping with 
our policy of forward planning, we 
have already purchased some land. We 
hope that this application will be con¬ 
sidered favourably, particularly in view 
of our creditable export performance, 
a good record of supplies to Defence 
and vehicle manufacturers and our 
progressive manufacturing and develop¬ 
ment policies. 

Under the Monopolies and Restric¬ 
tive Trade Practices Act, your Com¬ 
pany can be considered a dominant 
undertaking. This is so only because 
according to the Act the basis for 
calculating market share is the actual 
production and not the licenced capa¬ 
city. In 1970, our share of the Auto¬ 
motive Tyre Industry’s production was 
approximately 38 per cent. Our licenced 
capacity, on the other hand, is only 
28 per cent of the total capacity sanc¬ 
tioned Iiy Government to the Industry. 
It will thus b<’ m;cii that lo.ss of produc¬ 
tion in other units and the extent to 
which they have impleineiited lieeiiced 
expansions can actually determine 
whether an undertaking is dominant 
or not. 

As mentioned earlier the expansion 
of the Company’s Ambattur factory is 
making good progress. Given stable 
conditions, your Company will continue 
to grow and we face the future with 
confidence and optimism. 

In conclusion, I should like to thank 
all our employees for the efforts they 
have made during 1970 towards the 
progress of the Company. 

Note : This does not purport to be a 
record of the proceedings of 
the Annual General Meeting 
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Bayer 

Bayer (Indie) Limited 

r 

Speech of the Chairman, Mr B M Ghia 

The following is the Speech of Mr B M Ghia, Chairman, 
Bayer (India) Limited, delivered at the Thirteenth Annual 
General Meeting of the Shareholders held on April 21,1971; 



Friends, 

I have Hu-iil ple.d.sure in welccaxung 
you to the 'I'hiiteentli Annual General 
Meeting ol the (a)mpany. 

\ou innst have already reee.ived the 
Animal Heiioil ol yoiii Company for 
the yeai 1970. With your permission, 

I shall take it as lead. 

1 am sine that yon would have been 
hapiiy to notice from the report that 
\oiir Company’s performance in 1970 
was hmdalile. Sales iiicreasi'd hy 29 per 
cent iwer the pievions year and reach¬ 
ed Ks 7.42 erores. Depreciation amount¬ 
ed to Hs .15 lakhs, as against Rs 50 
lakhs in the pievions year and the 
Statutory Development Rehate Reserve 
eame down to R.s 54 thousand as against 
R.S 11 lakhs III 1969. The Company 
made a net piofit ol Rs 1.06 erores as 
aguin.st R.s 41 lakhs in the previous 
year. Coiise(|uentl> the loss carried for- 
waid has now hecn re.duced to only 
Rs 17 lakhs — from Rs 1.23 erores. 
The total reserves of the Company at 
till- close ol the year amounted to Rs 
1.25 eiores. 

We hope to iiiipiove the favourable 
tieiid ill the sale.s as well as in profits 
dining the \e,u lt)71. 

It IS gratifying to see that the Rub¬ 
ber Chemicals Division increa.sed its 
sales in spite ol the .stagnation in the 
fvii' iiidnstiv due to prolonged strikes 
and stianied lahoni lelatioiis in that in¬ 
dustry. RiiIiIm'i eonsumption was thus 
not iiiereasing for the first time in a 
decade hut it is hound to gather ino- 
ineiituni s'ilh the restoration ol normal 
(sinditioiis. 

W'e introdu«‘d three new rubber 
eh mieals in onr iiiuiiufaeluring pro- 
gi amine during 1969 and in 1970, four 
new piodiK'ts were added. We. ore 


thus doing oiii best to ensure that the 
recjuiremeiits ol the ruliher industry are 
increasingly met hy indigenous manu¬ 
facture. 

At the last Annual General Meeting, 

I infomicd yon that your Company 
had applied for an expansion licence 
for rubber chemicals. A La-ttcr of In¬ 
tent in this connection was received in 
December 1970. lliis expansion is in¬ 
tended not only to increase our pro¬ 
duction capacity for the existing pro¬ 
ducts in oidei to meet the growing 
consumption, but also to introduce 
some new piodiicts and intermediates 
which arc now being imported. There 
are however eeilaiii diilieulties in ac¬ 
cepting the conditions stipulated in the 
Letter of Intent which we shall be dis¬ 
cussing shoitly with the Goveniment. 

Now, referring to the indent business 
of the Chemicals Division, you will be 
glad to hear that we have done well, 
although the overall import of chemi¬ 
cals into the txiuntry continued to de- 
eiease. 

i have particular pleasure in inform¬ 
ing you that we are planning to set 
up a plant for TDI (Toluene Di-isocy¬ 
anate), the basic raw material for the 
muiiufaetme of ihi 1\iirethaiK's. An ap¬ 
plication for the iiece.s,sary Letter of In¬ 
tent was submitted to the Govemment 
in March 1970 and we expect that your 
Company will leceive it in the near fu¬ 
ture. Polyurethanes have a very broad 
use, the most imjxirtant Ijeing Molto- 
preii flexible foam with its numerous 
applications, for example, as mattresses, 
seats, cushinniiig material, lining for 
clothes and packaging material. Poly¬ 
urethanes aic used in the form of rigid 
loam for insulation in refrigerators, 
de<'p freezers, hnildings and wagons. 
Semi-rigid foam finds application in the 
aittomoliile nidnstry as crash pads, ana 


rests, SUB visors, etc. PedyurethBoet ara 
also used as coatings and may indeed 
be used for several other purposes 
which may be developed in this coun¬ 
try later on. Considering the wide 
scope, the importance of this project to 
the Indian economy seems obvious. 

The Pesticides Division made good 
progress towards an increased turn¬ 
over. I am pleased to say that in addi¬ 
tion to “Ethyl Parathion”, “Methyl Pa- 
rathion” and “Metasystox", we started 
the basic production of “Fenitrothion". 
The extended range of “Bayer Quality 
Pe.sUcide.s" is showing its effect already 
on the sales during the first three 
months of 1971. 

Our business in Household Pesticides 
is making steady progress. You are 
aware that they are highly effective in¬ 
secticides originating from Bayer-re- 
seurch and in a sense, unique. 

Our collulioratiori on scientific and 
technical matters with the scientists of 
Bayer Leverkusen and their world-wide 
organisation will be further intensified 
with th<- view ol promoting better pes¬ 
ticides. We shall increase further our 
e.xteiisioii services and training <*fforts to 
acquaint farmers witfi eoriect and most 
economical pe.stieiiles — one of the 
most important inputs loi boosting crop 
yields and the ei-ononiie situation of 
fanners. 

The performance of the Pharmaceu¬ 
tical Division may be considered to be 
satisfactory. As you are aware, there 
was some uiieeitainty in tfie business 
after the Drugs Price Control Order 
was introduced hut this did not seri¬ 
ously affect your Company. 

The plant for the basic manufacture 
of “Resochin” (Chloroquine Phosphate), 
the world-famous anti-inalaria drug, 
has l)oen working in full steam. We 
made substantial supplies to the Gov¬ 
ernment, mainly for The National Ma¬ 
laria Eradication Programme and also 
to co-formulators. Tlie basic production 
of a large number of other drugs was 
also increased at our multipurpose 
plant, leading to considerable saving in 
foreign exchange. 

With the co-op<*iation of Bayer Le¬ 
verkusen, we exported “Resochin”, 
“Bayer’s Tonic”. “Detigon Liiictus", 
“Mitigal”, “Resotren Comp.", etc, to 
Turkey, Thailand, Indonesia, Malaysia, 
Singaxiorc and Ceylon. 

I am pleased to say that we had full 
co-operation from all employees of your 
Company which has greatly contribut¬ 
ed to our success in 1970. I am sure 
that such cordial relationship will con¬ 
tinue to be maintained in future. 

Thank you. 
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ACID PLANTS? 



Planning & Development Divi¬ 
sion, which has over the years 
developed a wide range of pro¬ 
cess know-how, oflers you its 
experience and experti‘;o for the 
setting up ol 

• Sulphuric Acid Plants 

• Nitric Acid Plants 

• Phosphoric Acid Plants 

P 4 D IS well versed in the plann¬ 
ing, design, engineering procure¬ 
ment, installation and commis¬ 
sioning of these plants. With 
more than 20 years of experience 
in the running of such plants, and 
more than 10 years ol experience 


in the design and installation of 
plants such as these, it has 
developed the ability to locate 
and solve the problemsof running 
units, speedily. This experience 
IS passed on to the customer 
without any charge. Acid plants 
set up by P 4 D, therefore, assure 
the vital benefits of low capital 
investment, low operating costs, 
high on stream factor, high con¬ 
version efficiency and minimum 
foreign cxcha.ige. 

It was P 4 D's engineers who 
designed and constructed the 
world's larg?st Nitric Acid Plant 


(1600 tpd) of its kind at Rourkela 
10 years ago and since then they 
have never looked back P 4 0 is 
presently engaged in the plann¬ 
ing, design, engineering, cons¬ 
truction and commissioning of 
to major projects involving more 
than 5000 million rupees 

self-reliance in 
f JJrf I fertiluer 

technology 

THE PLANNING 
& DEVELOPMENT DIVISION 

C.I.F.T. Buildings, P.O. Sindri 
Olst. Dhanbad, Bihar. 

Tele: 6541/44 (Jharia) 

Grams: 'PLANDEV Sindri 


TME fertilizer corporation of INDIA LIMITED 
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The Price of DIversifIcatioii 


Quest Keen Williams Ltd 


A multi-product organisation 
is rarely known for all it does. 
To those manufacturing 
electrical equipment, we are 
known as pioneers in the 
production of electrical 
stampings. The automotive 
and machine tool industries 
have come to regard us as 
leading producers of alloy and 
special steels and forgings. 

In metal fabrication and 
assembly, we are instantly 
associated with fasteners. 
Actually, we are all these and 
more. At GKW steel Is melted, 
rolled, drawn and turned into 
rods, bars and sections. It 
is pressed to form the core of 
electric motors and transfor¬ 
mers ; forged into automotive 
components and fasteners. 

In other words we are leaders 
in the supply of precision 
components to many vital 
industries. We would like 
people to know us for what 
we are—diversified. 
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Security.before-.Sensibilky- 

THE Iwrg expected demarche in Sino-American relations has taken place in 
the theatrical guise of a warm official welcome to US table tennis players 
in Peking. There might be many strands in Peking’s reasoning leading up to 
the particular timing of this dramatic gesture of bonhomie. Among these 
strands, the thought of helping the growth of the anU-war movement in the 
United States and possibly making some impact on the presidential election 
m 1972, by lessening Sino-American tensions and allaying the usual US feats 
of Chinese expansionism, could not have been missed in Peking. This gesture 
might also have been accelerated by the ignominious defeat of the US-inspired 
South Vietnamese invasion of Laos. Coming so soon after the North Vietnamese 
victory in Laos, the Chinese overture could not have been misconstrued by 
Hanoi as a sign ot Peking edging out ot a difficult situation in South-East 
Asia. Additionally, American war weariness could be accentuated by coupling 
the well-publicised rout in Laos with a show of sweet reasonableness by China. 

In fact, it is very likely that China decided on this gesture after close 
consultations with North Vietnam, possibly during Chou En-lai’s visit to Hanoi, 
which was five weeks after the South Vietnamese had first intruded into Laos 
and by which tune the signs of theu rout had become very clear. In this can- 
text, Chou Eii-lai’s statement in Hanoi, warning the US that China was pre¬ 
pared to make every sacrifice to defend the North Vietnamese people, can 
be seen as a part of alteniuting soit and tough tactics in the strategy ot further 
disenchanting the US about its pointless enmeshmeut in Indochina. 

Calculations about Suutli-East Asia or tor that matter. South Asia, are 
imiKirtant, but at the same time subsidiary to the increasingly obvious primary 
goal of Chinese loreign poticy—the prevention ot a potential world-wide Itusso- 
Ameriean collusion of interest and convenience against China. Thus, China's 
actions on the international stage can no longer be regarded, il they ever could 
be, purely in the ideological tenns ot liberating the down-trodden people ot 
the world from the metropolitan imperialists and tlicir bourgeois lackeys in 
Alrasia and Latin America. 

It IS futile lor national liberation movements in Baiigla Uesh or elsewhere 
to expect China to back them even at the price ui forgetting its own national 
security interests vii-a-ois the otlier two super powers. Taken in this context, 
the pro-lslainubad stance oi Peking in the fiangla Dcsfi crisis is i>erfcctJy under¬ 
standable. Podgorny’s letter to Yahya Khan urgmg him to seek a political, and 
nut a military, solution in East Bengal was probably seen lor what it was — 
a Russian attempt to control events in Baugla Desh and Pakistan before 
they got out oi hand and also to bolster Russian inilueuce ui New Delhi, all 
this with the tacit consent of the Americans, who seem to be quite iiappy smee 
Tashkent to let the Russians maintain ‘stability’ in tlic subcontiiieut i e, bolster 
the Centrist governments in New Delhi and Islamabad generally and caution 
them wlicn necessary. 

Sen.sing a convergence oi interests over Rangla Desh between Moscow, 
Washington and New Delhi, Peking has reacted liy backing Islamabad, though 
in ambiguous jargon. The encourugement of a potential social revolution in East 
Bengal takes second place to the prevention ot Russo-American collusion and 
control over both governments, Induin and Paki.stani. Yet we in India, con¬ 
tinue to think ol China in regional oi Asian terms, while the Chinese are taking 
a much wider world-view oi their interests. We have chosen to regard Cliinese 
statements about East Bengal as confirmation ol our illusion that China’s main 
strategic aim is the encirclement of India by fostering anti-Indian feeling m 
Islamabad, Colombo, Khatinandu and so on. Tliis might be a peripheral motive 
but it is by no means an important Chinese concern. If we do not realistically 
acknowledge the fact that China is looking much beyond India and even 
Asia, we shall continue to look towards the United States and the Soviet Union 
to ward ofl a menace’ which is not very menacing, as it is not too interested 
in India or the subcontinent. 

Following from this, our diplomatic offensive over Bangla Desh is totally 
misconceived, being geared towards further involving tlie US and the USSR in 
Bangla Desh, which will only result in drawing the Chinese more closely into 
the crisis. It will be disastrous for India and the rest of South Asia if the 
three super powers are further drawn into the cockpit of subcontinental politics. 
On the contrary, we should discourage Washington and Moscow from rnH";; a 
stand over Bangla Desh and deal with the situation firmly and independently. 
But then, those who rule in New Delhi are too tied to the apron-strings of the 
Soviet UnitMi and the United States to take such independent action. 



Cotton Textilea _ 

Co*l>Plus, Subsidy-Plus 

THOUGH it went unnoticed at the 
time, the threat was issued on All Fools 
Day by the Minister of Foreign Trade, 
L N Mishra, to raise the proportion of 
contridled varieties of cloth to total cloth 
output from 25 to 40 or even 50 i)er 
cent and the line for shortfalls from 6 
paise to 25 puise per metre. The sigui- 
hcaiice of the date of the threat became 
clear this week when the Goveniment 
acceptetl the mill industry’s proposal to 
retain the proportion of controlled vari- 
ties at 25 per cent, to subsidise the out¬ 
put of these varieties and to tap the 
subsidy rnuinly by jacking up prices of 
uncoil ti oiled varieties. 

In temis of the watered down foiniu- 
la, Rs 3.75 crores would Ik; raised by 
the mill indu.stry thioiigh a levy of Rs 
300 i)er bale on cotton iinpoits — not 
all cotton imports, which during the 
current cotton year aninunted to 11 lakh 
bales, but only on the 1.25 lakh bales 
that leinain to be allocated. The assump¬ 
tion is that imported cotton goes into 
till! production of the costlier varieties of 
textiles. Thi' mill industry, in addition, 
would collect Rs 75 lakhs by imposing a 
levy of 15 paise, 12 paise and 6 paise 
per inelie on suiierlinc, fine and highi;r 
mediuui vaiii'ties. The Govenmient in 
tiini would pay Rs 75 lakhs from the 
penalties it has collected so fai- from 
mills lor non-cuiiipliaiicc with the 25 
per <fnt ratio. 

I'he intention is to utilise the Rs 5.25 
Cl oil's thus collected for subsidising 100 
million metres of cloth during the three 
inonth.s ending July. On an aiiiiiial 
basis this would involve payment ol Rs 
21 cioies for 400 million sipiare metres 
out ol a total of over 4,000 million 
metres. From this it should be clear that 
what IS visualised is the jiroduction of 
10 per cent ol total output in the con¬ 
trolled category — not 25 per cent. In- 
ciilentally, the subsidy woiks out to just 
uvi'i 50 pai.si' against a minimum lo.ss of 
75 paise pci metie which the mill in¬ 
dustry had claimed it would incur in 
piodiiciiig controlled varieties of cloth 
when the Foreign Trade Minister made 
his April Cist anuouiiccment. 

If the loss of 75 paise per metre is 
aii.N'SS’here ncai the actual loss that mills 
incur, then who precisely is to bear the 
balanci' ol loss of 25 paise per metre? 
ObviousU, those who produce the con¬ 
trolled varieties. Who prei iscly are thes ? 
Heri' one comes across a blank, foi the 
latest Press reports indicate that the Tex¬ 
tile Commissioner is to invite tenders 
from mills wanting to produce control¬ 
led varieties of cloth — at a loss I Well, 
it is just possible that the loss'on con¬ 
trolled cloth was exaggerated to the 


Press by the mitt Industry. Even «», 
the fact remains that the sophisticated 
mills of Bombay, Ahmedabad and the 
.south, which have taken advantage of 
the liberal development rebate and easy 
loans from the financial institutions to 
modernise their mills, have the option 
not to produce the controlled varieties of 
cloth at all. They have to pay a fine, 
but a tokmi one. 

In sum, the .system of compelling the 
consumer to buy costlier varieties of 
cloth by perpetuating the shortage of 
cheaper varieties — the supply of which 
mills arc deliberately choking with the 
co-operation of Government — is being 
continued. True, the latest arrangements 
arc valid for the quarter ending July. 
The Bureau of Industrial Costs, which is 
examining the cost structure of the in¬ 
dustry', is expected to report by then. In 
other word.s, by putting off the issue of 
availability of cheap cloth to July-Au- 
gii.st, the Budget this month has lieen 
denied the option to change the levies 
on the mill industry. 

Kerala 

CPI's Fate in the Balance 


THE abject picas of Achuta Mcnon, the 
GPI duel Minister of Kerala, to the 
Coiigiess party in the State to join his 
Mmistiy have availed him nothing. The 
joint iiiectiiig of the KPCC and the Con- 
gre.ss legislature party on April 24 de- 
ciiled against the party joining the Gov- 
ermnent. Tlu- joint meeting had to he 
ealU-d as a majority in the legislature 
parly was in favour of accejiting the 
Chid Ministia's invitation whereas the 
KPCC, whicli is dominated by what has 
been called the party’s youth wing, was 
opposed to it. Clearly, the views of the 
latter have prevailed despite Achuta 
Menon’s pleadings with the Prime Min- 
istci hcisclf in Delhi. 

’I'lic iiui'stion ol the Congress joining 
the Kciala Government assumes impoit- 
aiicc hccuiisc the difierciiecs on this issue 
rciwscnt two opposite viewpoints witliin 
the pally on the party’s iKslitical line in 
the State. The leader of the legislatuic 
pally. K Kariiuakaran, takes the view that 
taced with a well organised CPI(M) the 
(,'ongress has perforce to sustain and he 
pait oi a broad-based coalition such a.s 
that represented by the Achuta Menon 
Govemiiient. On the other hand, the 
KP(’C Icadeis maintain that the Con- 
gicss can take on the CPI(M) single- 
handed and that in this kind of a direct 
confrontation the supporters of the nu¬ 
merous small parties, including the CPI, 
will mo.stly back the Congress. The re¬ 
sults ot the recent Lok Sahha and As¬ 
sembly elections in West Bengal, in 
which the Congress fought the CPI(M) 
on its own and parties other than these 
two were almost decimated, are held up 


as evidence tbe coiieetaeat of 
approach. In Kerala such a dear pola-' ^ 
risation may not immediately code'* 
aliout since the Muslim League and, so 
long as It remains a separate party, the 
Kerala Congress are likely to retain 
some pockets of support. But, basical¬ 
ly, the fight in Kerala, as in West Ben¬ 
gal, is between the Congress and the 
CPRM). In this fight alliances with the 
CPI and the numerous other minor par¬ 
ties add,s nothing to Congress strength 
and merely helps to keep these imrtics 
alive. So runs the KPCC argument. 

Of course, the.se political arguments 
huttrc.sscd liy the factional power strug¬ 
gle within the Congress party in Kerala. 

II the party had joined the ministry the 
legislature party faction would have 
gained enomioii.sly and, through their 
control ot important government depart¬ 
ments, its leaders would have been 
able to strengthen their po.sition within 
the party. On the other hand, the 
group now in control of the KPCC esta- 
hlisheil its ascendancy in the party after 
the last Assembly ek'etions. It did not, 
therefore, play as important a part in 
those elections as it did in the recent 
Lok Sahha elections in which at Icas't 
iour of tfie six party candidates elected 
weie ils nominees. The group’s calcu¬ 
lation is plainly that it will ho able to 
play a di-cisive lole in a Iresh election 
to the Assembly held in the next few 
months. For jjreeisely the same rcusim 
the legislaliii'e party leadias would like 
to exteiul the life ol thi' present Assem¬ 
bly as much as possible. Henc'c their 
entluisiastic supporl for the Achuta Me¬ 
non Covi’rnment. 

The outcome ol the elections to the 
Lok Sahha, which demonstrated that 
almost nowhere in tlu; country had the 
Congress anything to gain from the sup¬ 
port ol lh<‘ CIT or any other party, has 
definitely tilled the scale's in favour of 
the KPCC leaders. But what presumably 
clinehed the issue at tlie joirl meeting 
of the KI’CC and the legislature party 
was the leeeut no-conJidence motion 
against the Government. While the 
(uivcinnicnt survived the CPI(M)-moved 
motion by a comfortable margin of votes, 
its popular image was badly sullied by 
the discussion on the reports of two in¬ 
vestigations by senior IAS officials into 
specific charges of corruption. The char¬ 
ges, fully pioved by the investigations, 
relatc-tl. in one case to tlie appointment 
of relations of the Chief Minister and 
some other Ministers to jobs in the Gov¬ 
ernment-owned Travancorc-Cochin Che¬ 
micals and, in the other case, to the ac- 
(piisition of 1,000 acres of a rubber es¬ 
tate for a proposed agricultural univer¬ 
sity in Trichur at a grossly inflated price 
allegedly in consideration of a large do¬ 
nation to the CPI. The Assembly de¬ 
bate on the two reports has been used 



✓by Ae KPCX to »«««<» tl>« to»8e irf 
Hhe Congress will be tarnished if it now 
joins the Government. 

Since behind the differences on the 
question of the Congress joining the 
Government are diametrically opposite 
positions on the party’s political strategy 
and a struggle for power within the 
party, nothing has been really settled by 
the supposedly ‘unanimous’ resolution of 
the joint meeting of Ae KPCC and the 
legislature party. ’The KPCC leaders will 
push ahead with their efforts to discre¬ 
dit the Government and work for fresh 
elections to the Assembly. They have 
simultaneously declared their resolve to 
carry on an inner-party struggle against 
‘reactionaries and power-mongers’. Not 
only the Achuta Menon Government’s 
but the CPI’s future depends on the out¬ 
come of this Congress faction fight. If 
the KPCC wing prevails and there is an 
election to the Assembly in 1972 or, as 
IS very probable, even earlier, the CPI 
will be crushed between the Congress 
and the CPl(M). The CPI{M) has start¬ 
ed getting ready to exploit Ais possibili¬ 
ty. Thus the CPI(M) leaders’ recent 
ismcdiatory overtures to the CPI arc 
leally directed at the CPI’s rank and 
fiU' whom the CPI(M) would want to at¬ 
tract to itself in the event of Ac, CPI s 
political collapse. 

East Bengal _ 

The Indian War Effort 

EAST BENGAL s struggle for freedom 
is no longer being fought in its paddy 
fields and marshlands but in the chan¬ 
ceries of India and Pakistan in Islama¬ 
bad and Dacca and New Delhi and 
Calcutta. Or so it would seem. So oc¬ 
cupied has the Govenimcnt of India 
become with the diplomatic war on 
Pakistan that the life and death strug- 
gl.' of the people of East Bengal ap¬ 
pears as alitjost a side-show. The real 
thing is to put the I’akislani Foreign 
Office in its place; to register two pro¬ 
tests foi every out' of its; to show that 
it can hope to get away with no das¬ 
tardly scheme to deprive our diploma¬ 
tic personnel of their diplomatic privi¬ 
leges. Verily, Ac draftsmen in the Ex¬ 
ternal Affairs Ministry have taken ovt'r 
from the EPR, Ac Ansars and the M>i- 
jahids. 

This is the kind of fight that we re¬ 
lish. We do not have to worry that 
at some stage the fight might he taken 
over by pro-Chinese guerillas or that 
our arms might fall into the hands of 
undesirjide elements or that slowly the 
whole of eastern India might become 
the scene of a Vietnam-type war or 
that this Super Power or Aat might not 
approve of what we are up to. How 
much we are impressed by our diplo- 


niatic war can be seen frwn the way 
our news meAa are lapping it all up 
Every pointless note couched in stereo¬ 
typed Foreign Ministry officialise, 
every inane statement of Government 
spokesmen, every trivial happraing to 
one of our representatives in Islamabad 
or Dacca is splashed on the front pages 
of newspapers. And why not? Did not 
Ae two' Houses of Parliament declare 
on Imhalf of Ae whole country that we 
“cannot remain indifferent to the maca¬ 
bre tragedy being enacted so close to 
our border" and assure the people ol 
East Bengal Aat “Aeir struggle wdl re¬ 
ceive Ae wholehearted sympatoV 
support of the people of InAa ? 


There are other fronts on which we 
■e fighting East Bengal’s war. There is 
le jute front, for instance. How can 

e make a quick buck out of Aece^a- 

on of jute exports by Pakistan? TA 
.bject was keenly debated at a high- 
conference, in Ae Capital the other 
av Then Acre is Ae refugee front 
low tan Ae flow of refugees he slowed 
own? Should Ac border be sealed m 
ertain areas? And who is to feed the 
[■fucees — Ac Outre or Ae Govem- 
lents of Ac eom'crned States? And 
Aat about the influx of Bengab-s^ak- 
ig East Pakistanis into Assam? Should 
Ids not be treated on par wi A the m- 
Itration’ from across the borders which 
>as always so exercised successive gov- 
rnments in Assam? 

Surely, with so luucli on our plate wc 
aimot he blamed if we no longer have 
nuch time to spare lor what Ac lar- 
iaincnt had termed "the historic upsurge 


gal"? 


Tamil Nadu 
Th* Famlilar Gap^ 

SOME State governments are always 
i,nicker than others at identifying their 
travails and playing Actn up approp¬ 
riately. Prondiiciit in this category is the 
Government of Tamil Nadu. ’Then 
latest (publicised) difficulty lies in the 
■grei'n revolution’ area. According to a 


Press report, the agricultural |dan of fhe 
State for Ae current year is in danger 
of failure. ’The reason is familiar — a 
.shortage of fund. ’The total requirement 
of the State’s farm programme is place- 
ed at Rs ISO crores. After taking into 
account credit from instiAtional sour¬ 
ces and even from moneylenders. Acre 
is an estimated ‘credit gap' of Rs 37 
crores. This, according to Tamil Nadu 
officials, has to Ire filled either by com¬ 
mercial banks or by Ae Central Gov¬ 
ernment. 

Ever since the Gadgil Report sanctifi¬ 
ed it with undue emphasis, Ae concept 
ol the ’credit gap’ has been much ban¬ 
died aliout. What is frequently forgot¬ 
ten is Aat Acre hardly exists an area 
in a scarcity economy such as ours 
where a ‘credit gap’ docs not exist or 
cannot be identified or even roughly 
(|uantified. In launching on specific pro¬ 
grammes, it is siu-ely more important 
to consider what is feasible, rather Aan 
base action on near-miraculous fulfil¬ 
ment of extravagant expectations. 

Since the nationalisation of the majoi 
commercial banks, banks have come to 
he viewed as a limitless source of 
hinds for all ‘productive’ ends. In achi- 
alitv, hank credit is a .scarce resource; 
and while its present distribution does 
not perhaps follow any principle of 
optimisation of economic or social 
hcnefit. further distortion of Ae pattern 
ol regional distribution of creAt in fa¬ 
vour of the more affluent States will 
have adverse political overtones. The 
Tamil Nadu authorities arc definitely In 
for a disappointment if they expect the 
commercial banks to step in and fill 
Ihi'ir farm programme’s ‘credit gap’. 
For Tamil Nadu is one of Ac few 
•States with a credit-deposit ratio ex¬ 
ceeding 100, indicating that Ae credit 
C.xtemlcd in the Stale exceeds the depo¬ 
sits collected in it. Also in the direct 
finance extended to farmers, the State 
comes second, next only to Maharashtra. 
A lew months ago, the amount stood 
at Rs 30 crores. 

And there is yet anoAer interesting 
sidelight on the banking siAation in 
the .State — one which could usefully be 
examined in depth by the Government 
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or bankers in the region. The pace of 
deposit accretion in Tamil Nadu, par¬ 
ticularly In the Thanjavur 'rice bowl’, 
is reported to be far from heartening. 

BUSINESS 


Living with 

THE pharmaceutical industry has quiet¬ 
ly fallen in line with the changed atti¬ 
tudes of the private ’sector towards the 
Government, so clearly evident at the 
recent annual meeting of the FICCI. 
Gone are the abrasiveness and the belli¬ 
gerence which marked the industry’s 
postures during the Tariff Commission 
inquiry into the costs and prices of 
selected dnigs and, even later, at the 
time of the imposition of price control 
by the Government last year. Instead the 
toiMi of the speech of the new president 
of the OPPI, which speaks for the 
large manufacturers, especially the 
foreign-domiiiated ones, at the OPPTs 
annual general meeting last month was 
noticeably eonciliatorv'. Wliile there was 
the expected reference to the “disrup¬ 
tion” of industry and trade caused by 
the Price Control Order, the main con¬ 
cern was obviously to stave off a fur¬ 
ther investigation of the costs of another 
25 bulk drugs and possible Government 
action on the rt^port of the Study Group 
on the Small-.Scale Sector (see “Small vs 
Big Not the Issue”, February 6, p 408). 

The change of tone has no doubt as 
much to do with a realistic acceptance 
of the fact that the industry has per¬ 
force to live with price control as with 
a recognition, which had apparently 
escaped it in its first panic at seeing its 
cosy world of high pric<‘S, small turn¬ 
over and ('nonnous unit profits so rudely 
disturbed, that price control is not such 
an impossible thing to live with after 
all. So u.sed had the industry got to 
operating on relatively small turnovers 
that the increase in demand that has fol¬ 
lowed priie reihiction in the case of a 
nimiber of products has taken even tho 
inujor units by surirrisi'. lire forced cut 
in unit luaigius has also spurred a new 
uwai'eness ol the possibilities of main¬ 
taining oi- even raising profit levels 
tlu'ough huger turnovers. Henee the new¬ 
found concern lor e\p.iriston of capacity 
and the complaints voiced by the OPPf 
president against the ambiguities of itt- 
dustrial licensing policy. 

Here the industry is On sound gruutrd. 
In.sofar us licensing is bidding up ex¬ 
pansion of capacity for production of 
essential drugs, the Govemmeot is actu- 


Of course, the aiithorlMes could argue 
that this is only because adequate cre¬ 
dit has not been pumped in. But 
there should be som?. deeper reasons. 


Price Control 

ally defeating the. whole purpose of drug 
price control which is to make available 
larger qrrantities of essential drugs at 
lower prices. In fact, the supply of a 
number of drugs has not kept pace with 
the increase in demand as a consequence 
of reduction in their prices. Inevitably 
the.se drugs have gone off tlie 'open' 
market and can be had, if at all, only at 
premiums over tlie controlled prices. 

The OPPI president also complains 
against the canalisation of a major part 
ot the imports of the pharmaceutical 
industry tluough the STC. According to 
him, “priws of raw materials have risen 
chiefly as a result of the introduction of 
the Pool Pricing Scheme . . . ”. This 
may be true, but there Is no escape from 
it in a situab'on (which exists in a num¬ 
ber of other industries as well) where 
the same raw material is indigenously 
produced and also imported and the 
price of the indigenous material Ls 
higher than that of the imported mate¬ 
rial. Some sort of pooling arrangement 
with an averaging of prices thus becomes 
unavoidable. The OPPI president’s solu¬ 
tion of reverting to the system of giving 
import licences to actual users makes no 
sense unless he is implying that inanu- 
faetiircis should not be obliged to use 
bighcr-piieed indigenous raw materials. 
In which ease what happens t« his 
claims about the industry’s record in im¬ 
port substitution—that imports as a 
propt)rtion of output had come down 
froi'n 1.3 per cent to 8 per cent over the 
last eight years ? This, one may 1 m: 
sure, would not have been achieved but 
ioi oificini compulsion, for relaxing 
which there is no case at all. 

For all its claims of import substitu¬ 
tion and export promotion, the pharma¬ 
ceutical industry remains a net importer, 
its imiMirts being about Rs 19 crores 
annually and exports Rs 7 crores. The 
Ol’PI president criticises the Govern- 
im-ut's stipulation that companies must 
export a minimum of 5 per cent of their 
production of selected pharmaceutical 
items or suffer a 20 per cent cut in 
their imports of raw materials. Two 
|M)ints need to be noted in this context. 
First, it is not clear how rigorously the 
export stipulation is mforeed, since 


taking tlie industiy as a whole expeats 
come to less than 3 per cent of output. 
Second, whatever die merits of compul¬ 
sion as a general Instrument of export 
promotion, there is a good case for ap- 
plying it to the pharmaceutical indus¬ 
try. That is the only way the interna¬ 
tional pharmaceutical companies can be 
persuaded to allocate a part of iheic 
export markets to their Indian subsidia¬ 
ries and affiliates. Where the present 
formula needs to be modified is in ex¬ 
tending its application to the total out¬ 
put of a company instead of only to 
the pharmaceutical component of it. 
Most pharmaceutical companies have 
non-pharmaceutical lines of production 
(e g, cosmetics). It is illogical that this 
socially less Important part of their 
activity, which has in many cases ex¬ 
panded faster than their output of 
medicine.s, should escape the net of 
compulsory export. Simultaneously, 
there need be no compulsion to export 
pharmaceutical products so long as the 
export commitment on total output is 
met. Obviously, there is no particular 
merit in compelling export of essential 
clings in preference to that of items like 
cosmetics. 

Exports 

Lost and Found 

THE Minister of State for Foreign 
Trade, L N Misbra, is one of those 
strongly tipped for a place in the Cabi¬ 
net. ’ So with the impending announce¬ 
ment of Cabinet changes, it is not diffi¬ 
cult to see why he decided to call a 
pre.s.s conference to let the country know 
that the giowtii of exports in 1970-71, 
at 8.,5 per cent, had exceeded the Fourth 
Plan’s annual target of 7 per c«‘nt. In 
li)69-70, the first yc^ar of the Plan, ex¬ 
ports had increased by ju.st 4 iler cent 
and .so, even with the impressive per¬ 
formance last year, the growth <>f ex¬ 
ports in the first two years of tlie Plan 
was lower than tlie Plan target. How¬ 
ever, if ill the remaining three years of 
the Plan exports continue to inca'case by 
as much as they did in 1970-71, Rs 113 
crores, tlie cmintiy' would be within 
sinking range of the Fourth Plan’s ex¬ 
port target of Rs 1,900 crores in 1973- 
74. 

The Foreign Trade Minister’s estimate 
ot e.vports in 1970-71 is Rs 1,530 crores 
compared to Rs 1,413 crores in 1969-70. 
He arrives at this estimate after revising 
the figures of exports in August^ Septem¬ 
ber and October 1970. The revisions 
arc substantial; of the rise of Rs 113 
crores in exports in 1970-71, the revi- 
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sioDS account for Rs SS crores. What 
has_ not been disdosed is die basis of 
these revisions. Foreign Trade Ministry 
sources have suggested lhat the revisions 
were necessitated by “delayed" returns 
from the Customs authorities. But there 
have also been reports of a change in 
the system of reporting trade statistics 
based on provisional shipping bills cor¬ 
rected for short and shut-out shipments 
whereas the old system wa.s based on 
finally passed-out shipping bills. This 
change obviously makes the month-to- 
month figures non-comparahle with 
those of the previous year. Whether the 
figure for 1970-71 as a whole is compar¬ 
able to that of the earlier years needs to 
lie clarified. 

The aimparability of the figures apart, 
some aspects of our export performance 
in 1970-71 need to be noticed. First, it 
is clear that the inflationary situation 
prevailing in most countries has made a 
substantial contribution to our higher ex¬ 
port earnings. It would be interesting 
to see how much of the higher exports 
are on account of higher unit prices and 
how much on account of increa,se in the 
(|uuntities exported. To the extent the 
higher foreign exchange earnings arc the 
result of inflationary conditions abroad, 
the gains from exports may be balanced 
by the losses on account of higher prices 
oi imports. 

Second, exports of iron ore have evi¬ 
dently made a large contribution to the 
higher exports in 1970-71. In the first 
seven months of the year export earn¬ 
ings Irom iron ore were Rs 15 crores, 
or 20 per cent, more, than in the corres¬ 
ponding period of 1969-70. Seen in the 
context of the current steel shortage and 
growing imports of .steel, it would ap¬ 
pear that we are exporting low value 
added or<' and importing high value 
added* steel. That apart, we are not 
maximising export earnings from even 
iron ore through beneficiation and pelle¬ 
tisation of the ore. 

This is part of a larger point about 
our export effort. In the quest for push¬ 
ing up exports of ‘non-tiaditionar com¬ 
modities, the export effort has been dis¬ 
persed over a wide range of items with 
a multiplicity of incentives and subsidies 
devi.sed more or less ad hoc to meet the 
requirements of each export item. In 
the process, the cost aspect of the cx- 
IX)rt effort has become thoroughly 
clouded. The situation is not very diffe¬ 
rent from that in respect of import-sub¬ 
stitution where, again, the effort has 
been undiscriminating and oblivious of 
cost-benefit considerations. It will be re¬ 
called how subsequent studies had re¬ 
vealed that the pre-devaluation scheme 


of import incentives for exports were so 
framed that exports of many commodi¬ 
ties yielded negligible net earnings of 
foreign exchange. The reconstituted 
Planning Commission, when it gets down 
to work, might usefully undertake a de¬ 
tailed investigation of the plethora of 
export incentives and subsidies that have 
accumulated over the years with a view 
to rationalising our export promotion 
effort. 

Air-India 

Time for Reconsideration 


THE task of selecting a suitable aircraft 
for expanding its fleet was not an easy 
one for Air-Iiidia when the Boeing 747 
introduced an entirely new dimension to 
air transport. Capable of seating .300 
to 400 passengeis under e.xceptionally 
spacious and comfortable conditions and 
with an enormous capacity for caigo, 
the Boeing 747 was expected to yield an 
apprecialde reduction in fare levels due 
to its low aist of operation per seat- 
mile. This, primarily, was what prompt¬ 
ed Air-India to place its orders for the 
Boeing 747s to gradually replace its 
present fleet of Boeing 707s. At that 
time the American SST and the Anglo- 
French Concordi' weie envisaged as the 
supersonic pas.scnger planes of the late 
1970s or eaily 19H0s, and acquisition of 
Boeing 747s by Air-India was thought of 
as the first step in the eventual transition 
to the age of S.STs and Concordes. 

Now that the SST is out of the picture 
and the future of the. Concorde is very 
much unceitain. the Boeing 747s (or 
their mini vcr.sion) have, it appears, come 
to stay in the airline industry for some 
time. All, liowever, is not well with the 
747s; and Pan Am, 'IWA and BOAC 
have been having diiliciilties both in 
operating the 747s as also in finding pas¬ 
sengers to fill them. For Air-India, 
which has geaicrally operated satisfac¬ 
torily and piofitably (with load factors 
of nearly 50 per cent), the acquisition 
of the Jumbos poses the problem of in¬ 
creasing its fleet utilisation. To start 
with, the introeiiichon of the 747s on the 
profitable 'blue ribbon’ route (India-UK- 
USA) has t-'Orne up against difficulties 
v/ith the UK Government. BOAC is ap¬ 
parently behind the UK Government 
which has still to clear Air-India’s 747s 
for transatlantic flights. Under the bi¬ 
lateral agreement between the Indian 
and the British Governments (which 
doesn’t specifically mention the type of 
aircraft to be operated), Air-India does 
not have to seek the clearance of UK to 
operate 747s from London. But what 


BOAC is attempting is a little arm- 
twisting to extract some indirect form of 
pooling arrangements from Air-India. 
Reports suggest that BOAC, whose los¬ 
ses have been mounting, is pressing for 
a 40 per cent cut for itself on tariff.s 
from 747 operations by Air-India but 
only on that volume of Air-India’s pas¬ 
senger earnings which are from passeng¬ 
ers in excess of tlui capacity of Air- 
India’s present 707s. The 707s carry 
about 150 petiple and, if BOAC has its 
way, Air-India would have to shell out 
-10 per rent iil the fare paid by passeng¬ 
ers in excess of this number. Techni- 
eally, Air-India ean refu.se to oblige; at 
worst this might jeopardise its landing 
rights in the UK. But it remains to be 
seen who would eome out worse in such 
a tussle, since. Air-India operates only 
20 flights a week in the British territories 
as against an average ot .30 flights Iiy 
BOAC in India. 

Air-India has not gained particulatly 
from its pool anangements with BOAC 
and Oantas in the Eastern Sector. Con¬ 
sidering the unsatisfactory state of most 
of the ail lines (forecasts of increased 
passenger tralfie having failed to mate¬ 
rialise), the future oi the airline industry 
apjteais moic tlt.ln a little uncertain. 
Given this background Air-India will 
have to look mttre closely at the high 
dcn.sity traffic routes as also at the dis¬ 
tribution oi its fleet between the high 
tlensity and low density routes (west¬ 
wards and eastwards). Also, it is time 
Air-India took up with tlie Government 
its ease lor being allowed to operate on 
the domestii- loutes on a regular basis as 
against the present ad hoc arrangement 
of mopping lip tile spillover from I.AC. 
Coiisidei iiig the high volume of traffic in 
thr- domestic sectoi, the Government 
.siiould eoiisidei allowing Air-India's 
Jumbos on tile main trunk routes. The 
will help the airline to achieve better 
utilisation ot its fleet and also help it to 
meet at least a part of its rupee costs. 
In the long run, if Air-India is not to 
leinain a small carrier, serious attention 
will have to he given to merging I AC 
with Air India. 

Automotive Tyres 

New Licensing Policy Needed 


A Correspondent writes: 

IT has been officially estim.ated by the 
Government that the demand for auto¬ 
motive tyres will be 7.5 million in 1973- 
74. The total licensed capacity of the 
automotive tyre industry today is 5.2 
million: in addition. Government issued 
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cltic-e lielow their lieensed capacity! The 
basis (if calculating market share of a 
company, accorditig to the Act, is actual 
proihiction as a percentage ol an indus¬ 
try’s total production and not licensed 
capacity. 

It is common knowledge that unpre- 
flictalile factors like strikes and labour 
piohicins, shortage of electricity and raw 
materials can reduce the jiroduction of 
a company icsulting in a lower market 

LETTER TO EDITOR 


Beyond the 


share, thereby, pushing up the market 
share of other manufacturers to above 
their .share of licensed capacity. Surely, 
a more pragmatic and realistic redefini¬ 
tion of dominant undertakings is indi¬ 
cated. Otherwise, an eCBcient undertak¬ 
ing which is able and willing to expand 
may not be allowed to because its mar¬ 
ket share is artificially high due to loss 
of production in other tnaniifactiiring 
units of the industry. 


Panegyrics 


a Letter ot Intent to a new manufactur¬ 
ing unit in 1909. Thus, it can be said 
that on paper the total licensed capacity 
is 5.6 million; some of this, however, 
will not be available until 1974-75. 

Sinc'C the automotive tyre industry lias 
never produced .it more than 90 pi-r cent 
ol its capacity, it is safe to assume that 
ill 1974-75, a production ol only about 
5 million can be exiv'cted, leaving a 
.shortfall oi 2.5 iiiilliori tyies. In order 
to make up this deficit, the f aivcrmiicnl 
has rcLS-iitly issued Lctti-rs of Intent to 
s-iglit iievs inaniilaetnring units lor a to¬ 
tal ol 2.4 million fyies. Past experience 
imlicatcs that a new inanniactuici l.ikes 
many vcais to comiilctc negotiations loi 
loieigii (.ollalioration (no indigenous 
knosvhow is available in India outside 
the 7 cxistiiig automotive tyie maiiiilac- 
tiiiiiig mills Diinloi), Cloodvear, Fiie- 
stoiie. (’eat. Iiicliek. Manslield and Pre- 
imer), and also to hnild ii]) the iiiami- 
lactiiniig 'iiili.isliMctuu;’ and technical 
knowledge lo make tyies, this is uiidei- 
slandahle heeaiise modern fyie nianu- 
i.ictniiiig IS highly teelmologv-orieiited. 
(Ill the othei hand, an ('.xistiiig mamifac- 
tiiiei e.m iiiijilenHiit extia capacity with¬ 
in two \e.lis. 

'I'Ins nndeilines the need ioi a real¬ 
istic Coveimiienf polny lo make sine 
th.il tile eoontiy is not slioit ol tyres m 
llie next li'w seals, esiiecially in view 
ol Itie impoitanee ol tins xiiodiiet to 
load tians|«iit, whieh is essential Inr the 
1 eonoins ol the loiintiv. Thi' aiilomo- 
live Isle indiistis must .ilso i-oninme lo 
am valnalile loieign exeliaiige lor tfic 
I'onniis by ineieasing e.xpoils. 'I'be in- 
diistis’s expoits base iiieieased liiun Hs 
•'>!) lakhs III l!Ki2-f>'i lo Us .1.46 cioies in 
11)70. ,\s Snell, ('.overninent must ni- 

gentls' iiinsiili'i issuing licenses to e,x- 
islmg tvie maimlaetuieis also lo insiire 
that the eonntry’s leiiiinement ol tyres 
ioi the (lonii'slie and esjiiiit niaikets aie 
hills iiiel. 

(iiiseininenf also ni ecis to lesolve the 
anomaiv tlial ixisls m legaid to the de- 
limlion ol a domni.int iiiKieitakmg iiiniei 
die Moiio|io)ii'.s iiiid Uestiiclive Triule 
I'laetues \i I Ion esaniple. Duiiloj) 
liuli.i ii.icl onls 2H pel eeiil ol the total 
lieensed < .ip.n ils ol tin .nitomolive tyie 
indii.stiv 111 1070 sshieh does not jiiake 
this company .i doiiiiii.iiil iiiideitakmg. 
Uiit because Onnlop's .sli.ne ol the auto¬ 
motive tyre iiidiistiv's tol.il piodiietioii 
111 1970 ssas about 66 jiii i-nt. the eom- 
p.nis can lie (xiiixideied a dominant iin- 
deitaking. Therefore, a company sshieh 
is eliieieni and proilutxi.s to its lull licens¬ 
ed eftpaeity can he termed a doniiiniul 
iiikIci taking acc'oiding to the Act, il 
oliiei manufacturers of the industry pro- 


TIIE iinfiuestimied erudition of Marx¬ 
ists the woild over will no doubt en¬ 
sure that the centenary of the Pari,s 
Commune of 1871 will be observed 
with the same iaiilare as tlie leceiit an- 
niversaiies connected with Lenin or 
Manx’s wilting ol ‘Capital’. Not that 
the event does not deserve to lx' so 
hoMouri'd. Indeed it does. Hoss'ever 
shortlived, it svas the world’s first so¬ 
cialist levoliition. ft is, however, very 
likely that in the paeans of praise for 
the noble intentions and actions of the 
‘Communalds'. certain aspects of the 
Cimmnme may be given, perhaps deli- 
berati'ly, lathei less attention than they 
ileserve. As it happens, those asyiects 
should be ol some topical interest to 
those who claim lo he- seriously engag¬ 
ed III changing the socio-eennomie sys¬ 
tems m the eoinilries oi the so-called 
third woild fioin a Mar.xist or .socialist 
standpoint. 

I'iisl, the liasic impulse ol the 
woild’s fiist socialist levohition was the 
not mihomgeois sentiment of patriot¬ 
ism II was ifie m.iss reaction to the 
1’reiuh goveinmeiil’s failure to effecti¬ 
vely jiroseeute llie Fianeo-I’iiissian war 
Icxailmg to an aimislico on what was 
eoiisideied to be hiiniiliatiiig tenns. 
(ionteinpoiary parallels to tins situa¬ 
tion aie only ton many. Appeals to 
|)atnotism aie not only the hist resort 
ol the seonndiel, they are among the 
most used s|o(.k-in-trade of Leftist ac¬ 
tivists ol all sh.ieles. .\nd rightly per¬ 
haps, 'I'o take erne example which cximes 
leadilx to mmd With the simple, all- 
enihr.ieing dem.uid lor autonomy for 
I'lasI I\ikisl,in, it did not take Sheikh 
Mii|il>in H,ihmaii any time to swamp 
the ideologicalh-oricnted efforts of 
Manlaiia Uhushani to organise East 
I’.ikisI all’s peas.nits against aii oppres¬ 
sive socio-economic system. The poor 
in large iiumhers have respondetl to 


Mujib’s call by laying down their lives 
(or an objective which when achieved 
on Mujih’s terms should bring the 
maximum Iienefits to the educated mid¬ 
dle classes. In the promised land of 
Miijih if there is any place for, .say, 
radical land ri'form, it has never hc-n 
made explicit. And yet the landless 
ix-asants, the poorest among the poor, 
have made the Sheikh’s cause their own. 

Setxinil, il is worthwhile lecalling 
that the eventual siippre.ssion of the 
Paris Commune was carried out not by 
monarchists or agents of an ancien 
TBRime lint by people who in today’:' 
parlaiKxi would be described .as lih<‘- 
rals and centrists. It was they who 
lined up thon.sand.s upon thousands of 
the Communards against the "Fedcia- 
te.s’ Wall” in Paris and had them shot. 
Compari,sons must be necessarily of li¬ 
mited validity when they are stretched 
over a hundred years. But the observ¬ 
ance of the centenary ot the Paris Coni- 
mime will have been little more than a 
ritual if it does not provoke some think¬ 
ing about the role of the so-eaIlc*(l ‘na¬ 
tional’ bourgeoisie in the cxinditions of 
present-day economically underdevelop¬ 
ed societies. The massacre of Indone¬ 
sian communists wa.s held up by most 
of the world’s communist parties as the 
outcome ot Left ‘adventurism’. But it 
was as much a bloody and massive de¬ 
feat for the strategy of working for so¬ 
cialist revolution through broad-based 
national fronts. Communists w'lio seek 
to conceal their failure to organise 
workers and peasants behind such a 
■Strategy did not understandably see-the 
Indonesion disaster in that light. They 
may lx; expected to take a similar atti¬ 
tude in their panegyrics on the Paris 
Commune. 

R Ramaciianoran 

Hoinbay 
April 5 
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A ^Routine Transfer’ 

Romesh Thapar 


THE other day, even as C Subramaniam 
prepared to enter the Union Cabinet as 
Planning Minister, and a leading Soviet 
commentator wrote a significant and 
highly publicised article on India’s new 
role in South Asia, we were suddenly 
diverted by a local scandal. It was a 
minor affair in terms of national ques¬ 
tions but it threw a flood of light on the 
unhealthy practices which have a ten- 
d<!ncy to take root. I refer to the sum¬ 
mary removal from office, three months 
before the expiry of his Icnn, of Srichand 
Chhubra. dynamic President of the New 
Delhi Municipal Committee, who has be¬ 
come almost a national figme because of 
his outstanding contribution to the 
cleaning up at)d beautification of the 
Capital. 

The story is too familiar to repeat. It 
has sparked angry editorials, incisive 
c.irloons. considerable news footage and, 
what's moic, cxiiosurcs of the way power 
can be manipulated and utilised for tem¬ 
porary iiolitical gains. Th<! whole town 
i.‘ shocked by his ‘dismissal’. Tlie ffiyg- 
fsis which were demolished were 
brand new. 'I’he invasion of .squatters 
was organised hy politicians and experi¬ 
enced racketeers, the Ic inner with their 
eye on th<! local elections, and the latter 
to make some quick money from the 
sipiatters assuring them that everything 
could be fixed with the Prime Minister 
‘through Sanju)’. It has been known for 


some time that the PM’s son, having 
been inducted into the Delhi political 
scene, is being used as a spokesman by 
all manner of persons who, it is alleged, 
are professional violaters of municipal 
laws and regulations. 

The decision to demolish new jhuggU 
was taken at a meeting presided over by 
Lt Governor A N Jha and action was 
taken in consultation with the Minister 
for Works and Housing, I K Gujral. Why 
then was Srichand Chhabra singled out 
for attack? Because, as even his closest 
iriends know, he cannot be manipulated. 
Nor (;aii he be deflected from the task 
given him to do. He wa.s only carrying 
out the briel given to him because no 
jhuggi can be destroyed without the Lt 
Governor’s oidcrs — and these need 
elcaranw in tlu- Capital from the. Min¬ 
istry of Works and Housing. Action was 
taken only after it was considered that 
this sudden 'invasion’ of new jhuggi-i 
could reach alarming proportions, and 
that any postiioiicment on the ‘elections 
are due’ plea would be fatal. 

It is unfortunate tliat policies fur hous¬ 
ing the mass of the ixiople. can be sub- 
vcited by jhuggi-ihompH politics design¬ 
ed to register quick iiolitical gains, that 
sinister lobbies can operate for their per¬ 
sonal, selfish interests. What is vitally 
needed is a massive exercise to house 
people in a planned way, and in u civi¬ 
lised way. This has been totally ignor¬ 


ed. The ugly shadow of Calcutta length¬ 
ens. And the politicians close their eyes 
to this growing cancer even as they 
mouth socialistic slogans about jhuggis 
and ihompHs, 

What has shocked public conscience 
IS that the removal of one of our out¬ 
standing administrators, a Padma Shri at 
that, was done by a telephone call from 
the Prime Minister holidaying at Simla. 
There was no study of the facts. No in¬ 
vestigation was made, not even on-the- 
■spot inquiries by officials of the Home 
Mini.stry under which the NDMC func¬ 
tions. Indeed, all normal procedures 
were short-circuited. Elections or no 
elections, this kind of action is intolerable 
and responsible citizens will have to find 
a way to check the misuse of power. 

This also puts a tenible que.stion mark 
over re.sponsiblc administrators, the com¬ 
mitted, involved men that the Prime 
Minister so liequently talks about. It is 
these men who are today demoralised by 
the attention giviui liy the political lead¬ 
ership to fixirs. We know that even as 
officials put out the falsehood that this 
was ‘only a routine transfer’, the fixers 
wiTe busy at the squatter colonies threat¬ 
ening a fate "similar to Clihabra’s” for 
anyone daring to challenge the law¬ 
breakers. 

All the political racketeering notwith¬ 
standing, Delhi will not furgeC Srichand 
Chhabra. He has given new life to the 
Capital over five intensive years. A de¬ 
puty secretary ol the IAS — if we had 
more like him wc would not be crawling 
in the dung and dirt of centuries. 

April 26 




MARKETS 


Rap from Government 

Nishtar 


THE stock market has been marking 
time recently, moving up and down in a 
leisurely inannei. By April 17, the 
market had moved so very close to the 
year's highest level recorded in Janu¬ 
ary that it was almost inevitable that 
it should pause to allow technical for¬ 
ces have their play belore taking its 
next important st<‘p. However, despite 
considerable eorrectivi’ profit-taking, the 
market has staged only a modest re¬ 
treat. .Selling has In'cn easily absorbed 
diM! to a number of bull factors. The 
corporate news in particular- has been 
very favourable. Quite a large number 
of companies which have released their 
results recently have gladdened the 
hearts of their shareholders through 
larger profits, higher dividends and 
bonus issues. Thanks to the retimi flow 
of funds anil spiiit in deposits, condi¬ 
tions in th<“ shoit-terni money niaiket 
have improved perceptibly. The inter¬ 
bank call rate has come down to 6 
per cent anil banks have eifected a 
substantial rediietion in theii borrow¬ 
ings from tbe Reseive Hunk. This has 
naturally rai.sed I’.vpeeUtions ol a liber¬ 
alised cieflit poliey. R<;ports from New 
Delhi indieate that the CJovernment is 
inclined to implement the licensing 
policy in a flexible rnannei with a view 
to .stimulating industrial growth. Recent 
export trends have also been encourag¬ 
ing. 

Of conisi’. the news has not been 
altogether bullish Apart from techni¬ 
cal cxinsiderutioiis which have, favoured 
n corrective setliuek, the stock market 
has hud to ii-ekon with sonu- unfavour¬ 
able factors. The sloek exehange aiitho- 
I'ities havi- asked their members to 
reduce the outstanding positions in 
I'leared securities by ten per cent in 
each clearing. Tins step seems to have 
hifii taken at the instance of the Gov¬ 
ernment whieh has eonveyed to the 
market authorities its dl.splensine at the 
eontiiuianee ol forward positions even 
though 22 months have passed sint'C 
tite ban on lot ward deals in June 19R9. 
What is worrying the market most is 
the mnikeil deti-iioration in Indo- 
Rakistani relations which has led to the 
closing of diplomatic ini.ssions in Cui- 
entta and Dacca. The conseuucnces of 
nil open conflict hetwven the two 
(sinntrics can been very serious. Po¬ 
litical uncertainty apart, the market 


cannot feel at ease in face of the mas¬ 
sive tax effort that would be necessary 
to raise resources to take care of the 
big rise in non-Plan expenditure and 
administrative expenses of the Central 
and Slate Governments and to finance 
the stepped up development jwo- 
gramme. F'iscal policy can have a far- 
leaehing impact on the outlook for 
equities. 


Misplac»d Concern for 
Cotton-Growor 


COTrON prices have eased further and 
the market can be expected to continue 
to display a softer tone for some time. 
The ruling pric-es of cotton are about Rs 
750 to Rs 1,100 a candy below the fan¬ 
tastic levels recorded in the last week 
of Jamuiiy, hut they are still substantial¬ 
ly above the highest levels recorded last 
s<‘ason. Arrivals of foreign cotton in re¬ 
cent ss'ceks have been quite heavy; im- 
poil quotas had been released quite 
early in the season but mills had opted 
tor late deliveries. Tighter credit con- 
liol ami the chaiigi'd market psychology 
have discouraged holding of stocks which 
in tillII has ii'siilted in increased flow of 
supplies. 

But the decline in cotton prices can¬ 
not be sutistactorily explained in terms 
ol inipi lived availability of cotton — 
toreigii and indigenous. Changes on the 
demand side of the equation have been 
fai inoie iiiipoitunt. The demand for 
cotton IS deiived from the demand for 
cloth and \ai'ii. And conditions in the 
inei-egoods and yam markets have con¬ 
tinued III be sluggish lor quite some 
lime. I’lospective buyers — wholesalers 
down to retuileis, particularly upcountry 
traders — have been keeping off the 


Cottonseed oil 

5300 
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4050 

Linseed oil 
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market Irecause ' of financial stringency 
and uncertainty about Government policy 
regarding production of controlled cloth. 
This has made mills cautious in making 
fresh purchases of cotton. Quite a num¬ 
ber of mills are reported to have failed 
to lift what they had previously con¬ 
tracted to buy. Forward deals have 
shrunk considerably. With the slack pe¬ 
riod still ahead mills cannot be expected 
to turn aggressive buyers of cotton or 
bid up prices. Chances are that cotton 
prices will he marked lower if the area 
of cloth cx)ntrol is enlarged and prices 
are kept unchanged at the existing un¬ 
economic levels. 

Maharashtra’s Bill lor monopoly pro- 
cuiement of cotton has been cleared by 
the Centre hut not without certain 
amendments aimed at ensuring that the 
price and distriliution system proposed 
in the draft Bill are integrated with the 
national pattern. Since cotton is 
on^ the eoneurrent list. New Delhi 
would seem to he justified in in¬ 
sisting that the cxitton procured by the 
State is subjected to distribution and 
price laws that are already in force or 
that may he enacted in fulnre. But Ma¬ 
harashtra Government does not seem 
agreeable to any conditional clearance 
by the Centre. It feels that if procure¬ 
ment prices uere to 1 h‘ allowed to ho 
fixed by the Centre, the main purpose 
of the Bill would get defeated. Under 
the State’s mouupoly procurement sche¬ 
me, growers arc to he guaranteed a iiii- 
nimiini price based on the cost of pio- 
duction. The agricultural prices anu- 
inittee api>ointed by the State Govern¬ 
ment to go into the question is under¬ 
stood to have rcixiinmended a 12 i)ov 
tent profit maigin over and above the 
co.st of production as the guaranteed 
price. This would In: very tliiferent fiinn 
the floor prices (support prices) fixed by 
the Centre which have no practical sig¬ 
nificance since prices have always rnleil 
substantially above these levels. 
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Nobody can be opposed to a fair deal 
to the grower. There is also-need for 
reducing the gap between what the 
grower receives for his produce and the 
final price paid for it by the consumer. 
Any measure which helps to ensure a 
better price to the producer without any 
extra burden on the con.suiner is to -be 
welconiCtl. Whether the State take-over 
of distribution can help achieve this ob¬ 
jective is u controversial issue. The pub¬ 
lic sector has still to acquire a reputa¬ 
tion for efficiency in much less difficult 
fields of activity. 

The problem of cotton and cotton 
growers is not low farm prices but ridi¬ 
culously low yields. The cotton economy 
will continue to be plagued with chronic 
shortages imless yields improve rapidly. 
The Government and all other interests 
concerned would do well to concentrate 
tiu'ir attention on how best to improve 
yields. Cotton prices are already high 
and have been rising. Emphasis on 're¬ 
munerative’ pi ices si'cnis altogether mis- 
lilaced. 


Prices Tumble 


OILSEED.S and oil prices which had 
been drifting lower for some time deve¬ 
loped piononnced weakness during the 
week ended April 24 when prices simply 
tumbled. In a matter of few days lin¬ 
seed futures (July) were marked down 
by Hs 10 to Rs 145.25 (per quintal) and 
castor futures (June) came, down by Rs 
14 to Rs 118.75 — the sharpest decline 
ior an\’ single wee.k this season. The 
latest (jiiotations are a little higher than 
the lowest prices — a technical rally 
perhaps. The sharp fall has not only 
uncovered many weak bull positions but 
unnerved I'veii strong bulls. 

.Several factors have contributed to 
the marked change in the bullish psycho¬ 
logy which had led to holding/hoarding 
of stocks thereby reducing physical sup¬ 
plies to the market. Scarce and costlier 
credit had lieen making its influence felt 
for quite some time and the downward 
drift in prices added to the risk of car¬ 
rying large stocks. The increased flow 
of summer crop (groundnut) arrivals in 
the southern r; gion and the progress of 
maiketing oi labi oilseeds have led to 
substantial impruveinent in the current 
supply position. Sentiment has also been 
affected by the assured supply of reason¬ 
able quantities ol mutton tallow to soap 
manufacturers — big as well as small 
units. The vana.spati industry is also as- 
.siired of satisfactory supply of soyabean 
oil. 

fii view of the improved supply posi¬ 


tion and easier tendency in prices buy¬ 
ers have turned cautious. Vanaspati ma¬ 
nufacturers have ceased to be aggres¬ 
sive buyers of edible oils and the recent 
cut in the perc-entage use of .soyabean oil 
— ranging from 2.5 per cent to 6.5 per 
cent, depending on the zone — has not 
led to any increase in the demand for 
groiindmit oil. 'Fhe sharp brr'ak in cas¬ 
tor futures and castor oil i)rices is attri¬ 
butable mainly to the withdrawal of 


COMPANIES 


.supixirt by shippers due to lack of fresh 
export business in castor oil for quite 
some time. Russia which has been the 
major buyer of castor oil has not evinc¬ 
ed any interest in Indian castor oil re¬ 
cently. Export activity has been confin¬ 
ed to gromidnut extractions and fairly 
largi- business has been put through with 
Russia and .some other East European 
(s)untiies. Japan too has taken fair 
<|nantitie.s ol Indian extractions recently. 


Feeling the Pinch 

Hansavivek 


PREMIER CONSTRUCTION is feel¬ 
ing the pinch of the credit restraints 
exercised by banks. It has been pro¬ 
viding financial accommodation to com¬ 
panies in which it has a substantial 
stake. These eonipanie.s have been 
experiencing difficulties in obtaining 
timely financial accommodation from 
commercial banks and financial institu¬ 
tions. It had, therefore, to contend 
with greater demand for such assistance 
during 1970. The directors complain 
that the attitude of the banks has been 
more rigid and less helpful. Some of 
the companies could not obtain addi¬ 
tional limits when they needed it most. 
PC itself has not boon able to obtain 
additional limits, although it is stated 
that the ultimate use of such funds has 
l>een for industrial purposes. The shares 
pledged by it again.st overdraft arrange¬ 
ments have been transferred in the 
name of the hanks in accordance with 
the directives of RBI. The company’s 
business, of giving guarantees in res¬ 
pect of credit facilities of subsidiaries 
and other companies, has been affected. 
The banks have not stipulated that no 
guarantee charges should be paid by 
these companies to PC. .At the same 
time, they are not agreeable to waive 
the guarantees given by it. This has 
cr«-ated an ‘ embarrassing situation” for 
the company. I^ had to dispose of 
some of its investments owing to the 
financial stringency. It is now offering 
6.30 lakh equity shares of Rs 10 each 
in Hindustan Construction — a subsi¬ 
diary — to the public for subscription 
at a premium. This will also enable 
listing of lie’s shares on the stock ex¬ 
change. PC’s subsidiaries generally re¬ 
vealed setback in their working. Acme 
.Manufacturing incurred a loss on ac- 


eount ol “unprecedented” slump in 
demand for diesel engines and lubrica¬ 
tors. Indian Hume Pipe also suffered 
a io,s.s. lie, however, achieved better 
turnover in spite of “labour unrest” 
and earned ude(]uate profits to main¬ 
tain dividend. Vikhroli Metal Fabrica¬ 
tors declared a dividend of 6 per cent 
following improved working. Construc¬ 
tion of National Rifles’ factory has been 
completed and trial production of CO, 
rifles has Ix:en undertaken. Waichand 
Tandur C<-ment could not make any 
further progress as its application for 
manufacture of cement ha.s ix)t been 
approved by Government. PC severed 
connection with Mysore I’clro Chemi¬ 
cals (formerly Premier Petro Chemicals) 
promoted for the manufacture of 
phthulic anhydride at Bangalore with 
local parties. The project has been 
handed over to the My.sore State Indus¬ 
trial Investment and Development 
Corporation on reimbursement of pro¬ 
motional expenses. PC has been regis¬ 
tered as an “interconnected undertak¬ 
ing" under MHTP Act. On receipt of 
government consent, the face value of 
equity '.shares was increased from Rs 50 
to Rs 60 per share by capitalising 
H.S 21 lakhs from reserves. In spite of 
concerted action in the last two years, 
there has been no improvement in the 
working of Tiwac Industries, which 
was reorgani-sed with the company’s 
nominees on its Boat'd. Apart from 
giving an additional loan of Rs 2 lakhs 
to it. PC secured fur it additional equi¬ 
ty capital oi Rs 5 lakhs from MSUDC, 
liy giving an undertaking to purchase 
these shares ,it par at the end of 5 
)'ears at the option of MSIIDC, and 
subject to the approval of the Central 
Government. PC’s proposal to pur- 
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chaw! 1,820 equity shares in Tiwac 
From Syndicate Bank was not approved 
l>y the Central Government, It is now 
negotiating with the bank to suitably 
revise the arrangement regarding finan¬ 
cial assistance to Tiwac to <’n.ible it to 
tide over its dilliciiltics. 

PHILLIPS CMUfON HLACK'i, plant 
was unable to produce at lull capacity 
last yeai owing to inadequate avail¬ 
ability oi good quality raw materials. 
Major suppliers ol leedsfock could not 
fulfil their coniiiiitinents mainly due to 
general laiioni unrest and disruption 
in nomial working. A new agreement 
with a supplier lor bulk procurement of 
feedstock is being negotiated, and this 
is exp«'cted to alleviate .shortage of raw 
iiiateiiaK to siane extent this year. 
IJoinestie .sales were affected duritjg 
the first ball of last year due to .strikes 
at two inajoi tyiesproducing idants 
and iineasv labour conditions in other 
companies. IJespatcbes for tbr; South 
were on many occasions restricted due 
to wagon sboitages. The cuniirauy has 
maintained, the piiei' level since 19fi4. 
The pi ill' of one grade of black was 
actually reducerl dining 11)09-70 to 
keep in line with interuatiouul prices. 
A marginal incieasc; in freight rates 


was absorbed by the comply. Exports 
to UAH, Iran, Irari and Ceylon were 
incTcased. Government has not yet 
approved the company application 
for expansion. The directors anticipate 
a steady increase in cariron black de¬ 
mand in the future in view of the in- 
eieaserl licen.sed capacities granted for 
tyres and the manufacture of rubber 
goods. Covernineiit has approved the 
company’s application for payment to 
directors ol a coininjssion of one. per 
cent of the net profits in any financial 
year for 5 years from 1969-70, subject 
to the condition that the total amount 
of com(nis.sion payable to all the direc¬ 
tors together will not exceed Rs 1 lakh 
in any year. Bonus shares allotted on a 
one-for-ten basis to members registered 
on January 8 last rank pari pa.mt with 
other shales for payment of the rc- 
commendi'd imehaiiged dividend. 

MADURA MILLS continues to pursue 
its mod(;misation and expansion pro- 
giamme. It has installed a modem blow 
room liiK- and a goiul number of liigh 
speed draw frames. An additional beam 
dyer has been installed in the dyeing 
and finishing miil to meet the increasing 
demand for fabrics made of synthetic 
fibie. Iiidigi-iioiis high production cards 


have been ordered based on encourag¬ 
ing results from extensive trials. A few 
indigeiKXis wet dtmblers have been in¬ 
stalled and .some more will be added 
this year. This year will also see the 
installation of large package two-for- 
one twisters and multi-end winders to 
faejlitate development of export tr^e- 
in knotless foldr’d yam. The company 
has received ‘letters of intent’ for the 
installation of an additional 100 indus¬ 
trial and 4(H) civil looms, but these are 
"tied to an unworkable export stipula¬ 
tion". Efforts aie being made to have 
the.se export stipulations reviewed. 
Further schemes to improve producti¬ 
vity in various departments have been 
introduced. Despite development of new 
markets, export sales showed a decline 
over the previous year owing mainly 
to "sharply lising raw material co.sts 
and conse'jiient imeompetitive prices”. 
An ‘‘unprei.'edented'’ increase in cotton 
costs, particularly siiiic last September, 
“seriously tliieatens our export busi¬ 
ness”, say the direclois. During 1970, 
production showetl a satisfactory trend, 
iiotwith.standing shoitage of rayon and 
nylon filament, stiikes, go-,slow tactics 
by lalxnir ami power-eiils which to 
some extent affected production of 
industrial products. 


The Week’s Comnanies 


(Rs in lakhs) 



Premier Construction 

Phillips Carbon 

Madura Mills 


Latest Year 

Last Year 

Latest Year 

Last Year 

I-atest Year 

Last Year 


31-12-70 

31-12-69 

30-11-70 

30-11-69 

31-12-70 

31-12-69 

Paid-up capital 

205 

184 

187 

187 

700 

700 

Reserves 

170 

196 

141 

131 

388 

341 

Borrowings 

74 

55 



307 

363 

of which Term borrowings 

25 


- 


263 

250 

Gross fixed assets 

10 

19 

299 

297 

1836 

1783 

Net fixed assets 

11 

11 

124 

139 

636 

657 

Investments 

301 

309 


. 

48 

49 

Current liabilities 

24 

63 

95 

109 

785 

417 

Current assets 

161 

178 

298 

288 

767 

740 

Stacks 



86 

71 

1073 

771 

Book debts 

160 

176 

187 

95 

665 

.596 

Net sales 



356 

362 

3012 

2781 

Other income 

104 

109 

8 

8 

22 

14 

Raw material costs 



108 

99 

1891 

1514 

Wages 

20 

20 

27 

28 

680 

611 

Interest 

5 

2 

- . 


62 

• 68 

Gross profit(-H/loss(—) 

64 

73 

105 

117 

298 

184 

I>:preclatiun provision 

1 

1 

18 

20 

97 

103 

Tax provision 

17 

19 

49 

47 

99 

15 

Net profit!-h)/loss(—) 

Development rebate provision 

46 

.53 

38 

50 

5 

102 

11 

66 

13 

Transfer to reserves 

Dividend 

9 

10 

7 

17 

35 

56 

11 

42 

Amount 

E 33 

E 41 

31 

28 


P 4 

P 4 



8 

1.62 


Rate (per cent) 

40 

26.7 

15 

15 

126 

Cover (tbnee) 

Ratios (per cent) 

1.28 

1.19 

1.22 

1.60 



Gross pmfit/aales 



29.49 

32.32 

9.92 

6.62 

Net profit/cepfUl employed 
Inventorle$/seles 

10.24 

12.18 

11.58 

15.72 

7.31 

4.70 



24.15 

19.61 

35.62 

27.72 

Wages/sales 


— 

7.58 

7.73 

22.54 

21.97 
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Tasks before the IRO 

(From a Special Correspoodent) 


WHEN the Industrial Rucoiistruction Cor¬ 
poration of India begins work in Calcutta 
very shortly tlK‘ city will have for the first 
time a development bank with a nation¬ 
al backing. The IHCI’s charter gives 
it an all-India frame but there is no 
harm if the Corporation confines its 
initial or even its permanent jurisdic¬ 
tion to the Eastern Region where there 
is more than full-time scope for an 
all-India agency. The grim events in 
East Bengal currently providing an 
emotional diversion in Calcutta from its 
pressing economic pioblems may permit 
a quiciter inauguration of the IRCl’s 
activities but the breathing lime may 
prov<! too short unless the Coriroration 
makes haste to get down to its tasks. 

There is no denying that the IRCI 
faces an oversized joh, not in the sense 
of pcifomiing the typical finatiei.il 
ftmetions, but in mobilising other serv¬ 
ices retiuiretl foi aeeomplishing its roh’. 
If it weic only the finaiieiul functions, 
the e.sisting all-India instittitions — 
IDBI, ICICI and otheis — wine fully 
equal to perlorniitig them. Fur larger 
industrial projects theie have never 
been any sciions handieaits in dealing 
with proposals from a distance. For 
smaller projeets, again, theie has been 
no institutional gap as the .Slate Finan¬ 
cial Corporations and the I DCS, with 
their own resources as siqiplemented by 
the all-India institutions, have been in 
a ixtsition to deal with available iwo- 
posals. Thus Calentta’s probhins, and 
indeed the, whole of Ea.stern Region’s had 
not been just finance but want of other 
requisites, reflected, on the surface, in 
an almost near absence of eligible 
projects. 

Even at the risk of repetition of the 
now well known difficulties of Calcutta, 
it is worth recalling what these have 
been. First, there have been the last¬ 
ing effects of separation of East Bengal 
whose impact on the jute industry is 
common knowledge but iicrhaps even 
more important was the denial of East 
Bengal's populous market for the manu- 
factiues of Calcutta and the Eastern 
Region. Secondly, the virtual diversion of 
investment and managerial resources in 
the immediate post-independence years 
to the acquisition and management of 
British assets in India which were mostly 
in the Ea.stcm Region, meant that there 
was no fresh stimulus in the form of 
new industrial projects. Thirdly, tire 
policy of a single price for steel, what¬ 


ever its national justification, prejudiced 
the position ol the engineering indus¬ 
tries ot Calcutta. It added to Calcutta’s 
difficulties by way of ab.scncc of new 
projects, and since viability of an indus¬ 
try e.<isentially consisted of continuous 
expansion or modernisation, Calcutta’s 
industries suffered a steady erosion of 
their competitive strength. All these 
had a cumulative effect, and the older 
ccnnpairies which had previously receiv¬ 
ed a measure ot protection from a sell¬ 
ers’ market, became fully exposed to the 
recession, resulting in the clusme of many 
units, and transition of many more to the 
sick li.st. 

Wliile the recession itself was promot- 
eil by certain policies of the Goveniment 
an<l th<' Railway Board, which affected 
Calcutta’s engineering industries more 
than others, a militant trade unionism, 
caused lunong others, by an acute con¬ 
sciousness of job security, pushed up 
indiistiial wages. The cost structure of 
flaleutta’s industiies, based on the one 
hand on oklei equipment, and a propor¬ 
tionately large wage force, drew its past 
viability from a wage level which was 
lelatively low. With a price squeeze 
following the lecession, a disturbance to 
the’ cost structuie such as that occurred 
in recent years was something that call¬ 
ed lor a drastic rationalisation, combin¬ 
ing modern isation of equipment, 
diversification ol production, merger oi 
eoinpanies in appropriate cases, and as 
<1 tran.sitiunal measure, suitable prugram- 
iiii's for re-training as well as shedding 
ol laboui. Wliile these stejis were war- 
raiiti'd even a.s early as 1967, the pre¬ 
vailing political .system in Calcutta was 
one that aggravated the problem. Local 
financial institutions which were barely 
active ill the promotional field were help¬ 
less, and private industry, seeing the 
attruetions of investment in other regions, 
began making plans elsewhere in the 
country. 

It is in infliieiicing this hackgrounil 
that the IBCI’s success will be judged. 
True, it is not the role of a financial 
institution to change a particular indus¬ 
trial environment, as even the ability to 
influence a situation depends much on 
‘he political and other background. But 
it would 1 h! a pity if the IRCI were to 
interpret this limitation as debarring it 
fr.-im promotional work. There is a great 
deal in the area of industrial promotion 
that an institution with a national back¬ 
ing can do by working with all-India 


institutions, the Central Government and 
others. Among the large number of sick 
proposals that the IRCI will receive from 
Calcutta, only a few if any at all 
can lie saved by conventional loan 
financH'. Other ingredients which must 
go with a successful financial operation 
are advice and support for a financial 
reorgunisatiuii, review of the company’s 
existing management and reorganisation 
plans thereof, assistance for plant modern¬ 
isation and expansion as well as for pro¬ 
duct diversification, and in cases, where 
the project cannot be saved, sponsoring 
oi proixisals for leasing, mergers, etc. A 
wider interpretation of the IRCl’s role 
and provision of these additional services 
would mean that the financial commit¬ 
ments for the projects concerned would 
be much larger than would be the case 
otherwise. With the unemployment 
problem such as that facing Calcutta 
today, it would be difficult to consider 
labour retrenchment as one of ths 
options available in the context of indus¬ 
trial rehabilitation. The indications are, 
therefore, that in many eases industrial 
diversification schemes will have to be 
worked out as an essential .step to absorb 
tile surplus labour along with schemes of 
labour retraining. In tlie interest of 
salegiiarding its investments in projects 
assisted by it. the IRCl must provide a 
package of services even if this would 
lend to incrca.se the size of its financial 
coiniiiituieiits in individual projects. 

Many of the additional functions being 
of a specialised nature, the IRCI from 
the start must learn to procure them 
fiom out.side instead of building up its 
own si'ivices, as it would take a long 
time for the IRCil to acquire the ex- 
jiertise. But in a region where failure 
to act in time had already had a baneful 
effect, not being fible to provide these 
siTviees should not become a cause for 
inaction. These services are available, 
though in a scattered manner, among the 
various professional and consultant groups, 
in Calcutta. It is these groups which 
should be activlsed by the IRCI as 
adjiiiK'ts to its own activities. There is 
also one good reason why the IRCI 
should borrow these services from out¬ 
side, and this is that decisions on many 
sensitive issues can be taken without 
entirely appropriating tlie responsibility 
to the IRCI. Finally, there appears to 
be little pro.spcct of the associated serv¬ 
ices being developed to some maturity 
without there being an adequate market 
for them. The IRCI ban thus make a 
contribution to the development of the.se 
important .services which will find ready 
clients in other parts of the country as 
well. 



FROM OUR CORRESPONDENTS 


NEW DELHI 

Planning Commission Devalued 


AS had widely aiilieipalfd, C 

Subrainaniani lias been .swoiii in as 
Minister liir I'laniiniK. lie S'iH siiniiltane- 
ously hold (he olfite ot JJepiily Chair¬ 
man ol the I’laniiiiiK Commission. This 
IS not tlw lir.st hme that a Union Cabi¬ 
net Mmisler will be the country's thi"l 
pluniK'i at till same time. Cul^.ari l.al 
Nanda and lalei Asoka Mehta held this 
position, lint there is a vital dillerence. 
lioth .Asoka Mehta and (Jnl/.ari I.al 
Nanda weie lull-time l>‘puty Chaiiuien 
ol the I’l.innmi' Commission to begin 
with, alteiwaids, when th<-y weie in¬ 
ducted into the Calmiet, they eonimued 
to heail llie C’ommission loi a period ol 
time till the appointinent ol a new fiill- 
tiine Depiits Chalinian Imh the fiist 
tune since the setting iiji ol the I’lan- 
ning (aiininission, C .Siibiamainam bikes 
over the ollice ol Depulv (ih.iiiinan in 
his capacity as the l‘lannnig Minister. 
This may niaik a significant change in 
the Coveinmeiit's appioach to the com¬ 
position and Iniiellolling ol the I’hinniiig 
Commission. 

Once C .Subianianiam is named the 
new Oepiitv (ihanm.in ol the I'laniiing 
Coiiiniission, appointment ol the (‘llier 
Membeis will lollow. .Sevi-ial names 
have been mentioned m this eoimeelion, 
but It IS pointless to indulge in specula¬ 
tion over names. It is, hinvi'vei, ceitaiii 
that the .Secrelaiy to the Commission 
will be I'levated to the jiosition ol a 
Member. As a Meinbei ol tlii- Commis¬ 
sion the Seeietaiy will now enjoy eijiial 
stains with olhei Meinbeis, as its Secie- 
tary lie will have poweis superioi to 
theiis. 

Iliaiia Ki) .Si A lies 

'] he Ih'iiiil.N Chaiim.iii ol the i’laniiing 
(aiimiiission h.is b\ eonvenlion been 
invi'Sled with the stains and lank el a 
Cabinet Ministei and was mviteil to 
meetings ol the Union Cabinet wheii- 
eS'Ci issues ol ('eiaiomu iiolies oi |)lan'i- 
mg weie nndei ionsidei.ition. In tlie 
new an.mgi ineiil, the Di'piils Ch.iiim.in 
is a Calmiel Mmistei llisl. The Members 
ol the Coniniission. .ig.mi b\ eoiiM'iition. 
have enjo>e<l the status ol Ministets (>l 
.Stale. Even il the loimal jnoloenl 
piwition is letaiiu'd in then case, the 
<-levations ol the Seciitaiy to the posi¬ 
tion ol lull Membei will suiely lesnlt 
ill rednemg the stiiliis. piestige .iiivi 
aiilhoiity of the other Membcrii of 
Coiiuiiission. 11 a iiarallel may be drawn. 


the I’huining Coniiuission as it is emerg¬ 
ing may become eoiiiparahhi to the 
Hailway Hoard under a Cabinet MinLs- 
ter. Tile names of jiersons who aie being 
inentioned and are likely to be avail¬ 
able lor serving on the Commission as 
Members eonloim to .such a pattern. 

When the Planning Commission w.is 
liist eoiistiliiled in the eaily fiities, a 
liriiiie consideration was that it should 
be iiisiihiled Iroiri the bureaucracy whieli 
eoiistaiitly tiies to bring all organs and 
inslitnfioiis ol the government under its 
eoiitiol. It was thus that the intenial 
oigimisatioii ol the Commission was coii- 
t' lved ol .IS different from the usual 
set ij) ol government departments. He- 
iinitnient to the Cogniiiission was made 
I loin outside the civil .service, specially 
loi tile leseaieh posts. It was laid diAvn 
tli.il <’\en the designations ol pei.sonriel 
in the Caiiniiiission should be different 
liiiin Ibose III vogue in goveniineiit de- 
li.iitiiicnts and that, even it tlieir salaiies 
might not be liigbei than those ol coni- 
p.iiable stall in the govermiient, the 
|)eisonm-| ol tiu- Commission should en¬ 
joy a higliei status and piestige. Subse- 
ipieiitb. on seveial occasions duiiiig tlie 
stew.iidsliij) ol Jawah.ulal Nehru when 
till’ (.'ommissioii’s organisation was 
leviewed the main eonsideralioii had 
bi-en to elieek Imreaiicratie norms, 
h.lints and tendencies in its liiuetioning. 
Dining the past few ve.us, along with 
th.. slowing down nl the tempo nl 
planned develo|inient and thi' laiiiiehing 
ol .01 insidious eainpaigii to undeimme 
the .iiitlioiit\. inffiienee. and piestige of 
tlie Pl.iiiniiig Coimm.ssioii, the bureau- 
(i.i<\ has snci-essiLilly Inii'iowed its way 
into the Coinniissioii. The civil service 
li.is IS line to oei-npy euiiiiiianding posi¬ 
tions III the orgaiiisatum ot the Com- 
niission and joint .secietaiies and deputy 
s 'eietaiies have multiplied, pushing the 
teihmcal jieisomiel Iroin outside the 
goveiiiineiit seiviees into the background. 
Teiliimul jieisonnel still serving the 
Conmiissioii ,iie today a frustrated lot 
.md li.ive esjnessed their feelings strong¬ 
ly on .seveial occasions, but without 
iimcli eflcil. On the contrary, moves to 
vse.iken tlie tecluiieal conijJetence of the 
(aammssion have goiK’ on apace. 

'Ifie pioposal, unexceptionable on the 
smlai-e, to create planning and develop- 
iiK'iif cells within the various ministries 
to streiigtiK'n the machinery of planning 


and development, which originated in 
the Planning Commission itself. Has 
actually been perverted in the exjurse 
ot time to erode the technical compe¬ 
tence of the Planning Commission. The 
argiinu'iit has been that the Planning 
Commission need not duplicate work 
which could he done within the execu¬ 
tive ministries and other agencies. 

In this eoiite.\t it is not surprising to 
now fiiul the Commission being pushed 
into a position wheie it becomes merely 
a body oliligcd to assemble together 
what ni.ry he iiroposed liy the various 
Ministrii's and call it this oi that sectoral 
prograiimie. The ministries had lately 
heeoiiie so cocksure as to suggest that 
the Coiuniissiou approve and include in 
the I’laii fresh schemes involving invest- 
liu-iit ol as much as Ks 100 crores with¬ 
in ihiee ilays ol their i>reseiitatioii to 
the Coinniission. The ministries often 
allowi'd a lew days lor the Commission 
to coiieiir with Ihcir pioposaK with the 
stipulation that il coneiirienee w'as not 
leceived within the slipiilated time, they 
would a.ssiime it and go ahe.id. In many 
cases, couciiiieiice was not even sought, 
'ibis IS a lai tiy lioiii the days when, 
.ilannrd at the success ol planned deve- 
lojiineiit in the eoiiiitiy, the Planning 
(aiiniiiission's detiaetors used to de¬ 
nounce il as a supcr-goveriiiueiit and a 
puiallel Cabinet. 

Ill sjiili’ ol tbe neai decimation ol 
the Coniiiiissioii's geiieial technical 
coiuivtence, one division oi the Coin- 
iiiissioii has managed to retain a sem¬ 
blance ol its ionnei status and that is 
llie Peispeclivc Plaiiiiiiig Division. It is 
still largely liee oi tin* ubuiiiitous ad¬ 
ministrative nllieeis. ]t was revealing oi 
the way things are going that a reixirt 
piepaied on its iiiU'inal organi.yjition 
has jiiojiosed the disbanding of this 
division and dispersal ot its jiersoiinel in 
othei divisions so that eveiy division 
may he able to do its own perspc’ctive 
planning! The move has been stalled 
ioi the time liemg. However, it cannot 
Ik' iiresmned that it will not go through 
once Pitiimhar Pant who has headed 
the woik ol per.siiective planning since 
the- Cominission inception is eased out. 

.H's! Anoijieii Depaiutvient 

The- move to make the Secretary of 
tlw Commission a full tinre Member too 
lends itself to a historical review. The 
Commission was conceived of and con¬ 
stituted as a bcxly with a distinct per¬ 
sonality, capable of drawing up plans 
of economic development and assisting 
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the Central and State governments in 
Plan implementation from a national 
standpoint. It was not to be )ust one 
moife department of the Government of 
India. To start with, Jawaharlal Nehni 
as the Chairman of the Commission and 
the Prime Minister constituted the only 
link between the Commission and the 
Cabinet. In course of time it became 
the established practice that all impor¬ 
tant economic proiKisals and schemes 
had to be referred to the Commission 
for advice. At the level of officials, the 
principal formal link Ijetween the gov¬ 
ernment and the Commission was pro¬ 
vided by the Cabinet Secretary who also 
acted as the ex-officio S’ceretary to the 
Commission. A full-time Secretary to 
the Commission was appointed only in 
early 1964, nearh' 12 years after the 
Cianmission was set up. The Secretary 
to the Commission is now to be further 
elevati'd. This almost completes the pro¬ 
cess ol making the Commission just 
another d<-partmcnt of the Government 
of India. 

The inesent reconstitution and reor¬ 
ganisation of the Planning Commission 
is thus bound to greatly diminish its 
position and aiithoiity ns an indepen¬ 
dent advisory body which, though 
working ill close liaison with the Union 
(iovennneiit, was yet not siibordin.ite 
to it and was of equal sorviei* to the 
Stat<‘ (Joveinments as well in our fede¬ 
ral set-ui). It was in r<’eognitioii of this 
special position of the Commission that 
shortly alter it was set up (hy only a 
resolution of the Union C'abinet with 
no st.ilutoiy aiithoiity) tlie National 
Oevelopineiit Conmil w-as formed. The 
fiomicil (Siiisisled of only the Piimc 
Minister, the .Stale Chief Ministers and 
the tull-tinie Members of the Planning 
(Commission, tboiigb other Central and 
State Ministeis and ollieials were invit¬ 
ed t(» attend its sessions. 'I'he NDC has 
bemi looked upon as the highest all- 
India organ loi the lonniilation and 
co-ordination ol the national iilan. It 
is significant that the NDC has func¬ 
tioned relatively satisfactorily only 
during periods wlmi planned develop¬ 
ment made progress. Dining limes of 
setback for planning, the NDC loo has 
not finiclioned well. 

SeaIUII roll SCAI’HGOATS 

The role of the NDC got fin liter 
emphasised alter the 1967 general 
eDctions whi-n several State govern¬ 
ments came to he rim hy parties other 
than the one in office at the Centre. In 
a rather difficult period in the adjust¬ 
ment of Centre-State relations after 
1967, the NDC and the Planning Com- 
missitm lielped to negotiate many deli¬ 


cate problems such as that of the quan¬ 
tum of Central assistance for State 
plans and the distribution of Central 
assistance among the States. The prob¬ 
lem of Centre-State relations is no less 
important now even though the ruling 
party at the Centre has regained its 
dominant position after the recent mid¬ 
term poll. On the c-oiitrary, sentiment 
for regional autonomy and the problem 
of regional disparities and uneven rates 
of development have become more 
pressing and demanding. The Planning 
Commission can hardly function effecti¬ 
vely if it is rodneed to being a mere 
appendage of the Union Cabinet. Its 
role must be that of planning economic 
and social development from a national 
standiroint and supervising implementa¬ 
tion of programmes — processes in 
which not only the government at the 
Centre but also the State governments 
as well as non-government elements aie 
necessarily involved. The Commis.sioii 

must not be turned into one more de¬ 
partment of the government to advise 
the Union Cabinet and that too, as has 
been the recent jiractice, only on mat¬ 
ters on wbieh its adviie may be sought. 
The appoinhiient of C Rubranianiani 

and the manner ol his appointment, as 
well as ihi' kind of reorganisation to 
which thi- Commission is being subject¬ 
ed, do not augur well for the Planning 
(aiiiiini'-sioii’s role as a national agency, 
with authority and prestige to give llii' 
hadership re(|iiired for planned eco- 
iioniie and social development. 


WHEN Damodat' Sanjivayya, the new 
Coiigress(R) President, anived in the 
Stall- capital on a week’s visit to his 
home .Stale last W'eek, he was given a 
rousing reception at Begiimpet airport. 
Among those present were the Andhia 
Piadi'sh Chief Minister, Brahinaiianda 
Beddi, and his cahiiiet colleagues, be¬ 
sides the president and members if the 
Prailesh Congiess Committee. .Sanji- 
vaiya was visiting the State for the 
first time after his elevation to the 
party presidentship. 

Sanjivayya’s v.sits to the State in the, 
past, when hi- was President of the 
undivided Congress, Rajya Sabha niein- 
her and Union Laliour Minister, had 
hardly evoked any enthusiasm among 
[lartymen and certainly not among 
Bruhmananda Rcddi and his cabinet 
colleagues. In the 1967 general elec¬ 
tion Sanjivayya had been defeated from 
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Meanwhile, the Fourth Plan, approv¬ 
ed and acci-ptcd hy the Union Cabinet 
and the National Development Council, 
remains in the doldrums. What exactly 
will he the outconie of the promised 
exercise of reappraisal uud revi.sioti of 
the I’lan it is difficult to say. But it is 
diseoiicerling to find inspired insinua¬ 
tions and iniiiieiidoes about the work 
and outlook of the outgoing (Aiinmis- 
sioii and its Deputy Chuiriiian, D B 
Cadgil, being given free ciiiTeiiey, The 
suggestion so insidiously spread that the 
Plamiiiig Commission under Cadgil hud 
hetsiiiii- a den of reaction and a stumbl¬ 
ing bloc.to the much advertised radical 
policies and programmes of the gov- 
ermneiit is utterly false. At every stage 
diiiiiig the past year ami a lialf. the 
Planning Coimuis.sion had strained itself 
to perlorin its functions in conformity 
with till- Iranie of refeieiice jirnvided 
In the political and goveiiinient.il lead¬ 
ership - - even on the issue of follow¬ 
up ineasiires to hank nationalisation 
which w-.as uiiderlaken as a political 
ganihil without leterence to the Plan¬ 
ning Coiniiiissioti. The Comniissioii 
has, hinvever. watched with dismay the 
total ahseiicv ol any kind ol coininit- 
iiieiil to the Plan or willingness to carry 
out obligations iiiider the Plan. If in 
the jiiocess of looking loi alibis .and 
scapegoats the coneepl of planning and 
the ehii-i iiistriiiiient of planning are 
now allowed to he iiiideriiiined, the 
ilainage will he permanent and iriepai- 
ahle. 


his liomi' town, Kiiniool. l.aler, in the 
I 'eelioii to (he Ra)\ a Sabha III 1970 he 
was eheted fiom the Andhra Pradesh 
AssemliK eonslifuency oiiK in the fifth 
eomit, though his imrfy had an over- 
whelmmg majoiily in the 2S8-mcmher 
lloiisc. By coiitiast, the Coiigress(O), 
whiih h.ul a strength of only 14 jn the 
AssemliK. iiian.iged to get its nominees 
eleeled easilv. In both the elections 
BialmiiUianda Ri'ildi had winked against 
Saiijiv.iys a. I hi- sabotage of Sanjivavya’s 
election irinn the Kiiriiool parliainentaiy 
cniislitnenes w'as inastenmiided hy ihe 
(.liiel Mimstei s acolyte, the Firianei- 
Mmistei, Vijay Bhaskar Beildy. If was 
Bi ahiiiaiianda Hedili, again, wliii h,id 
suecessfiilly opposed Iiidiia Gandhi’s 
proimsal to make Sanjivayya Congress 
Pri-sidi-nt *in 1969, immediately after 
the split ill the Congress. It is against 
this hackgionnd that Sanjivayya’s pre- 
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scut visit to the State has political signi¬ 
ficance and may portend changes in the 
State politics in the coming months. 

It i.s no secret that this time Indira 
Gandhi appointed Sanjivayya party 
Presidfmt without consulting, or even 
sounding, Brahinananda Heddi. The 
Prime Minish.'r also unceremoniously 
turned down Brahinananda Reddi's pro¬ 
posal to hold elections to the State 
Assembly in May 1971. In fact she did 
not even allow the proposal to come up 
lor discussion at the party’s central par- 
lianicntaiy lio.iid meeting in March. 
Acting in the sanu! vein, at the time 
ol CiMitral (Cabinet formation she refas- 
ed to grant Brahinananda Reddi an 
andienee to press his request for the 
inclusion ol Ins lieutenant, M T Raju, 
a big landlord and former Chief Secre¬ 
tary to the State Government, in the 
Ciibiiict as u ileputy minister. 

With these facts widely known 
among politicians in the State and with 
whispi-ring campaigns started by his 
political adveisaries that Indira Gandhi 
was out to cut Biahmananda Reddi 
ilown to size, the enthusiastic r<-cep- 
tion to Sanjivayya in.spired by the Chief 
Minish-r himself was not difficult to 
uiideisluiid. But Sanjivayya refused to 
play ball with Braluiiananda Reddi. 
Soon alter bis aiiival he told leiiorteis 
at the luriioit that New Delhi was "vi-ry 
much aliv<- to the Telengana problem", 
lie went on to add that the Congress(K) 
bad Miffeied a debacle in the Telengana 
region, wlwre the 'refiaigana Praja 
Sannthi had won 10 out of 14 .seats, 
because the jleople wanted separation 
Iroiii Andhra Pradesh. These oliseiva- 
tioiis directly contriadicted the {Kisition 
taken by Biahmananda R«‘ddi which 
has be<‘n that the Telengana problem 
does not exist anil that all that is neci's- 
saiy is to spend the so-called ‘Telengana 
siiijiliises’ III the legion, remove griev- 
anei'S of the Telengana people in the 
public .serviivs, etc. "Theie is neither 
a Telengana pioblesn nor any need to 
seek Mis Gandhi’s arbitration on the 
jirobleni’’. Biahmananda Reddi is re- 
poited to liavi' said. At a recent meet¬ 
ing ol the State party, the Chief Min- 
istei's lienelimen vehemently turned 
down the (iioposal ol the Telengana 
Region.il (amiiiiittee Chairman, J 
Chokka Uao (who was iiiamly re.siroii.si- 
ble lor the sepaiate Teleiig.uia agitation 
in 1IKI9). to leave it to Indira G.uidhi 
to suggest a solution to the Telengana 
piolileni and questioiit'il the Prime Min- 
istei’s !ocm standi in relation to a 
jiuiely State problem. 

W'itli Saiijivayya’s current visit to 
Andlua Prailesh, the first shot has been 


fired in the campaign to undermine 
Brahmananda Reddi's position in State 
Ijolitics. What is reported to have 
annoyed Indira Gandhi most is report¬ 
edly Brahmananda Reddi's attempt to 
form a ‘mini-syndicate’ at the Centre, 
with the help of Jagjivan Ram. Indira 
Gandhi’s aim now is to shift Brahma¬ 
nanda Reddi to a Central ministership. 
This will enable her to put a Telengana 
politician of her choice in the saddle 
in Andhra which, she hopes, will solve 
the Telengana problem and also bring 
State polities more under her control. 
Certainly, she does not want to keep 
the Telengana problem hanging till the 
1972 election. She is convinced that 
with Brahmananda Reddi in office, it 
will be extremely difficult to hammer 
out a solution short of geographical 
division of tlie State. To the great 


INDIA, as one of the critical ‘Third 
World’ countries, has received a good 
deal of attention from the major 
jiowiMs. One of the areas of this al- 
teiition is its intellectual and aiademie 
lile. The liioailer iinpliealioiis of this 
iiifi lienee have been discussed else- 
w'here, (including Philip G Altbach, 
"Edueation and Neocolonialism: Some 
Facts", United Asia, May-Jime 1970). 
The publishing of books and the sujj- 
port of journals plays an important 
rofi“ in the impact of wealthy nations 
on poorer ureas and this aspect deser¬ 
ves special attention. These notes, 
however, aie far from comprehensive 
and aie intended mainly to .stimulate 
thought on this key aspect of I[Kh,iii 
scliolarl>' and intellectual lile. For a 
general overview oi Indian publishing 
si'c Samuel Israel’s recent article in 
Quexi (January-February 1971). 

A iiuiiibei of journals piibli.sbed in 
India letH'ive direct or indirect support 
from foreign governments or intiuests 
w'hich may have some role in shaping 
their policies. The jounials siipjiorti-d 
until reei'iitly by the Congress tor 
Cultiiinl P're<-dom, China Report and 
Quest, are examples of non-Indian 
iiiiaiieial subsidies to Indian publica¬ 
tions. Of a different nature and some¬ 
what beyonil the scoix* of this aitiele 
aie magazines like Time and Neus- 
treek which have a wide circulation in 
India and clearly represent, rather 
broadly, a particular political stance. 
It lias often been said that some 
Indian-run magazines receive subsidies, 


embarrassment of Brahmananda Reddi, 
the Telengana Praja Samithi, which is 
nothing but a rebel Congress(R), .has 
taken a pro-Indim Gandhi posture. 
Feelers have been sent out to Indira 
Gandhi suggesting That the Praja 
Samithi will rejoin the Congress(R) 
provided certain political concessions 
are offi'ri'd to it. 

It is thus certain that a clash bet¬ 
ween Indira Gandhi and Brahmananda 
Reddi is becoming unavoidable. The 
fight might come out into the open 
at the time ol the 1972 State elections 
when Sanjivayya as Congress President 
is expected to play a big part on the 
Prime Minister’s behalf. His visit to 
Andhra Pradesh soon after becoming 
the paity President maiked the launch¬ 
ing of preparations for playing this 
role. 


either direelly or through such means 
as advertisements. Link, which is 
geiieially associated with pro-Soviet 
views, has been rumoured to receive 
outsidi’ fiiiaiieial siiiiiiort and its pages 
eoiit.uii large advertisements from East¬ 
ern I'airojic.iu and Arab governments 
and seuii-ollicial agencies. 

While theie is jirobably no way to 
elniniiate foreign .sii1isidis(‘d jounials 
w'lthui till' limitations of a commitment 
to (reedoin ol the Press, the impact of 
this iact slionlil be uiiilerstood. Not 
only are the views of foreign govern¬ 
ments often expressed in Indian journals 
without att:ilintion, but such magazines 
as Time and Netosweek may hinder 
the estalihshiiieiit of more comprehen¬ 
sive Indian pnhlications in this general 
area. 

Of more niiportanee to Indian aca¬ 
demic and intellectual life arc the 
vaiiiius pnhlishing programmes of 
ion igii governments in India, primarily 
the Aiiie;iean jirogramines which are 
the most iieivasive. Other countries 
also an- involved in the publication 
and distiiliutioii of books in India. 
Sovi t books, ustuilly of a technical 
iiatine hut on political themes as well, 
ail- av.iilalile at gieatly reduced rates. 
In addition, the Peoples’ Publishing 
House, which is controlled by the CPI, 
jniblislies books by Soviet authors, "rhe 
British Gumcil distributes hooks in 
India and also spon.sors cheap editions 
ol standard texts and classics which are 
available to students. Few of these 
books are on political themes. 


^Neocolonialism’ and Indian Publishing 

Philip G Altbach 
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There are basically two US pro- 
gran^tnes which affect publishing, the 
joint Indo-US textbook programme and 
the general book subsidy efforts of the 
US Information Service in India. The 
textbook programme is better known. 
Hundreds of book titles have been 
published under the textbook pro- 
gramtiie by various Indian publishers in 
most academic disciplines, although 
with an emphasis on the sciences. The 
basic idea is that Indian students 
should have available inexpensive edi¬ 
tions of textbooks originally published 
in the United States. The actual 
selection is done by an Indo-US Board, 
made up mostly of officials of the US 
Government and of the Indian Minis¬ 
try of Education. The programme is 
financed through American PL 480 
funds and the books issued are sold 
at a fraction of their US cost and at 
a lower cost than unsubsidised Indian 
textbooks. 

Laudable as scjme of the aims of 
this programme are, a number of nega¬ 
tive implications result from it. Of 
perhaps most importance, tlio pro¬ 
gramme inhibits the writing and pub¬ 
lication of books in areas in which an 
American subsidised book exists. Indian 
publishers iiiiiy find it difficult to com¬ 
pete with a subsidised book priced at 
eight or ten rupees when their own 
volume would cost double this amount. 
Indian scholars might also be inhibited 
for much the same reason. 

In the sciences, where the relevance 
of the material differs little according 
to national setting, there might be 
relatively fewer objections to tlie Indo- 
US textbook programme, but even in 
this area American books might not be 
suited to the syllabus of Indian univer¬ 
sities, to local laboratories or to the 
specific needs of Indian students. The 
problem is rather more serious in the 
social sciences, where national situations 
do matter Bird in which the bias or 
approaches of the authors are quite 
important. The difficulty for an Indian- 
written text in sociology, for example, 
in competition with an American book 
in the Indian market is a serious pro¬ 
blem. It means that Indian students 
will learn American sociology witli the 
ideological and geographical empha.ses 
of most US sociology textbooks. The 
same situation applies to other fields 
such as political science and education. 

Thus, the Indo-US textbook pro- 
grailtme has the result of inhibiting 
Indian textbook writing and publishing 
and also tends to limit some kinds of 
research. The programme creates an 


orientation in Indian tmfversfties toward 
US curricular and other models and it 
infuses US ideological assumptioirs into 
Indian academic life. Furthermore, 
many of the texts selected are out of 
date and no longer in use in the US. 
This means that Indian students get 
oiitiuoded knowledge which is also at 
times of limited relevance to their 
situation. 

The second aspect of American 
participation is even more serious. This 
is the subsidy of individual books of a 
general nature which are published in 
India and neighbouring countries. In 
the Near East and South Asia alone, 
a total of 2,000,000 copies of 511 books 
were published in the year ending June 
30, 1969. The books selected are simply 
given to various Indian publishers by 
tlie US Information Service, with no 
screening by any Indian agency, and 
arc subsidised by as much as 80 per 
c<mt of the cost of publication. The 
Indian publisher is free to sell the books 
as he sees fit, or even to throw them 
away. There is no indication in these 
books that they are subsidised by the 
United States Government. The choice 
of the books is significant. Many of the 
books are authorised (and uncritical) 
biographies of American leaders, from 
Abraham Lincoln to Richard Nixon. 
Others arc scholarly studies or commen¬ 
taries on various subjects which reflect 
a generally pro-American or at least an 
anti-eornniunist viewpoint. Titles such 
as Douglas J’ike’s hook on the Vietcong, 
Max Lemer’s "American Civilisation" 
and others are typical of this programme. 

This USIS i^iihlishing effort has many 
negative aspects. Material financed by 
the U.S Government and deesned to be 
favouiable to it is published in India 
without any indication of the source of 
the subsidy or the origin of the material. 
Thus, propaganda and educational 


material of the US Government appears 
in fairly .substantial quantities on the 
Indian market without attribution or 
label. The low prices of these books 
may give them an added circulation 
although it seems that the irrelevance of 
many of the US sponsored books and 
the. indiflerence of the publishers limits 
the sales. There is no doubt that the 
printing of these books uses up a share 
of scarce publishing resources and per¬ 
haps foreign exchange as well. 

The implications of foreign neocoloni¬ 
alism in Indian publishing are not of 
direct importance in any major way. 
Yet, those in India concerned with higher 
education, with intellectual life gene¬ 
rally, and with a growing but still fairly 
unstable publishing industry should give 
some thought to this matter. Is it advis¬ 
able to have an important aspect of 
higher education — textbooks — influ¬ 
enced to a substantial degree from out¬ 
side the country? Do the advantages of 
having inexpensive books available to 
Indian students outweigh the foreign 
orientation and other disadvantages in¬ 
volved? Should not foreign propaganda 
rlistnbuted or sold in India be clearly 
labelled as such? 

This note raises more questions than 
it answers, since decisions concerning 
textbooks and publishing involve com- 
irli’x issues of freedom of publisliing 
and intellectual inquiry as well as of the 
ullocation of resources. Yet, it seems 
that steps should be taken to raise the 
intellectual level and the commercial 
viability of Indian textbook and other 
.scholarly publishing, and to provide 
some clear guidelines in this area. With¬ 
out ilevelopiiieiit of the infrastructures 
of intellectual life, including an indep¬ 
endent and efficient publishing industry, 
improvement of education and of intel¬ 
lectual thought generally will prove 
difficult. 
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Asian Development Bank Meeting; 

Harish Chandola 


THERE is really less to write about thu 
fourth annual a)nfcrenee of the Board 
of Goveniors ol the Asian Develop¬ 
ment Bank (ADB), which concluded 
here on April 18, than about the poor 
performance of the Indian delegation to 
it, landed !)>’ the Finance Minister, 
Yeshwanirao ('iiavan. India is not a 
borrower at the Bank but is, on the 
other hand, the second largest subscriber 
to its liinds. The Bank’s funds from 21 
Asian countries amount to US S 624 
million of which .^93 million arc sub¬ 
scribed by India. This was the first 
Indian delegation headed by a minister 
that visited South-East Asia after the 
eh'ctions, which have certainly brighten¬ 
ed India’s image abroad and raised hopes 
that the country will now be able to 
play a confident role in international 
affairs because it now has a stable gov¬ 
ernment. Bangla Desh developments 
have also made people abroad look up 
to India with the hojie that it might 
play a lole that would help the East 
Bengali people in theii- hour of suffering. 

Singapore ri'porters therefore had 
gone to the airpoit to meet the Finance 
Minister with enthusiastic questions : 
What was India going to do to help the 
people of Bangla Desh? Could it help 
in stopping the caniage there? What 
were India's own plans to remove 
lioverty and unemployment? Chavan is 
well known abroad. People have read 
stories about bis ability, political support 
and the likelihood of his becoming the 
next Prime Minister of Inilia. But at the 
Singapore airport press conference he 
tailed to unswr questions. To some he 
mumbled answers luid to others he did 
not reply at all. Whenever a question 
on an economic subject was asked, he 
looked to 1 G Patel, Secretory in his 
Mini.stry, who was accompanying him, 
lor u reply. 

InsIU.AU CONVEBSAIION.S 

III' remained stiy (or was he sullen'?) 
throughout tile tbiee-duy .^DB confe¬ 
rence. 'I'lic conleri'iice had providetl him 
with uu occasion to meet Asian leaders. 
There wi’re 14 Finance Ministers attend¬ 
ing it and a number of top financial ex¬ 
perts and prominent bankers of the 
world. E.\cept of what he saw of them 
during the three morning sessions of the 
eonference, Chavan did not meet them 
infonnally cither at their hotel suites or 
over meals that leaders usually offer 


to each other at such conferences in 
order to get acquainted. 

Some Indian businessmen were, how¬ 
ever, in Singapore at the time of the 
ADB conference. These businessmen 
had nothing to do with the conference. 
But one found Chavan being invited by 
them for meals. There was the proprie¬ 
tor of a famous h^tel chain in India, 
now establishing connections with a 
hotel here, who was in Singapore when 
Chavan was here. And Chavan was his 
guest at a meal. Another businessman 
from western India was also here and 
he too had Chavan over for a meal. 
Then there was the agent of an Indian 
shipping line with whom the Finance 
Minister spent an evening. And there 
was the inevitable reception by the 
Indian High Commission where he spent 
another of his three evenings here sur¬ 
rounded by Indians. Other Aslan leaders 
were meanwhile meeting each other in¬ 
formally over lunches and dinners. Onei 
wondered why our Finance Minister 
was not with them? 

Economic diplomacy, one would have 
thought, was as vital as political diplo¬ 
macy. But at Singapore this time, India 
took absolutely no initiative, either to 
know what other countries were think¬ 
ing on issues besides those brought be¬ 
fore the conferenc'e or to share India's 
thoughts with them or even to project 
a new image of India of dynamism 
generated by the elections. 

BoimowiNC TO Lend 

Not a word of Chavan’s statement 
betorc the Board of Governors of the 
Hunk was printed in the local news¬ 
papers. lie was one of the early speak¬ 
ers on the second day. But copies of his 
statement were only available seven 
hours alter he had made it. Copies of 
statements of other leaders were avail¬ 
able the moment they got up to speak. 
The main points that Chavan made 
were covered by other leaders in state¬ 
ments made alter him, but since tho.se 
statements were available earlier, they 
were reported in the press. Why could 
the rather large Indian High Commis¬ 
sion here not put out our Finance 
Minister’s statement in time? Their an¬ 
swer wa,s that 1 C Patel was making 
changes in Chavan’s statement until 
the lust minute and so they did not have 
the time to prepare copies of it. 
WTnm one recalls the performance of 


the Indian delegation at the Common* 
wesdth Conference here in December 
last and the efforts it made to establish 
contacts with other delegations, the 
performance of the delegation headed 
by Chavan really appears most inade¬ 
quate. 

The big question before the Singapore 
meeting was how to increase the Bank’s 
funds so that it could increase its lend¬ 
ing to its Asian and Pacific member 
countries? There were only two answers: 
either the member countries increased 
their contributions to the Bank or the 
Bank borrowed in world capital markets. 
'The Bank did start borrowing In world 
capital markets, by issuing bonds of the 
value of US $ 16.4 million in West 
Germany, $ 5 million in Australia, $ 16.7 
million in Japan, $ 50 million in the 
United States and $ 9.1 million in 
Switzerland. 

But all these loans bear high rates of 
interest and when the ADB lends this 
money to its member countries it has to 
charge a still higher rate of interest. 
The Bank therefore has raised its rate 
of interest to 731 per cent. Only those 
countries which have a relatively high 
growth rale and per capita income can 
afford to borrow from the ADB at this 
high interest rate. Most Asian countries 
ate not in that category. Therefore 
much of the Bank's lending is to South 
Korea, Taiwan, Singapore, Thailand, 
the Philippines and Malaysia. 

Since the Bank has been established 
not merely as an ordinary lending in¬ 
stitution, but also to help the develop¬ 
ing nations, 10 per cent of its capital 
of US $ 1.1 billion has been earmarked 
as ‘soft funds’ for lending at low inte¬ 
rest rates of below three per cent to 
needy countries. The Bank’s lendings 
from its soft funds amount to USr $ 64.1 
million, while the lendings from its or¬ 
dinary funds, which carry the 7)4 per 
cent interest rate, come to US S 342.5 
million. 

Expensive Expeetisb 

Thu Bank has in its control yet an¬ 
other fund, the Technical Assistance 
Fund, to which contributions arc made 
by member countries. But these contri¬ 
butions ore tied to export of expertise 
from the country which made them. 
Expertise from the 14 non-regfonal 
members of the Bank (all of them Eu¬ 
ropean, except the US) is expensive. If 
the funds they contributed towards 
technical a.ssutance could be untied, 
the Asian countries would be able' to 
buy more expertise from their fellow 
Asian countries for the same amount. 
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E^orts were dierefore made at tbe 
Singapore conference to untie the Tech¬ 
nical Assistance Fund, but not enough 
support could be rallied to commit all 
the donors to untie their contributions. 

There was some support for the pro¬ 
posal that the Bank should start a scheme 
to refinance exports from its member 
nations to increase regional trade. Asian 
countries were mostly poor and not 
capable of pnividing long-term credits 
for their exports. The Bank, could, ac¬ 
cording to proposals for the scheme, 
make payments to the exporting country 


PERSPECTIVES—I 

Towards a Vietnam 


VIETNAMISATION of eastern India — 
including West Bengal, what was imtil 
recently East Pakistan, parts of Assam 
and Nagaland, and parts of Bihar, Oris¬ 
sa and Andhra Pradesh — is a i>oliticaI 
p^spcctive that has been discernible to 
the expert eye ever since 1966. The 
possibility has been dramatically brought 
into the realm of high probability now 
by a historical conjunction of events of 
which the most important are; the tri¬ 
umph of Naxalisni on the plane of ac¬ 
tions, the xjolarisation of the masses be¬ 
tween the Congress and the CPI(M) on 
the plane of legislative politics and, 
finally, the liberation struggle in Bangla 
Desh. Objectively, conditions have 
never been more favourable from a re¬ 
volutionary point of view. Of course, 
even the best revolutionary conditions 
may fail to produce a revolution if poli¬ 
tical leadership is either lacking or is 
set against a revolution. From the point 
of view of such subjective factors, con¬ 
ditions however are not at all good. As 
a matter of fact, they are dismal. 

The assertion that Naxalism has been 
triumphant may come as a surprise to 
many. Memliers, supporters and sym¬ 
pathisers of other Left parties have a 
vested interest in belittling the achieve¬ 
ments of Naxalism. The typical CPl(M) 
stance is to pretend that the political 
elements among the Naxalites have by 
now ^t exterminated or eliminated and 
those that are left are just anti-sodal 
elements pure and simple, hirelings of 
the police or the CIA. The typical 
CPI stance Is to exude a great deal ot 
sympathy for the idealistic but mlsguid- 
boys who, the CPI says, are soon 
going to take- to tbe CPI line. The CPI 


for the goods it exported and collect 
the price of the goods from the import¬ 
ing country after the number of years 
it needed to make the payments. 

India also wanted the wealthy, non- 
regional members of the Bank to an¬ 
nounce their contributions to the soft 
funds for the whole devdlopment decade 
of the 1970s, but no one seemed ready 
to do that. The US Alternate Governor 
of the Bank, John Petty, said his coun¬ 
try was suffering from “aid fatigue” 
and would be in no position to make 
long-term commitments. 


in the Ganges Delta 


can afford to adopt such big brotherly 
postures as the Naxabtes do not treat 
the CPI as worth fighting. The ofiBcial 
stand of both the CPI and the CPI(M) 
Is that the Naxalites do not constitute 
a major political force. That, however, 
has not been tbe view of the police or 
the administration, who have repeatedly 
admitted over a period of one whole 
year their failure to contain the Naxa¬ 
lites. Indira Gandhi knows that if a 
single party has to be named that has 
shaken the establishment in W Bengal 
to its very foundations it is the CPl(ML). 

The fact of the matter is that despite 
unprecedented police repression and des¬ 
pite the systematic manhunt that has 
been carried on by the police and the 
army, the Naxalites have steadily grown 
in strength and have spread their influ¬ 
ence far and wide in different parts of 
the eastern States of the country. The 
fjucstion is very often asked, “What af¬ 
ter all is the Naxalites’ hold over the 
peasant masses? They have not been 
able to liberate a single village, have 
they? Have they not been hounded out 
of even Debra and Gopiballavpur?" 
True, there are probably no liberated 
villages in the proper sense of the word: 
there cannot be, given the nature of the 
terrain in the region. But the undeniable 
fact that hundreds of Naxalites are get¬ 
ting shelter in hundreds of villages 
does indicate something about the type 
of relationship they have been able to 
establish with the rural masses. 

The latest line of action that is being 
followed by the CPl(ML) is that of rifle 
snatching. Rifles are being snatdied 
every day all over the State — from 
members of tbe ordinary constabulary. 


the armed police, as well as tbe various 
security services in civil employment 
By any conservative estimate a few 
hundred rifles have now gone to the 
secret arsenal of the guerillas. Not one 
has been used in action anywhere by 
the guerillas up till now. 'This means 
that the guerillas are 'Waiting for a cri¬ 
tical minimum to be reached before 
starting action on a plane higher than 
the knifing of individual police officers 
— on the plane of active combat with 
the armed forces. Rifle-snatching as an 
action is much less conspicaious than 
the killing of important personages. As 
such, the current phase of activity Is 
giving rise to a false air of lull, ff not 
of a setback in Naxallte activities. As 
a matter of fact, struggle at a much 
higher level is in the ollfeg. 

While tHs-a-tHs CPI(ML) Indira Gan¬ 
dhi is doing whatever a determined and 
clear-headed leader of the establishment 
would do, her dealings with the GPI(M) 
.suggc,sts that even a genius in politick¬ 
ing can fumble and make errors that 
can prove fatal. The Lady Machiavelli 
that she is, it was expected that Indira 
Gandhi would invite and help the 
CPRM) to form the government in 
West Bengal. Tliis she could have 
achieved without any difficulty, since 
the CPRM) was all too ready to enter 
the trap by as.suming power under any 
conditions. Indira Gandhi could have 
given the CPl(M) the same poisonous 
embrace of viiha-kanya as .she gave to 
tlK! CPI in Kerala and could have re¬ 
duced it to the same impotence. ■ Once 
in power, the CPI(M) woidd have ra¬ 
pidly lost credibib'ty vlt-a-vis its mass 
supporters by, failing to do anything 
about the catastiophic economic pro¬ 
blems of the State, in particular its un¬ 
employment problem. It would have 
lost all claim to being a revolutionary 
party after setting the police to exter¬ 
minate the Naxalites. Holding on to 
power for its own sake, the CPRM) 
would have been sliced, buttered and 
swallowed by the Congress in the same 
way as the CPI has already been dealt 
with. But by keeping CPRM) out of 
power, Indira Gandhi has revalidated 
the party’s revolutionary claims. The 
CPRM) can now rightly boast of being 
the only party of which every other 
bourgeoi.s or revisionist party is afraid, 
the only party of opposition to Indira 
Gandhi not only in West Bengal but in 
the whole of India. 

It is not just a matter of image. True, 
the CPRM) hiadership is completely at 
a loss as to what to do now that it has 
not been able to come to power. True, 
the CPRM) leadership, while it talks of 
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mass actions, has nut the inclination to 
do anything outside the legislative as¬ 
sembly. But the rank and file of the 
party and its mass supporters are not 
going to wait patiently for yet another 
election. They are going to become 
restive. The disillusioned will fall off 
— some to the Right, to join the Con¬ 
gress, some to the Left, to become 
Naxalitcs — and this falling off is not 
going to be of a marginal character. 
Siniultanroiisly, those who will remain 
with the party will increasingly resort 
to disniptionist agitations. All in all, 
the net result would be to strengthen 
the guerilla forces that are getting or¬ 
ganised. Disruptlonist agitations are not 
ne.w in the State, but .surely they will 
become qualitatively different when the 
hord&s of CPl(M) supporters lose faith 
in the impotent parliamentarianism of 
their leaders and take to direct actions. 
There is nothing Indira Gandhi would 
be able to do to curb these increasingly 
violent demonstrations since her boys 
are not in a position to do anything 
more about poverty and unemployment 
in the State than the CPI(M) would 
have been. She has also not served her 
interests be.st by using the Chief Minis¬ 
ter’s post to brit)e the one person in 
West Bengal who is increasingly being 
regarded by the people of the State as 
a buffoiin who, like a child stretching 
out his arm fur the largest piece of 
sweet, is forever eager and ready to be¬ 
come the Chief Minister, even when his 
party manages to get only two or three 
scats in the Assembly. 

D<x>n to UEvoLimoNAniES 

The post-election situation in West 
Bengal is thus excellent; the CPI having 
finally eoniinitled .suicide by throwing 
to the winds all class analysis and sup¬ 
porting a Ciingiess government as being 
more progressive than a CPI(M)-led 
goveniment would have been and other 
similarly placvd nnisancc-vuluc parties 
like the Foiward Blue having been forc¬ 
ed into a corner to avow their true class 
character, tlic field is now left open for 
a confrontation between the forces of 
monopoly capitalism represented by 
Indira Cundhi on om’ .side and the peo¬ 
ple at luige on the other, circumstances 
forcing the rank and file of the CPl(M) 
to join the struggle on the side of the 
Na.xalite guerillas. 

When things ate so elcai'ly poised, 
the’ war of secession of East Bengal ar¬ 
rives as a boon to revolutionaries on 
either side of the Ixirder. No doubt the 
movement across the border is of na¬ 
tional liberation, but that is exactly 


what makes it so important for providing 
the soundest and broadest possible basis 
for a communist guerilla warfare. What 
is of supreme imiiortanoe about Bangla 
De.sh is that there the entire state ap¬ 
paratus has cracked up under die pres¬ 
sure of a mass revolt of an entire peo¬ 
ple who have taken up arms. This in¬ 
deed is a people’s war even if the lead¬ 
ership at present being provided by the 
Awami League is national bourgeoisie. 
It is upto the extreme Left to seize the 
leadership of the insurrection and turn 
it into a communist one. Whether the 
extreme Leftists can capture the lead¬ 
ership or not, there esm be no doubt 
that conditions are going to be increas¬ 
ingly favourable for guerilla operations; 
and not only for those of East Bengal 
but also for those of West Bengal. As 
a matter of fact, from now on the bor- 
di-r is going to prove of great advantage 
to all guerillas. Even under the condi¬ 
tions prevailing before, the two Bengals 
had to be taken together for any revo¬ 
lutionary strategy: there was no parti¬ 
cular reason to fight one state power 
rather than the other, the people in 
West Bengal and in East Bengal being 
the same p'eople. But the identity of 
interest and the common goal apart, 
could any guerilla on either side of the 
border have wished to have any better 
.shelter zones than the whole, of East 
Bengal for West Bengal guerillas and 
the whole of West Bengal for those of 
East Bengal? The fact of the occui)a- 
tion army in Bangla Desh being on hos¬ 
tile terms with the Indian army would 
prevent the two annies from collaborat¬ 
ing to the fullest extent in hunting their 
respective guerillas; but there is every 
reason for the guerillas to fully co-oper¬ 
ate among themselves. That is, the border 
will exist as a hindrance for the hunting 
armies, but will disappear whenever a 
guerilla wants to cross it. 

Can there be any doubt tliat it is 
this political perspective of West Ben¬ 
gal guerillas getting a huge hinterland 
ill East Bengal to take shelter as well 
as to collect amis from, which is one of 
the main political reasons for Indira 
Gandhi to drag her feet on the recogni¬ 
tion of Bangla Desh? Of course, there 
arc other international complications to 
worry her. She has not been too keen 
to give a handle to Pakistani propagan¬ 
da that the Bangla Desh revolt is some¬ 
thing of India’s engineering. .41.so, she 
cannot hell) anticipating and worrying 
about an independent and recognised 
Bangla Desh exercising a great attrac¬ 
tion over a large section of Bengalis of 
West Bengal to take the latter sdso out 
of the Indian Union to form some sort 


of a union with Bangla Desh. But she 
knows that the tendency of West Ben¬ 
gal to pull out of the Indian Union.and 
towards Bangla Desh will not be just a 
nationalistic one; it will inevitably be 
associated with a strengthening of ex¬ 
treme Left forces. She knows that 
whatever be the ideological colour of 
the Awami League now, it is a danger¬ 
ous thing for an entire i>casant people 
to get armed and get actively Involved 
in a liberation struggle. She knows 
from the lessons in history she got from 
the letters her father wrote to her when 
she was a child that the leadership of 
peasant masses armed with rifles Inevit¬ 
ably goes to those who know how to 
use rifles, against whom to use rifles and 
for what purpose to use rifles. She 
knows that every single rifle being used 
by Bangla Desh forces now against the 
Pakistani army might any day cross the 
border and get used against the Indian 
army. Therefore, she must think seve¬ 
ral time.s before supplying arms to the 
Bangla Desh army; for the same reason 
she is not too keen to recognise Bangla 
Desh. 

Through Blood and Fme 

By Vietnamisation of a region we 
mean an indefinitely extended period of 
non-defeat of both the armed forces of 
the state and the guerillas. Unless 
there is very strong pressure by Ameri¬ 
ca and the Soviet Union on Pakistan to 
withdraw its army, it is unlikely that the 
Bangla Desh forces can militarily defeat 
the superior armed forces of West Pak¬ 
istan. On the other'hand, all the jet 
planes and tanks of the West Pakistani 
army cannot win a war in which the 
enemy forces include practically every 
single citizen of East Bengal. There 
have been very rare instances ,in his¬ 
tory when an entire people have been so 
roused by nationalistic feelings against 
a common enemy. It may be recalled 
that the non-co-operation movement prior 
to the beginning of the destruction, at¬ 
rocities and mass killings by the Pakis¬ 
tani army was more successful than any 
such movement launched at any time 
anywhere in the world. It was certain¬ 
ly more successful than the movements 
launched by Gandhi in India ever lyere. 
True, the ina.s.ses of East Bengal are not 
used to fighting modern armies, but the 
present trial itself is going to impart 
that education through blood and fire. 
The soft clay of the Ganga-Padma- 
Meghna-Sunderbans delta is going to be 
burnt into the same hard metal of which 
have been made the soldiers of Algeria 
and Vietnam. 
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Rage, Rage against the Dying 
of the Light! 

G P Deshpude 


A LEGEND has it that when the news 
of the French revolution reached the 
Maratha Court in Poona, the Peshwa 
asked of his chief minister what it was 
all about. The chief minwter promptly 
replied that some barbarians from across 
the .sea had killed their monarch but 
the Peshwa need not worry. It would 
seem that the reaction of the establish¬ 
ment in this country to the war in East 
Bengal is not cjualitatively different. 
The Bengal Mukti Fouj is, of course, 
not described as a bunch of barba¬ 
rians. Their bravery, tenacity, courage 
and will to fight are all appreciated in 
full measure. Unlike the Poona Court, 
the Delhi Court in fact passed a 
solemn resolution of sympathy and 
support. However, the accent has all 
ukthg been on caution, circumspection, 
reliictaiicc to lommit — .rs though 
th<’ wai were going on .somewhere in 
Latin America or Africa. The entire 
approach to this pioblcm has been one 
of looking for precedents, anxiously 
awaiting sup<‘r-powcr postures. In 
short, it IS as if the war in East Bengal 
has htH*n just one more case of a civil 
war where the (Jovernment of India 
has been calleil upon by circumstances 
to take a position. 

Indeed the indifference which is 
euphemistically called caution and care 
has been remarkable. It seems to have 
escaped everybody's attention that we 
as a nation are on test. Even the events 
of 1962 and 1965 had not raised such 
fundamental issues intimately connect¬ 
ed with our very existence as the war 
in Bangla Desh has. And yet the Indians 
are playing it real cool. While in 1962 
Jawaharlal Nehni was rethinking about 
the entire gamut of his foreign policy, 
lamenting over “the unreal world" in 
which “we lived", in 1971 Indira 
Gandhi has left for a holiday in Simla! 

The Prime Minister was probably 
right when she told the agitated Lok 
Sabha that strong words do not always 
help. Indeed, very often they do not. 
But she has yet to demonstrate that 
moderate words do. However, the issue 
is not one of strong or moderate 
words. It seems doubtful whether we 
have grasped what the Bangla Desh 
phenomenon means to us. 


I 

The situation in Bangla Desh is tak¬ 
ing a predictable course. A party like 
the Awami League which never believ¬ 
ed that it would need the barrel of a 
gun to establish its right to come to 
power has been forced to fight a war. 
A painful, long process has begun. No 
early end to this war is in sight. Soon 
the fighting will take on all the feature.^ 
of guerilla warfare. At the moment 
the picture is not very clear, but cer¬ 
tain elements in the situation have be¬ 
come quite obvious. 

On the one hand, there is the mili¬ 
tary side composed of the East Pak- 
isun Regiment, the East Pakistan 
Rifles, Police, Miijahids and Ansars. 
On the other hand there are the 
Sangrcun Samitis who look after the 
political work. There is little evidence 
of any co-ordination between the two. 
So far, one gathers, the fighting men 
have been rather apolitical in the sense 
that apart from the ideology of sove¬ 
reign, free Bangla Desh, they do not 
seem to profess any ideology. The 
situation in the Sangram Samitis seems 
to be different. Their slant is evidently 
leftist. Once a full-scale guerilla war 
is on, politics has to take command. 
A likely result of this is going to be 
(if it ha.s not already happened) the 
decimation of the Awami League lea¬ 
dership so that over a period of time 
we may find that the people whom 
everybody here has been describing a.s 
Mujib’s supporters may be somebody 
else’s supporters. 

But this process is going to be a 
long and bloody one, with India 
watching with folded hands. I am not 
arguing against a particular kind of 
leadership. The point at issue is whe¬ 
ther it is in the interests of our .society 
that this change should occur only 
after a long ordeal of violence and 
bloodshed. It is certainly not in the 
interests of Indira Gandhi’s Govern¬ 
ment. What is infinitely worse is that 
while such changes occur and take root 
in the Bangla Desh soil the Govern¬ 
ment in New Delhi may find itself on 
the wrong side of history. In other 
words commitment is not enough (and 
even that is lacking), it has to be at 


the right time with the right ob^ctives. 

One would not have probably 
thought of these possibilities, had it 
not been for the role, however small, 
we are playing in Ceylon. This must 
be the first time that India has given 
military assistance to a counter-insur¬ 
gency operation. We are joining an 
esteemed company! Without going into 
the details of our Ceylonese involve¬ 
ment, it is quite clear what kind of 
operations we have promptly assisted; 
that, too, when Ceylon is letting Pak¬ 
istani equipment pass through Colom¬ 
bo. It might sound far-fetched today 
but it certainly can’t be ruled out that 
in the event of a “wrong” leadership 
taking over the Bangla Desk movement 
we may suddenly find ourselves in the 
opposite camp. There are many coun¬ 
tries, some of them our patrons, who 
have had this not-very-envlable ex¬ 
perience. 

n 

This kind of error is likely to be 
made because an important aspect of 
the Bangla Desh movement has been 
ignored. The movement is not exclu¬ 
sively based on Joi Bangla sentimenta¬ 
lism. Whatever be the character of 
the present leadership of the move¬ 
ment, it is basically a radical move¬ 
ment with an economic content. The 
very admirable slogan of Sonar Bangla 
might have obscured the issue for a 
while (and our middle class intellectu¬ 
als have contributed to that): but it 
cannot remain so for long. The Bangla 
Desh movement has radicalised the 
politics of the .subcontinent. 

It does not seem that in our 'cir- 
cum.spection*’ in looking at the civil 
war in Pakistan this aspect so vital to 
the political health of this country has 
been grasped. Bangla Desh is still a 
foreign policy problem. Pakistan and 
this country are like Siamese twins. 
Therefore developments in Pakistan 
are linked up with our very existence. 
In any case, the 1971 elections and the 
mandate for ‘Garibi Hatao’ and things 
of that sort have put a responsibility 
on this Government to throw in its lot 
with this radical movement. The day 
of reckoning of this Government may 
not be far off. It is necessary to avoid 
a very narrow view of the Bangla 
Desh movement a.s a movement only 
of autonomy and Bengali nationalism. 
In fact, some hesitation on New Delhi’s 
part springs from the fact that it does, 
in fact, take such a view. 

This is unfortunate for this is one 
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occssion when we can make Bangle 
Desh a focal point of the new direc¬ 
tions we have been wanting to intro¬ 
duce in our politics. Again the only 
people who have really attempted to 
do this seem to be the ‘Naxalites’ who 
have thrown themselves into the strug¬ 
gle. As for the rest it has meant very 
little more than singing Sonar Bangla 
and talking about the "epic .struggle” 
that is going on there. Our tradition 
of supporting other peoples' struggles 
is very long! From Vietnam to Bangla 
Desh wc have applauded revolutions 
everywhere (and done nothing more). 
Revolutions should begin in other 
people’s homcsl 

The tragedy of the complacent ones 
is that Bangla Desh is not exactly 
"other people’s homes’’. Some people 
have cited the Soviet Union’s role in 
Algeria and commended it to us. 
Some others have appealed to our 
weakness for stability and security. In 
other words the news media in this 
country have almast succeeded in 
making the Ihingla Desh i>roblrm, as I 
have said above, essentially a foreign 
policy problem (with the liberty to sing 
Sonar Bangla and Naznil Geeti to most 
of us). One example of this is the 
controversy over recognition of the 
provisional government. 

DoMCsnc. I'oi.i iiCAi. Gommitmknis 

Our legal experts have gone into all 
the ni'cossiiry prcroiiiii.sitiw of ’recog¬ 
nition’ like state, territory, government 
and what have you. Their European 
(more specifically, Anglo-Saxon) train¬ 
ing has taught them all these criteria. 
What the Anglo-Saxons (and there¬ 
fore our experts have omitted from 
their consideration is n very bla¬ 
tantly political fact of post-war 
history — that the issue of recc^ition 
is inseparably linked up with domestic 
political commitments. It is domestic 
political commitments, among other 
considerations, which make North 
Vietnam recognise the South Vietna¬ 
mese Provisional Revolutionary Gov¬ 
ernment. The same is true of China's 
recognition of Prince Sihanouk and his 
Government. In other words, you grant 
recognition not on the consideration 
whether the future course of events 
will sustain your act but because you 
want to sustain a particular movement. 
The act of recognition, therefore, is 
an act of commitment. In recognising 
Bangla Desh you would recognise your 
own commitments and resolve to .stand 
by them. Presumably the Anglo-Saxon 
text-books do not provide for such pre¬ 
requisites and that settles the issuci 


lU 

Then there is our weakness for the 
postures of the super power. Our pat¬ 
rons in Moscow and Washington may 
have their own views and we cannot 
afford to put ourselves in a position 
at variance with theirs! After a very 
long time it looked as if this country 
had got an opportunity to take the 
initiative in its own hands. Once again 
the voice of India could have become 
a voice of freedom and equality. But 
we do not seem to be sure of the 
voice of America! It was not long ago 
that our Prime Minister spoke of ‘neo¬ 
colonialism’. It could not have been 
more ably demonstrated than by our 
efforts to keep on the right side of 
the Soviet Union and the United 
States. It is almost taken for granted 
that we must state our position on 
this issue only after Moscow and 
Washington make up their minds. It 
would be difficult to find another 
example of a country so pathetically 
dependent upon the super powers in 
making up its mind on a liberation 
war right in its midst. 


The favourite argument, of course, 
is that if we become more vocal (let 
alone active) it would be embarrassing 
to the Bangla Desh leaders. It is really 
an irrefutable argumentl By the same 
token the Chinese and the Russians 
should not have been involved in 
Vietnam on such a large scale as they 
have been! For it would be embarrass¬ 
ing to Lao Dong Dang (the Vietnamese 
Communist Party). The same would be 
true of the Vietnamese in Laos and 
Cambodia. Fortunately, they do not 
have the all-knowing intellectuals to 
advise them. All this sophistry really 
boils down to rationalisation of our 
timidity, weakness, directionlessness 
and almost incurable dependence on 
the super powers. We have lost all 
initiative. The Bangla Desh movement 
has given us one more opportunity to 
get out of this despair. All that one 
can say is. in Dylan Thomas's words. 

Do not go gentle into that dark 
night 

Rage, rage against the dying of the 
lighti 
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THE FOURTH ESTATE 


Liberating the Press 

Nireekshak 


HOW many times have we not heard 
all this before? The Press is ‘divorced 
from the people’; the Press Is an urban 
monster; it is a ‘jute press’, etc, etc. 
While repeating all these familiar char¬ 
ges the other day, the new Minister of 
State for Information, Nandinl Satpathy, 
added one or two highly ‘professional’ 
observations of her own. Journalism was 
languishing under outmoded concepts 
and ‘the tyranny of old journalistic 
techniques’, .she said. One of the con- 
ts'pts that needed to be ‘liberated’ was 
the concept of objectivity which ‘elevat¬ 
ed the influence of fools to that of wise 
men, the ignorant to the level of the 
learned, the evil to the level of the good’. 
And how does one go about it? "Journa¬ 
lism”, the Minister urged, ‘‘must be 
freed from the so-called scoops, from 
deadlines and from startling narrative 
Jorms.” 

Well, for anyone so obviously skating 
on very thin ice, that is a very tall order 
indeed to give. Whatever the official 
view ot the nature of good and evil 
may be, and however bureaucracy may 
determine who may be a fool or who 
a wise man (the Minister’s speech-writei 
has provided no clue to official think¬ 
ing), it is probably best to leave fools 
and wise men to their own various de¬ 
vices. About journalistic techniques, no 
newspaperman with a nose for news can, 
or should, be persuaded against trying 
to be first with the news — which is 
what a scoop means to the journalist, 
bow(fver politicians who find themselves 
on the wrong side of a ,scoop may inter¬ 
pret it. Doing away with deadlines may 
be a highly desirable thing, philosophi¬ 
cally speaking, but in a fast moving 
world when new.spapers have to be 
made available to readers by a particu¬ 
lar time of day, everyday in the case of 
dailies, deadlines are unavoidable. Press 
times, unfortunately, are not as flexible 
as the time targets of the Five-Year 
Plans. As for the ‘startling narrative’, 
whatever that may be, its impact on the 
leader must necessarily depend on how 
pleaaaady or unpleasantly he is startled. 

In any case, these are matters which 
fall within the exclusive professional 
jurlsdictkm of newspapermen and, while 
ministers and readers are certainly en¬ 
titled to make suggestions for change 
and improvement, they are best left to 
journalists themselves to change and 


adapt as circumstances warrant. Even 
a ciir.sory look at newspaper files of the 
last two decades will show that styles 
and techniques and, yes, even deadlines, 
have changed and without any official 
prodding. They are bound to change 
again. In the ultimate analysis, the 
pi ess only reflects the state of the so¬ 
ciety it serves and it is worse than usc- 
le.ss to seek ;i change in the nature of 
the press without simultaneously seeking 
a change in the nature of society. What 
is more, when Ministers talk of the 
‘Press’ in this iashion they are usually 
thinking of the Engli.sh language press 
which, by force of history and circum¬ 
stances, has come to be regarded as the 
national press. It is ignored, however, 
that in a country where English is 
spoken and understood by less than 
three per cent of the population, and 
where this three per cent again tends to 
be concentrated in the urban areas, the 
English language press is bound to be- 
eonie, what I have described before us, 
an "elitist press’ — though this does not 
necessarily mean that it is ‘divorced’ 
Irom the people. The shortcomings, 
professional and other, of the press 
are many and this column, certainly, 
has not sought to hide them, but it is 
doubtful if they can be removed by min¬ 
isterial fiat. 

There seems to have been little com¬ 
ment so tar on the Minister’s startling 
oliservalions. Only Indian Express has 
sought to rebut what it has called “a 
bogus charge”. And it is not profes¬ 
sional aspects of the Minister’s criticism 
that have weighed with the Express edi¬ 
torial writer. He was more concerned 
to show that if the press had failed cor¬ 
rectly to anticipate the extent of the 
Congress(K)’s victory in the elections, 
everybody else including "Mrs Gandhi 
and her imrty managers” had done so, 
t(K). It was therefore "arrant nonsense” 
to say that the press was "divorced 
from the people”. The Congress(R) 
alter all got less than 50 per cent of 
total votes cast. “Mrs Satpathy’s real 
complaint”, the paper suggested, ‘‘se.ems 
to be that the bigger newspapers, with 
a few exceptions, refused to put out 
biased reports slanted in favour of her 
party.” 

When politicians presume to lecture 
the press on ‘‘impartial and objective 
Loverage” of news, as Katunanidhi did 


not so long ago, they are usually show¬ 
ing little more than tlieir impatience 
with, or intolerance of, newspaper cri¬ 
ticism of themselves, their parties or 
their governments. However, as Hindu 
pointed out (F<“bruary 24) in answer to 
the Tamil Nadu Chief Minister’s charge 
of unfair reporting, “a free press can 
hardly he expected to be a committed 
press, blindly singing praise of a gov- 
emiiH'nt that has been put in power only 
to serve the people”. A “responsible 
press", Hindu went on to comment, 
"has the perpetual role of a constructive 
critic” and those "whose business is po¬ 
lities” should realise it. "That role 
gets extinguished only in one-party die- 
t.itorships with their committed mouth¬ 
pieces.” A similar sentiment had been 
expressed by Searchlight (February 13) 
when it condemned the attack on the 
Gujarati daily, Vratap, of Surat by cer¬ 
tain supporters of the Congress(O) for 
its having "piililished a factual account 
of the goondaisin re.sorted to by the 
supporters of the Congress(O) at the 
time ol the arrival of Cordhandas 
Chokliwula . Referring also to the 

attack on the Assam Tribune and the 
I’TI office in Cauhati at alxiut the same 
time, Senre/i/ig/it said It was a “criminal 
ai'tion” to attack newspapers for doing 
nothing inoix' than “faithrully serving 
the public purpose of reporting .. 

If all this gives the impression that 
the press and the Government arc al- 
wav's at loggerheads, the press reaction 
to the latest newsprint policy may help 
to conerf the impression. “The new 
newsprint policy”, wiotc Indian Express, 
"is certainis an improvement on the old 
one.” Newsp;ii)ers would no longer be 
compelled to use white printing paper 
and this was "a ilistinct gain from every 
point of view”. However, the paper 
added, this policy of "liberalisation de¬ 
served to be carried further” by remov¬ 
ing the existing restrictions on "circula¬ 
tion growth”. The “arbitrary formula” 
ol “pemiissible growth” announced by 
the Government "makes little sense". 
According to the paper, the larger 
newspapers “are able to give their read¬ 
ers better value for their money than the 
smalb'r newspapers” and .so there was 
no point in adopting a formula which 
"hampers the normal growth of the 
press without in any way helping the 
smaller newspapers to give their read¬ 
ers a better product". Hindu noted 
likewise that "the press has cause for 
some gratification that this year’s news¬ 
print baby is somewhat healthier than 
those of previous years". 
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REVIEWS 


Traditionalism — A Panacea 
for Marital Adjustment? 

Neera Desai 

Marriage and the Working Woman in India by Promilla Kapur; 
Vikas Publications, Delhi, 1970; pp 444; Rs 75. 


THE .<{tatiis of Indian women has 
drawn the attention of many social 
workers and scholars during tfie last 150 
yean. The British rulers, through their 
economy, polity and educational expe¬ 
riments and new value systems affected 
tla* position of Indian women funda¬ 
mentally. .Social reformers and politi¬ 
cal thinkers of the 19th century seasi- 
tised India about the inferior status of 
women. Gandhi’s political programme 
for women and their participation there¬ 
after, led to a n(‘w approach among 
scholars on th<! problems of women. 
Some pre-independence scholars strug¬ 
gled to locate the p<*riods m Indian his¬ 
tory wlu-n women were esteemed. They 
discovered an ideal Vedic period when 
intellectual brilliance was achieved by 
women like Gnrgi, Atreyi, Ghosha and a 
few others. 

There svere also scholarly works which 
tried to describe women’s status as it 
prevailed during the Briti.sh period and 
also projected some interesting material 
which emphasised the need lor improv¬ 
ing their status. However, scholars at 
this stage were rarely concerned with 
the implications of the new role which 
women were expected to perform as a 
consequence of their emergence in pub 
lie life. These scholars were essentially 
examining the institutional hurdles like 
purdah, age of marriage, lack of educa¬ 
tional opportunities, absenw of prop«*rfy 
rights or of divorc<‘, which were looked 
upon as ('onstraints on the lives of wo¬ 
men. This is understandable because vocal 
se^ctions among women belonging to the 
upper and middle classes were still not 
much involved in i-conomic activities. 
This can lu> descrila'd as tlie first phase 
of studies on Indian women. After In- 
dependeiici*. as a consequence of the 
new opportunities given by the econo¬ 
mic plans of the Ckivemment and vari¬ 
ous other factors, the number of educat¬ 
ed women taking various jobs outside 
the home has markedly grown. In fact, 
DR Gadgil has rightly indicated the 
trend by stating that "Tlie main recent 
change is the widening of the scope of 
employment of women in Government 
services, business and the professions". 


.\ll these fields require education as a 
major qualification. When middle-class 
educated women started going out to 
earn it was a new experience for the 
community. 

New Fckiai. Point 

'Fhe traditional norms with regard to 
the duties of husband and wife had to 
he viewed in a new context. The. impact 
ol rmployuient of women on marriage, 
children and family stirred up new spe- 
cnl.itions. The new role of women un- 
douhtedly affected the pattern of fami¬ 
ly life as well as the inter-personal re¬ 
lationship among members of the fami- 
Iv This new feature of women’s lives 
slowly began to he the focal point of 
some schobirs, thus u.shering in the se¬ 
cond jihasc of studies on the Indian 
svoman and her problems. The atten¬ 
tion ol scholais slowly shifted from des¬ 
criptions of women’s status through his¬ 
tory ami the institutional hurdles pie- 
veiiling their wider participation, to ex- 
aininiiig the various consequenci's of a 
woman’s new multiple roles. This sen¬ 
sitive area has evoked a lot of impres¬ 
sionistic, .sensational and joumali.stically 
juicy inateri.il. However, it .should be 
noted that the subject is gradually in¬ 
spiring scrums studies also. A few un- 
piiblisheft dissertations and published 
works on attitudes and opinions of edu¬ 
cated women, their new role, tlieir role 
perception and their role-conflict are 
available (c g, Rama Mehta, “The We.st- 
em Educated Hindu Women”; C A 
Hate, "Changing Status of Woman”; 
Runadc and Bairmchandian, “Woman 
and Employment”). But it must be 
acknowledged that studies on these as- 
jK-cts are still extr»-mcly limited. 

Promilla Kapur’s work therefore 
stands out as a very laudable contribu¬ 
tion in this comparatively uncharted 
field, tackling the issue in a serious 
scientific manner. Her work falls in 
the second category of studies which 
are giadiially being developed in India. 
It attempts to examine the situation of 
working women in three dimensions, viz. 
education, marriage and work. The author 
rleserves to be congratulated fully for 


entering this relatively unexplored area 
of study and unfolding the complexities 
involved in this role performance. The 
reviewer shates the appreciation whicdi 
the author has received for highlighting 
the problem of marital adjustment re¬ 
quired by educated working women. 

The problem of marital adjustment 
has aerjuired new urgency because the 
number of educated middle-class mar¬ 
ried women going in for employment is 
likely to increase in the near future. 
These women have to continue suffer¬ 
ing the strains of the tensions arising 
out of new responsibilities which con¬ 
flict with the still prevailing mldd]e-clas.s 
normative pattern concerning a woman's 
role. 

The author attempts to examine ma- 
joi (jiiestions confronting this category 
of women. What is the impact of wo¬ 
men’s employment on marital adjust¬ 
ment? How far does the type of job and 
income of both the partners influence 
marital relationships? How do circum¬ 
stantial factors like hours of work, du¬ 
ration of service and facilities in house 
work iletermine maritaf adjustment oi 
maladjustment? How features like fami¬ 
ly composition, nuinher and age of 
children, attitude of the husband to¬ 
wards wile’s employment, degree of 
new role perceptions by husband and 
wife, make or mar married life? The 
author thus examines a very wide field. 
From her findings she attempts to pro¬ 
vide clues as well as policy for action 
to grapple with thc.se problems. 

The author has divided her study into 
four jrarts. The first part is devoted to 
exposition of the conceptual framework, 
approach and method of study. The se¬ 
cond part deals with the description of 
the sample and analysis of quantitative 
data. The third part, which is the ma¬ 
jor contribution of the author, is a nar¬ 
ration of case .studies. The final part 
presents the conclusions emerging out 
of both quantitative and qualitative 
analyses. 

The aim of the study has been clear¬ 
ly stated as "di.scovering and analysing 
factors that contribute to maladjustment 
or adjustment in marriage of educated 
working women and seeks indirectly to 
finil out ways of harmonising the in- 
crea.sing need of educated Indian' wo¬ 
men for achievement and self-expres¬ 
sion on the one hand, and their pressing 
economic need, on the other, with the 
call of their duties towards their bus- 
bands, homes and children”. 

Since the author is primarily- inte- 
resterl in the marital adjustment aspect. 
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she initially defines marital adjustment 
us "an overall feeling in the husband 
and wile of happiness and satisfaction 
with their marriage and with each 
other”. At the end of the study, how- 
cwer, she redefines marital adjustment 
as "that state of hushand-wife relation¬ 
ship which is characterised by compati¬ 
bility of their attitude and personality 
traits, spirit of accummodation with a 
tendencs’ to resolve conflicts, fulfilment 
ol their marital expectations, and a 
leeling ol happiness and .satisfaction 
with marriage and with each other". 
I’romilla Kapur who has training in 
both sociology and iisychology, tries to 
understand the problem from both an¬ 
gles. Sh«‘ uses two techniques, the 
structural interview and the case study, 
to gauge the quantitative as well as 
(piulitative dimensions of the educated 
euniing svoniun and her marriage. 

Unlike some other .uithors on a simi¬ 
lar theme, r’ronulla Kapur explains her 
methodology in all its intricate details. 
For purposes of her sample, an earning 
married woman is defined as one who is 
educated at least up to matriculation or 
.SSC level, is engag«-d in jobs siieh as 
teaching, olliee work oi medical work, 
I'ariis moie than 100 lupees per month 
as salary and is between 20 to 50 years 
ol age The author was successful in 
selecting 300 educated working women 
to fit the above iiieritioiied criteria. 
Having located the sample she then e,\- 
lunined theii marital relationships. The 
.iiithor hersi'lf reeogni.ses the limitations 
ol hei sampling method and also ack 
nowledges that it is not a repiesenta- 
live sample She makes good use of 
the ‘marriage adjustment form’ con¬ 
structed by Burgess, Cottrell and Wal¬ 
lin, which is modified by her to suit 
Indian conditions. Apart from hei skill 
III using this s^iphisticated method to 
measure maiital adjustment oi malad¬ 
justment, the author has unfolded the 
bizarre aspects of overtly happy marri¬ 
ages with penetrating insight. Her case 
studies ol 72 women, both well-adjusted 
and maladjusted in marriage, pro¬ 
vide ail immens<‘ wealth of data 
with regard to this delicate hu¬ 

man relationship. The case studies fur¬ 
ther point out how deep seated preju¬ 
dices affect marital relationships. As this 
study is focused on the employed mar- 
*ried woman, one of the major interests 
ol the reader would be to get an idea 
about the motivating factor for employ¬ 
ment. This study indicates that married 
women take up jobs for a variety of 
reasons, economic necessity and the 
need tor pursuing a career being signi¬ 
ficant factors. Her study shows that 37 


per cent take up jobs out of economic 
necc-ssity or for supplementing the fa¬ 
mily income while 32 per cent take up 
emjiloyment because they want to fulfil 
an ambition, or they wish to make use 
of their education, or they want to have 
.1 status of their own. 

The study very clearly points out the 
fact that a married woman’s employment 
by itself may not lead to marital mal¬ 
adjustment. The personality factoi 
plays a very significant role in creating 
happiness or unhappiness in marriage. 
The author remarks. "It is not mereb 
the fact of wife’s being emjiloyed that 
affects marital relation.ship, but the 
overall change in the attitudes of edu¬ 
cated urban women brought about by 
a variety of factors which are operating 
almost simultaneously in contemporary 
Indian society”. In this sibiation, when 
women have to play multiple roles 
leading to complexities in expected and 
actual beh.ivioiir, the author feels that 
it is largelv on the wife's efforts at ad¬ 
justment and compromise that the siu - 
cess of a mairiage depends. Her sam¬ 
ple reveals that 5.5 per cent of working 
women were well-adjiisfe<l, 19 per cent 
indilferently adjusted and 26 fier cent 
maladjusted in their marital relation- 
shijis. Among the majority of those 
whose marriages were well-adjusted, 
this adjustment was due to their hus¬ 
bands being co-operative and the wives 
themselves accepting a traditional rol(“. 
(There is an interesting jiarallel to this 
finding in a study in which the revievs- 
er collaborated It was on the "Socio- 
<‘conomic conditions of married woman 
students and their educational pro¬ 
blems" There also it was found that 
role conflict was minimum where the 
husband's attitude was co-operative 
and the wife was least demanding). This 
finding leads to .some very crucial so 
eiological and practical issues with re 
gard to the woman’s role as an earner. 
Ill this connection, Promilla Kapur’s ob¬ 
servations svith legard to jjreserviiig 
marital harmony are quite enlightening; 
“Blit in the Indian context, in cases ol 
differences in attitudes, interaction ol 
wile’s traditional and husband’s equali- 
tariaii oi ‘modern’ attitude proves beiv- 
ficial loi marital harmony, whereas in¬ 
teraction ol wife’s modem and huband’s 
traditional attitude towards the same 
pioves deleterious foa marital accord". 
Her finding, that 85 per cent of those 
who were well-adjusted did not expect 
or demand any help from the husband 
in carrying out household duties, indi¬ 
cates that marital adjustment requires 
that married working women should ful¬ 
fil the domestic role regardless of the 


demands of work outside home. She 
should be prepared not to expect any 
eciuality in the sharing of domestic work 
b\ hei husband. 

The study, therelore, nweals the sig¬ 
nificant fact that if a married woman 
u.ints to take up any new role reiiuiring 
time to be spent outside the home, 
whether as an earner or as a social 
worker or even as a student, she can do 
so without criiating marital problems 
only if her husband is co-operative and 
il she conforms to the norms of the 
tiaditionul role of a wife as far as ex- 
peet<-d by the husband. Under these 
existing circumstances, the wife’s ac¬ 
ceptance ol a traditional role becomes 
a psychological mechanism whereby 
discrepancies between culturally lion- 
accepted attainments and socially neces¬ 
sary outdoor activities are made tole- 
lable. This raises a very significant 
point which .somehow Promilla Kapur 
h.is not jirobed. Her case studies have 
suggested that the wife’s not expecting 
Ol demanding assistance in carrying out 
household duties and responsibilities, 
lu‘lps in establishing marital adjustment. 
Her study is more revealing in the fact 
that ol those working women who al¬ 
ways tlisagreed with their husbands on 
siuuiug ol household tasks not one was 
iiiaritally well-adjusterl. It is understand¬ 
able that theie should be compatibility 
between husband and wife with regard 
to each other’s roles and statuses and 
that il this sort ol compatibility is ab- 
.sent, the r<-sult may be maladjustment. 
However, theie are .several questlon.s 
involved in this .situation. Is behavioural 
conlormity ol the working wife in ac- 
eoidance with her attitiidinal and doc- 
timal conformity? If it is not, then is it 
a delence niechanisui? An over-conform¬ 
ist wile may be able to avoid clashes 
with hei husband and may be consider¬ 
ed to be an ideal wife combining both 
the skills ol working outside as well as 
looking after the home. 

Is this not, however, a precarious 
tight-iope walk, with the danger of a 
sudden fall? It is believed that a large 
part ol the tension of a person perform¬ 
ing these two roles is due to an exacting 
tune schedule and even if the double 
role demands are not onerous, they are 
requireil at a particular time and place, 
thus causing stresses. Is not the appa¬ 
rent adjustment at the cost of suppres¬ 
sing the necessary development of ega¬ 
litarian consciousness of tlie married 
woman? Promilla Kapur should have 
di.scussed whether the so-called marital 
adjustment itself is not intrinsically de¬ 
viant behaviour by the wife who is as¬ 
piring for equality with her husband 
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unci participation as: a citizen in a widci 
social life, but clue to the constraints of 
the pattern ol family relationship is 
foieetl to accept a tiaclitioiial role? It 
is surprising that Promilla K.apui, who 
as a sociologist should have elaborated 
upon the sociological implications ol this 
pheriomeiioii somehow ignores even as¬ 
king these (|uesfions. Ilow long can 
such conformity last'' Jn spite of coin- 
phaiice oil ifie part ol wivi's, are there 
not many silnutioiis which will compel 
them to violate this norm? Will not the 
present institutional Irainewoik of the 
lainily become a giowing irritant to wo¬ 
men who are struggling to become 
ec|iial partners? Instead of asking these 
questions, Promilla Kapur directs hei 
gaze in a totally different direction. She 
says, "All attitiidinal lag occurs, when 
the attitudes ol one of the .spou.si's form- 
mg the unit ol marital lelationship 
1 hunge eailiei or in greater dcgice than 
those ol the other sixiiise and thus 
cause hu'k ol fit between theii attitu¬ 
des". 

I lei own study does not bear out this 
prollositioii. The very fact that even 
uniong the wcll-adju.sted cases, 85 pei 
cent did not expect oi demand any help 
lioiii the hii.sbaiid reveal the fragile 
ehaiaetei ol the adjiixtinent. It is too 
piesiiiiiptiious to expect that an educat¬ 
ed woman will not slowly develop ega¬ 
litarian conscioiisne.ss and .so change hei 
esiH'ctatioiis about her husband's role 

Oiu- is further surprised at the tsiii- 
cliisioii drawn by the author, while sug¬ 
gesting remedies lor marital discoid 
"What IS ol supreme iinportaiice loi 
marital ad|ustnient is the realisation on 
the pait ol the wile that whatever be 
hei level ol education, her occupational 
prestige and position, and her economic 
status, she is essentially a woman and 
hei wife and inothi'r role is her primaiv 
and essential roh'. and that .she has to 
niauitiim her e.s.sential teiuinine virtues 
ol tolerance. .sacriHce and humility, and 
has to take keen iiiteiest and pride in 
hei s\ile-aiid-iiiothei role and has to 
cans it out satislactorily and happily if 
she w,ints to make a siicis'ss ol her iiiai - 
iiage". 

Such a deduction stems fiom Proiiul- 
la Kainu's shilt Irom sociology to psy- 
chrilogicul counselling. This is her major 
limilatjori. Throughout the book the aii- 
iKor has adopted a queer eclectic ap- 
pioach ol laith social scientist and coiiii- 
selloi. Tin- interpretation of the. data and 
the coiicliisioiis diawn by her clearly re¬ 
veal that the author instead of adopting 
th<‘ rigorous canons of logic expected in 
a sociological treatise, transforms herself 
into a keen marriage counsellor, attempt¬ 


ing to advise educated working women 
.ihoiit their marital problems. The author 
dins loses focus. Instead of developing 
so( lologieal deductions from her extreme- 
I\ CM itiiig material she proposes pragma¬ 
tic psychological therapy of a traditional 
ii.ituic. 'I’his lands her in a very anoma¬ 
lous position. The case histories which 
piovidi' inteiesting and original reading 
iiiati'iiul tail to identify the stnictuial 
problems arising fiom educated mai- 
iicd women playing multiple roles. 

One wishes the author had used her 
skill to penetrate m great depth the 
pss chological states of m.irried working 


TilK book in rpiestion represents a 
quick suivcy ol the growth of institii- 
lioiial fiiiaiiee loi industry in India but 
does not iircsi'iil any ru*w data nor docs 
it go deep enough. Since the book 
iiiosc out of a Ph D thesis, one. would 
have cxiiectcd to find in it a ciitical dis¬ 
cussion ol at least s.iim- of the issues 
lelatiiig til institutional finaiieiiig. The 
.iiitlior. however, fails to come to grips 
with any of the issues and has relied 
on giving a piiiely descriptive ueeount 

The niaiii ihapteis eoviT the inaiiag- 
mg agenev sy.stem. State-sponsored 
liiianee eoiiioiations, mixed hanking, 
lale liisiiiaiiee Corporation, the central 
li.iiik. and esteriial capital. 

Hisronicsi ani> Covventionai. 

The tieatiiieiit of the lu.anagiiig agency 
sssteiu III pai'lieiilar needs eomnienl. 
I lie tieatiiient is histniieal and eonveii- 
tiiiii.il. lelying almost wholly on citing 
the data and views contained in other 
iidieial and non-otlieial studies on thi- 
siilip'ct hut .somehow omits altogethei 
a icleieiiee to the Report of the Maii- 
.igiiig .\gency Inquiry Committee 
(I’ati'l Coiimiitli'e), which is undoubtedly 
the most mqiortaiit document on the 
siihjeet. 

Most wiileis iail into a logical tiaj) 
I IS talking of the inunugiug agenes 
si/stem and the inaiiaging agency firms 
III tfie same breath and erroneously 
eoiiehide as .Sethuraiiian has also done: 

' II the managing agents were not there, 
it IS certain that India’s industrial 
ileveloixnent in the early part of this 
century and b«‘fore would have been 
leiidered dillieiilt. ii not impossible” (p 


women in order to bring out the sociolo¬ 
gical implications. One hopes that she 
will try in other studies to locate the 
causes ot the contradictions prevailing 
in the cultural and social structure with¬ 
in which the married woman operates 
rather than try to locate the causes mere¬ 
ly in the personality structure of the 
man led woman. In spite of this limita¬ 
tion in analysis, Promilla Kapur's work 
deserves full prai.se as a pioneering work 
and should be a reading ‘must’ not only 
lor educated working women but for all 
men and women who feel interested In 
this most intimate aspect of human life. 


I'l). Such an assertion is erroneous 
liecaiise indii.strial development depends, 
not oil the existence of the managing 
agency system (and managing agents) 
lint on the existence of entrepreneurs 
who in.'w work either under managing 
ag<*iie> system or some other system. 
The managing agency .system should hr 
viewed not as synonymous with entre- 
pieiieurship hut as one of the forms 
ot enlrepreminal organisation. Tlie real 
point to inquire into is: Was there 
anything inherent in the managing 
agency system which specifically helped 
Ol hindered the lierforinanci’ of the 
1 unctions oi promotion, financing and 
management of industrial enterprise? 
The issue has not heen discussed. 

Th<‘ remaining chapters are more or 
less a eompilafiou of already available 
data. *■ 

The chapter on mixed hanking starts 
w ith a discussion of commercial hanks’ 
Iiaitieipatinn in the long-term financing 
ol iiidiistiy hut stops abruptly with nil 
l•lUlmeratlon ot the main recommenda¬ 
tions of the Shroff Committee (1954) 
without aii\ di.seiissinn oi .subsequent 
developments. 

The hook abounds in questionable 
assertions. Koi in.stance, look at the 
lollowiiig statement alxiut the managing 
agency .system having outlived its utility': 
“This view gets added assertion by the 
fact that the investing public at present 
have considerably increased; pari passu 
opportunities tor new investment have 
nut increased, which means that there is 
less scope for pioneering efforts" (p 27). 

The post-script (chapter IX). hangs 
rather loosely from the rest of the book. 


Surface View 

L C Gupta 

Institutional Financing of Economic Development in India by T V 

Sethuraman; Vikas Publications, Delhi, 1970; pp 166; Rs 26. 
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Pursuit of Industrial Self-Sufl5ciency 

A Critique of the First Three Plans 

V V Desai 


Self-sufficiency was one of the major objectives of the first three Plans. Yet the economic ration¬ 
ale of this objective was never spelt out. Further, the policies adopted for the attainment of self-suffi¬ 
ciency were faulty and their implementation was unsatisfactory. As a residt, the extent of self-suffici¬ 
ency achieved during the first three Plans was insignificant. 

This paper examines the changes in the structure of manufacturing output during the period 
1951-64 with a view to ascertaining the degree of self-sufficiency achieved in the first three Plans. To 
measure the chants in the structure of output, the various items of manufacturing output are divided 
into three broad groups according to the stage of production: finished goods, intermediate goods and 
primary or basic goods. 

There would be a certain relationship between goods at different stages of production and, de¬ 
pending upon the composition of finished goods, the production of intermediate and basic goods of a 
certain quantity and composition would be necessary. Thus movement towards self-sufficiency would 
narrow the distance between the first two groups of products and the third one, viz, final goods. To 
the extent this does not happen, production of final goods has to be sustained by import of goods be¬ 
longing to the earlier stages of production. 

Data presented in this paper show that the relative importance of products in groups 1 and 2 sup¬ 
porting production of group 3 products remained more or less unchanged during the period studied. 
The share of final goods continued to be over 70 per cent during the period, indicating that the reli- 
' once of manufacturing output on imports remained unaltered. 

This conclusion remains unchanged even when traditional industries like cotton and jute textiles 
and food and tobacco are excluded so as to give greater importance to the engineering and chemical 
industries. These are the industries on the development of which special emphasis had been laid in the 
Plans for building up an integrated and more self-reliant .structure of production. 

It would seem, therefore, that the goal of building up a more self-reliant economy did not come 
any nearer during the first three Plans. Confirmation of this conclusion is to be seen in the size and im¬ 
portance of maintenance imports of the industrial sector of the economy. 


ATTAINMENT of self-sufficiency has 
been at> nnportanf olsjective ol planned 
dc-velopinenl in the country. An at- 
t«-nipt IS made here to examine the ra¬ 
tionale of this objective, the approach 
adopted foi its achievement and the 
extent of fulfilment achieved in the 
first'three Plans. 

I 

The Rationale 

Self-sufficiency, as an objective ol 
planned ecxmomic development, could 
be justified on economic grounds when 
the country's export possibilities are 

inadecfuate and are undependable for 
financing the import rcquirctnents of 

the- intended growth. Iti all the three 

Plans, emphasis on this objective was 
unmistakable although its rationale re¬ 
mained undisclo.secl. The first Plan en¬ 
visaged replacement of imports of 

items like, aluminium, fertilisers, man¬ 
made fibres, etc, by their indigenous 
produc:tion. The need for taking up 
this programme of import substitution 
was, however, not explained in the dis- 


(iission on “Foreign Trade and Com- 
iiiercial Police" in the Plan. Nor was 
there- at that time, or since, any coni- 
lirehensive official study of export pcis- 
sibilities tl ml would justify such a pro 
gramme Tl was inaintaiiied at the 
lime ol the Second Plan that “one im- 
jiortant aim is to make India indepen¬ 
dent m quirhln (Vt poxslhlc of foreign 
imisorts of producer goods so that the 
acciimiilation of capital is not hamper¬ 
ed by difficulties in securing supplies 
of essential producer goods from the 
other countries The heavy iiu]u.stii>s 
must, therefori-. be expanded with oil 
posxihic xpeeir'' (italics added). S’lnl- 
larly, it w-as n-ited in the Third Plan 
that “it is e.ssential to pursue ... a 
broad strategs ol economic develop¬ 
ment which w'lll ensure that the econo¬ 
my expands laindK and becomes .self- 
I dying and sell-gem-rating within the 
■diortest pn.x.sihle period”^ (italics add¬ 
ed). 

In the fiist case. the assumption 
seems to be that external dependi-nce 
would hamper capital formation. In 
the absence of any specific possibilily 


in tin iiatiiie ol adver.sr- e,vport pros¬ 
pects, such an assumption appears un¬ 
tenable and the recommendation of 
I'OHiilei-measures with all possible 
••peed must iiulicatc an over-cautious 
.ittitiide In th(- second case, the. in- 
sisf(-nce on import substitution in the 
given context apjK-ars to be a non- 
•.rquitur. It is not clear how, in an 
open economy, th<‘ necessity of rapid 
development automatically suggests 
s<-lf-ielianeo . . within the shortest 
(KissibU- period. It would, therefore, 
appear that therr- was no attempt to 
lustifs the emphasis on self-sufficiency 
on economic considerations. 

The goal of .self-sufficiency need 
not be objected to <-vcn if it is based 
on non-ec-onomic grounds. Foi, in the 
process of democratic planning, .self-suf¬ 
ficiency could be regard(-d as a niattel 
of social piefercnce. However, an ex¬ 
plicit statement of such an objective, 
and ol its d(-tailed implications in 
terms of its impact on growth, would 
have nnuli- it more iinderstandahle 
Ihniigh less acceptable at the same 
time. Ill the absence of this, the co.sts 
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of such a programinc have remained 
undisclosed. Since export possibilities 
were not carefully examined, certain 
fields in which exports could have 
l)een successfully promoted might hiiv<- 
remained untappr-d. This has been 
confirmed by the Planning Commis¬ 
sion itself when it observoil in the 
context of the Tliird Plan that “one ol 
the main drawbacks in the past has 
been that the programme for <*\port.s 
has not be<’n regarded as integral p.ail 
of the country’s development efforts 
tinder the Kivi'-Year Plans’’.-' 

It is doiibtliif il the loss from the 
neglect of exports has been replenish¬ 
ed by using the ri-smirees in the import 
substituting mdiistries. It is. on the 
other haml. more likely that the foreign 
exchange saving by such industries has 
ben) insubstantial, apart from (he 
suspicion that many of them might 
have been melficieiit in comparison 
ss-ifb at least some of the export in¬ 
dustries. Probably, even greater da¬ 
mage Ihaii this has fioen done by the 
iiegbx-t of export possibilities inas- 
nuieh as it prompted an ovei-einpba- 
sis on the .strategy of import substitu¬ 
tion. Import substitution may become 
inevitable given a certain export pros- 
ix'ct and given the compulsions of 
development at .1 particular point of 
time. Rut. wlietlier import substilu- 
fioti should be pursued in all lines ol 
production tor all time would need to 
lie ascertained afresh at frequent in¬ 
tervals. It IS likely that, as the stiiie 
fare ol production changes, the scale 
nf comparative advantage iiia> change 
as well. Tliat is. in tximparison with 
the prixliietion of the next (costly) im¬ 
port sub.stiliite, additional exports may 
he mori- advantageous. As .1 matter 
of fact, it IS iieeessaiy tliat at each 
stage of development a choice is made 
lietuecn consolidating and enlarging 
eapaeitx for import suh.stitiition in ex¬ 
isting lines on the one hand, develop¬ 
ing new lines for a siinilai purpose 
and d<-veIopmg ivxs export opportuni¬ 
ties and/or enlarging the existing ones 
on tile other. The policy of neglecting 
export fxissilulities aiul over-emphasis¬ 
ing imporl .siihstitiitioii for .sidf-siifliei- 
eni-x is, thereloie. likeK to have le- 
siilted III sub-optimal utilisation of re¬ 
sources. 

II 

’The Approach 

.Sometimes it is maintained that, 
notwithstoiuliiig the above argument, 
because of fh«- necessity of exporting 
more, the actual implementation ot 


the Plans has steered clear of exces¬ 
sive preoccupation with self-sufficiency. 
Hut il can he argued that, precisely 
foi tb<- same reason, the neglect of 
export possibilities in the Plans has 
been unreasonable and unscientific 
.ind must be regarded as flowing from 
the over-emphasis on self-sufficiency. 
It is also argued that the considera¬ 
tion oi self-sufficiency apart, the pros- 
|)eetive compaiativc advantage for 
India would anyway lie in a produc¬ 
tion structure developed on the lines 
of import substitution. Tliis would 
make th»- economy licttei able to com¬ 
pete and export at a later date. There¬ 
fore, the proce.ss of import substitu¬ 
tion would leveal a new scale of eoni- 
(inrative advantages as the production 
structure becomes more diversified. 
Thus. while the Indian economy 
would export/import growing amounts 
of a large variety of goods, the gene¬ 
ral ilrifi of the economy wouhl he to¬ 
wards a well diversified structure ot 
production. For instance'. the Thiid 
I’liin notes “India’s ixitential eapaci- 

t\- to produce slix'l and other basic 
mateiials reliitiveix i-heaply and the 
l.irge and e.xpandiiig domestic market 

place Ik'i ill .1 favourable position to 
piodiiee iiuiehineij and a large range 
ol engineering, eheinieal and eleetiie.d 
goods needed for devclopnii'iit. In 
turn, thesi- will stimulate the growth 

ot iiM'diiim and small industries ami 
expand emploxineiit both in nih.ui 
.uid rural areas Thus, on foundations 
which hav<‘ alieudy been laid, it 

should he possible to build tip an in¬ 
tegrated mdnstiial structure and ex- 
paml indnstri.il production etficientK' 
along the lim-s ol real comparative ad¬ 
vantage’’.* 

This reasoning could be considered 
js sound provided the import substi¬ 
tute industrie.s developed indicate any 
.utiial 01 potential comparative ad- 
v.iiilage. Most of the industries men¬ 
tioned above have yet to indicate such 
a possiliility. Further, granting that 
at somi- future date the production 
stincture developed along the lines ot 
import substitution is likely to reveal 
.1 new scale of real comparative ad- 
v.intage. th«- loreign «•xehange reejuired 
in the intermediate period to .sustain 
such a programme of import substi¬ 
tution must Ix' available. If it is not 
.ivailahle. a change in the programme 
with a grealiT esnphasis on exports i.s 
iieeessaiw This would postpone the 
da\ when the m'w scale of real com¬ 
parative adxMiitage w'ould emerge, hut 
the programme has a greater chance of 
being implemented, unhaunted by the 


frequent foreign exchange shortages. 
’This fallacy is inherent in the entire 
Mahalanobis approach as illustrated 
in the famous ‘Fertiliser Factory' ex¬ 
ample. 

It is not surprising, therefore, to 
find that the Plans suffered from a 
stifling shortage of foreign exchange 
from time, to time and the very exist¬ 
ence of further progress often depend¬ 
ed on the quantum of aid immediately 
furthcoming. This plight is due, apart 
from the shortcomings in methodolo- 
Uy used for estimating foreign exchan¬ 
ge needs, main1>' to the over-empha- 
sis on the attainment of self-sufficien¬ 
cy ill the xhortext poseHhIe time. The 
more balanced .approach would have, 
ill all probability, made things easier 
though it would also have postponed 
the attainment ol self-sufficiency a lit¬ 
tle further. This does not me.an that 
the pattern along which development 
lias taken place has brought the goal 
of .self-siifficiencx' nearer to any signi¬ 
ficant extent. In quantitative terms, 
the (lependenec- ol the economy on 
external sources of supplies did not 
dec-line siilistantially. particularly foi 
the I'heiiiicals and base metals group. 

This Iirings out the importance of 
the pattern of development plan¬ 
ned loi attuinnient of .self-sufficiency. 
Undoiihtedl>. economic independence; 
IS not iiehievecl unless a sizeable c;api- 
l.il goods producing sector is indigen- 
imsl\- developed Rot, the dc-ve1op- 
mi-nt of such a sector rccpiiring conti¬ 
nuing maintenance imports and the 
consequential increases in the import 
ot raw materials for the indu.stries 
using these capital goods is liktdy to les¬ 
sen any such independence that the 
<-tx)nomv may have achieved. The 
neglect of agriculture — supplying 
lood and industrial raw materials '— 
made the Indian economy more veil- 
iier.ible h> making the day-to-day 
functioning of men and machines 
c()n.siderahl\ dependent on imports. In 
tact, it can he argued that, in times 
of emergeiiey. dependence on imports 
ot capital goods is likely to be less 
ohstruetive than that on food and raw 
iiiiileiials. The lonner can allow pro¬ 
duction to continue more or less uti- 
alfeeted foi a period of a few years 
at least. But the latter must affect the 
ecoiioinv w'ithin a period of just a few 
months. 

Campled with the.se shortcomings in 
the overall approach, there have also 
heen shortcomings in implementation. 
The single most important shortcom¬ 
ing has been the uneo-ordinated and 
unhalanct‘d gniwth of the individual 
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Table 1; Chances in the REi^'m’E PosmoN ov the Three Ghoups of 


Goods, 

Group 

I Basic stage goods 

II Inteimediale stage goods 

III Final stage goods» 

Total 

sectors or industries. Examples like 
the growth of yam and automobile 
production without corresponding ex¬ 
pansion of output of pulp and ancilla¬ 
ry industries are not isolated pheno¬ 
mena. By and large, it appears that 
targets of capacity and production of 
consumer goods or goods at the final 
stage of production were attained 
while progress in the field of neces¬ 
sary intermediates and basic materials 
was very slow. Many a project for 
the production of basic materials like 
basic and heavy chemicals, heavy for¬ 
gings and castings, non-aluminium 
non-ferrous metals, special steels and 
alloys were either delayed or were 
not taken up. As against this, most of 
the user industries like chemicals and 
pharmaceuticals, locomotives, wagons, 
cars and other engineering products 
substantially expanded their capacity. 
This resulted in inevitable pressure on 
balance of payments through an ever- 
increasing requirement of maintenance 
imports. 

The critical foreign exchange short¬ 
ages, therefore, could not be blamed 
on the shortfall in anticipated exports 
and/or in ai<l, loans, etc, but must be 
ascribed mainly to the inadequate as¬ 
sessment of the foreign exchange needs 
and unco-ordinated and unbalanced de¬ 
velopment of Individual industries. A 
partial admission of inadequate assess¬ 
ment of foreign exchange needs of the 
planned programme is found in the 
Third Plan which says that “the ad¬ 
verse foreign exchange situation that 
developed during the Second Flan was 
due partly to the underestimation of the 
direct foreign exchange requirements 
of the Plan and partly to the failure to 
take into account sufficiently the grow¬ 
ing import needs of a developing eco¬ 
nomy".* 

in 

The Results 

For ascertaining the degree of self- 
sufficiency attained by the Indian eco¬ 
nomy during the three Plans, changes 
in the structure of manufacturing out¬ 
put during 1951-1964 are examined 


1951-64 

(Percentages) 


1951 

1956 

1961 

1964 

12 

11 

14 

14 

15 

la 

16 

14 

73 

73 

70 

72 

100 

100 

100 

100 


here. These changes could disclose the 
extent to which the pattern of produc¬ 
tion has moved in the direction of self- 
sufficiency. Since tibe Plans emphasised 
self-sufficiency in the manufacturing 
sector, this approach becomes more re¬ 
levant. 

To measure these changes, the vari¬ 
ous items of manufacturing output are 
divided into three broad groups accord¬ 
ing to the .stage of production at which 
they stand: Finished stage goods, in¬ 
termediate stage goods and primary or 
basic stage goods. Generally, the de¬ 
gree of processing imdergone by the 
product and also the degree of further 
processing required before it Is used, 
has been a guiding consideration in 
this classification. Therefore, the finish¬ 
ed goods — capital or consumer — are 
in the nature of final stage goods as 
they are used in such a manner that 
they do not become physically incor¬ 
porated in the production of other 
goods. For this reason, machinery be¬ 
longs to the finished stage goods along 
with a number of other goods of a very 
different nature. The products at inter¬ 
mediate stage of production serve es¬ 
sentially as inputs for other outputs and 
include goods like spun yam, forgings 
and castings, etc. Further, the produc¬ 
tion of iron and steel, heavy cliemicals, 
etc, is included in the b.tsic stage 
goods. 

This classification is somewhat arbi¬ 
trary and open to revision. But it ap¬ 
pears that the structural changes 
brought about by expansion of output 
of products belonging to different sta¬ 
ges of production is meaningful espe¬ 
cially in an economy attempting to 
achieve .self-reliance in production 
structure. The usual classification, viz, 
producer goods and consumer goods, 
etc, conceals important gaps in the 
production structure. For example, the 
producer goods sector may be large in¬ 
asmuch as a large volume of machinery 
(s produced. But if the production of 
machinery is very much based on im¬ 
ported components, then the production 
structure cannot be regarded as a sig¬ 
nificantly self-reliant one. On the other 
hand, if along with the expansion of 


output of finished stage goods there is 
also sufficient expansion of goods at in¬ 
termediate and basic stages of the pro¬ 
duction .structure, the production struc¬ 
ture can be said to be a more self- 
supporting OIK'. The general hypothe¬ 
sis is that there must be a certain re¬ 
lationship between goods at different 
stages of production and, depending 
upon tile composition of finished goods, 
this would require the production of 
intermediate and basic stage goods to 
be of a certain size. This would require 
that a movement towards self-.sufflci- 
ency must narrow down the distance 
between the fir.st two groups and the 
third one, viz, final stage goods. To 
the extent this docs not happen the ex¬ 
panded production of final stage goods 
needs to be sustained by imixirts of the 
goods belonging to the earlier stages of 
production. The approach indicated 
above aims at finding out whether and 
to what extent the initial inter-rela¬ 
tionship between the three product 
groups- has changed during the three 
Plans. 

The stage-of-product-wise classifica¬ 
tion of the goods considered is given 
in the Appendix. The data on value 
added for 1956 in respect of these va¬ 
rious goods is taken and an index of 
their growth (1956=100) is used for 
other years. Two factors influencing the 
data need to be mentioned. The use of 
1950 weights is itsr-lf likely to conceal 
some change in the relative position of 
various goods. .Secondly, the compari¬ 
son over the period assumes an unchang¬ 
ed degree of integration in the produc¬ 
tion process. Table 1 .sliows the change 
in the relative position of the three 
groups over the period 1951-1964 du¬ 
ring the three Plans. It will be seen 
from the Table that tbe relative import¬ 
ance of products in groups 1 and 2 sup¬ 
porting the production of group 3 pro¬ 
ducts remained more or less unchang¬ 
ed (luring tl)is period. The share of 
final stage goods continued to be over 
70 per cent for all the years during 
this period. This would indicate that 
tlie reliance of manufacturing output 
on imiiorts remained unaltered during 
this period. This conclusion remains 
unchanged when traditional industries 
like cotton and jute textiles and food 
and tobacco are excluded so as to give 
greater imlKrrtance to tbe products of 
engineering arrd chemical industries. 
These are the industries on the deve¬ 
lopment of which sjrecial eirrphasis hud 
been laid in the Plans for building up 
an integrated and more self-reliant 
struchrre of production. It wortld, 
therefore, seem that the goal of build- 
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Appendix: Valne Added by Various Industries Classified according 


to the Stage 


ISIC No and Product 

Gr / Basic Stage Goods 

3111 Heavy org chcni 

3112 Heavy inorg chum 

34 Basic metals (excl 344, 3492, 3494) 
Total for Gr I 

Gr tl Intermediate Stage Goods 

2321 Cotton spinning 

2331 Woollen yarn 

2341 Art silk yam 

29 Leather products 

3113 Synthetic resins/plastics 
32 Petroleum products 

3314 Refractories 
3334 Insulators 
3395 Grinding wheels 
344 Brass mfgr 
3492-) 

V Alloys, basic forms, etc 
3493/ 

3540 Small and hand tools 
1659 M tools 
3667 Ball bearings 
373 n 

vConductors, winding wires 
3732/ 

3790 Mfgr of electricals N E S 

Total Gr II 

Total excl 2321 

Gr III Final Stage Goods 

20-21 Food mfgr 

22 Bev and tobacco 

2322 Weaving of cotton textiles 

2332 Woollen fubi ics 

2342 Rayon fabrics 
235 Jute mfgr 

24 Foot-wear mfgr 

25 Wood and cork mfgr 

27 Paper mfgr 

30 Rubber mfgr 
3117 Dyestuff 
312 Fertilisers 
314 Paints, etc 

31SI Drugs and pharmaceuticals 
3171 Soaps 

318 Matches 

319 Misc ehem mfgr 

32 Petroleum products 

332 Glass products 

333 Mfgr of pottery, etc 

334 Cement 

3391 Asbestos sheet 
3530 Nuts, screws, etc 
359 Metal ntfgrs, NES 

36 Machinery, excl 3659, 3667 

37 Elec machinery, excl (3731, 3732, 
3790) 

38 Transport equip 
Total Gr III 

Total excl 20-21, 22, 2322 and 235 
Grand total for the three groups 
Grand total excl 2321, 20-21, 22, 2322 and 
235 


of Production 

(Rs lakhs) 


I95J 

1956 

1961 

1964 

95 

133 

147 

230 

244 

448 

505 

930 

5443 

6519 

11838 

16989 

5782 

7100 

12490 

18149 

5416 

6565 

7852 

8896 

281 

398 

427 

510 

170 

262 

380 

554 

139 

127 

147 

176 

2 

10 

31 

60 

89 

1396 

2225 

3032 

131 

177 

348 

370 

26 

52 

157 

158 

15 

24 

43 

52 

220 

265 

489 

506 

26 

31 

56 

81 

41 

62 

132 

327 

22 

52 

125 

236 

10 

23 

55 

105 

173 

551 

998 

1766 

124 

285 

522 

805 

6885 

10280 

13987 

17634 

1469 

3715 

6135 

8738 

8204 

10306 

13326 

13975 

892 

1094 

1641 

19222 

13625 

17075 

17809 

20251 

292 

412 

442 

528 

1231 

1900 

2753 

4015 

3263 

4141 

3710 

5011 

192 

210 

349 

445 

97 

176 

264 

357 

679 

1021 

1857 

2428 

1688 

2239 

3524 

4435 

— 

124 

200 

212 

95 

441 

783 

1107 

319 

396 

563 

713 

28 

39 

61 

77 

441 

582 

774 

863 

398 

424 

538 

483 

57 

78 

133 

174 

89 

1.396 

2225 

3032 

204 

313 

481 

564 

63 

125 

378 

381 

126 

195 

321 

377 

124 

192 

347 

415 

4 

31 

47 

52 

358 

639 

937 

1341 

333 

736 

1978 

3026 

507 

970 

1850 

2490 

970 

2104 

2572 

4050 

34279 

47359 

59863 

90024 

8295 

14743 

23377 

31565 

46946 

64739 

86340 

125807 

15547 

25558 

42002 

58452 


ing up a more self-relUmt economy did 
not come any nearer during this period- 
The confionation of this fact can .be 
had from the size and the Importance 
of the mamtennnee imports in the In¬ 
dustrial sector of the economy at that 
time. 


Conclusion 

In conclusion, it would appear that 
the acceptance of the objective of self- 
sufficiency during the three Plans was 
not adequately justified on economic 
grounds. The approach to the attain¬ 
ment of this objective was faulty and 
its implementation unsatisfactory. As a 
re.sult of this, the degree of self-suifi- 
cienty attained during the period 1951- 
1964 remained insignificant. 


Notes 

1 P C Muhalanohis, ‘Recommenda¬ 
tion for the Formation of Second 
Five-Year Plan’ in "Talks on 
Planning”. 

2 Third Five-Year Plan, p 23. 

3 Ibid, p 137. 

4 Ibid, p 24. 

5 Ibid, p 104. 


India's First Marine Diesel 
Engine 

THE first marine diesel engine to be 
nianufacturrd in India is expected to 
come out of the Garden Beach Work- 
shop.s factory at Ranchi before the end 
of this year. Garden Reach workshops 
will commence production with as¬ 
sembling of components, about 50 per 
cent of which are imported. The 
import content will be progressively 
reduced depending upon the availabi¬ 
lity of raw materials. 

The factory at Ranchi, established 
with the technical collaboration of 
MAN of West Germany, is designed 
to produce three types ' of marine 
diesels; low speed engines with 110 
to 120 rpm developing a total of 9,000 to 
12.000 BHP for ocean-going vessels 
and defence purposes; medium speed 
420-430 rpm engines developing 1,000 to 
1,200 BHP for dredgers, trucks, etc; 
and high spised 1,200 to 1,800 rpm 
with 300 BHP fur use in stationary 
installations like power generation, dril¬ 
ling rigs, etc. All the machinery has 
been installed and the trail beds are 
ready to take up the tests. Currently 
there are six German experts at the 
site. After the test runs, however, only 
one German engineer widi specified job 
assignments is expected to mnahi in 
Ranchi for about two years. 
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l^emi'Urban Pockets in Kanpur Region 

Harshad R Trivcdl 

Regional planning presupposes introduction into the rural areas of ttoo major variables, viz, indus¬ 
trialisation and urbanisation, leading to the creation of new growth centres. 

This paper attempts to describe and interpret the pattern of change in selected small and medium 
size towns in the Kanpur region in the context of regional development. 


WHILE evaluating developmental pro¬ 
grammes, it is important to get an in¬ 
tegrated picture of the region's natural 
and human resources together with the 
demographic characteristics of the 
people. But that is not all. We also 
need to know the extent to which the 
facilities of communication, light, and 
power, are developed and maintained 
over a period of time. Regional plann¬ 
ing presupposes introduction into the 
rural areas of two major variables, 
cte, industrialisation and urbanisation, 
leading to the creation of new growth 
centres. This paper attempts to des¬ 
cribe and intepret the pattern of 
change in select small and medium size 
towns, also called semi-urban pockets, 
in the context of regional development. 

In two previous studies of a few 
towns conducted by the author, respec¬ 
tively, in districts of Gujarat and Uttar 
Pradesh, there was a marked trend 
towards urbanisation of the rural 
areas.^ Economists and geographers 
prefer to emphasise the concept of 
hierarchy of growth-points based on 
size and functions of human habita¬ 
tions — leaving the further task of 
studying institutional relationships, 
attitudes, and behaviour of the people 
etc, to sociologists and anthropologists. 
Such studies are indeed important. 
And the developmental programme, 
geared to the needs of the people of 
flourishing villages, small and medium 
size towns, including traditional or 
new, administrative headquarters and 
market towns railed mandtes, should 
receive special attention.® 

Methods and Souhces of Data 
Collection 

The author and the members of the 
research team visited most of. the 
towns in Kanpur region in groups. 
The visits involved depth interviews 
with local leaders and groups of peo¬ 
ple. Also information was collected 
from available records and personnel 
of government departments, and from 
cheers of local bodies. 

The crimria used in the selection 
of the towns were that the towns: 

(a) should represent all class groups 
hidicated by the Census; 

(b) should have shown a higher 
rate of population growth in the 
last decade; and 


(c) should be representative of all 
the districts of the region. 

Table 1, gives information on the 
towns studied. 

Census Definition of Towns 

It should be mentioned that the 
Census of 1961 excluded more than 50 
per cent of the towns in the process 
of reassessment. About 28 towns are 
declassified in the manner in which At- 
tarxa with its steep population rise in 
Banda district has been. One of the 
factors responsible for declassification 
of so many towns in the region is 
that, to qualify as a town, it had to 
have according to the new Census 
definition 75 per cent of its population 
following non-agricultural professions. 
Here the economic criteria have been 
overweighted against the demographic 
and sociological criteria.® The Census 
definition of 1961 for identification of 
towns in the rural areas therefore 
calls for review and special field stu¬ 
dies. It emerges from the studies of 
some of the declassified towns of the 
region that urbanisation in the rural 
areas is declining; but this is very 
difficult to support by concrete evi¬ 
dence. For instance, the town of At- 
tarra, declassified in 1961, began to 
flourish quickly from 1962 onwards 
when, because of government controls 
of the time of the Chinese aggression, 
the town functioned as an outlet for 
smuggled goods from Madhya Pradesh. 
The other factor that has boosted the 
development of the town is the inflow 
of refugees after Independence. More¬ 
over, the Town Area Committee con¬ 
tinues to be active in spite of its being 
declassified by the Census. The annual 
income of the Committee is increasing 
due to the development of industries 
and trade. It has already submitted an 
application to the higher authorities at 
the district level claiming the status 
of a ‘Municipal Board'. A master plan 
for the future development has been 
prepared by the Committee in which 
some of the contiguous villages are 
also included. 

The towns considered for the study 
are administered by dther Municipal 
Boards or Town Area Committees. The 
main functions of these bodies are to 
look after public services and utilities. 


The annual reports of the Municipal 
Board of Unnao give the impression 
that this is the most progressive of all 
local bodies. Next in importance are 
Auraiya and Farrukhabad-Fatehgarh. 
The Municipal Boards in most cases 
have been doing very useful work in 
providing several essential facilities 
toi businessmen and villagers. The 
relationships of the Municipal Boards 
and the Town Areas vis-a-vts Zilla 
Parishads need to be studied in the 
context of development of industries. 
The income through taxation of most 
of the Town Area Committees or 
Municipal Boards has increased over 
the years, and this has made it possible 
for them to ask for better treatment 
from the State in terms of grants-in-aid. 
This is either for economic benefit or 
for raising the status of the local body 
— from that of Town Area to Munici¬ 
pal Board, or from a lower class of 
Municipal Board to a higher one. 

Tradition-Bound 

One of the striking features — 
amidst the growing facilities of road 

communications and location of elec¬ 

tricity grid sub-stations at different 
spots in the rural areas — is the 
decline in the number of hitherto esta¬ 
blished tehsil headquarters. The 
importance of these old administrative 
habitations has passed to the new 

flourishing towns. Illustrations are 

provided by Oral, which has pushed 
aside in importance the town Jalaun 
which was the district headquarters, 
as also by Pokhrayaii, which over¬ 
shadows the tehsil headquarters of 
Bhognipur. The leaders and the ori¬ 
ginal inhabitants of the older towns 
appear to be very tradition-bound, 
reluctant to change, and resistant to 
new ideas and outside elements. 

The present-day Municipal Boards 
and Town Area Committees have been 
operating under two systems of social 
organisation, ois, traditional and 
modem. While the statutory bodies try 
to induce citizens to upgrade their level 
of participation in discharging secular 
civic duties, most people continue to 
abide by customary and traditional 
laws which urge them instead to pay 
in cash or kind to sustain religious 
endowments often sponsored by the 
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Tabl£ 1 


Name of 
Town 

Distance 

from District and 

Kanpur (km) 

Division 

Population 

1951 

(*000) 

1961 

1961 

Census 

Class 

Farrukhabad- 

140 

Farrukhabad 

Allahabad 

80 

95 

II 

Fatehgarh 

Banda 

144 

Banda 

Ihansi 

30 

38 

III 

Unnao 

17 

Jalaun 

Lucknow 

25 

30 

III 

Oral 

100 

Jalaun 

jhansi 

21 

30 

III 

Fatehpur 

44 

Fatehpur 

Allahabad 

24 

28 

111 

Auraiya 

100 

Etawah 

Allahabad 

13 

17 

IV 

Attarra 

144 

Banda 

Jhansi 

10 

11 

IV 

Hamirpur 

62 

Hamirpur 

Jhansi 

8 

11 

IV 

Chhibramau 

103 

Farrukhabad 

Allahabad 

8 

11 

IV 

Pokhrayan 

58 

Kanpur 

Allahabad 

4 

5 

V 


grain merchants’ associations or busi¬ 
nessmen. 

EnuoAiioN AND MiGiiA-noN OF Teachers 

Education is a priority need of which 
people have begun to show special 
awareness. Reviewing the situation in 
the sub-regions, it was found that the 
Unnao sub-region is not well developed 
in educaitic)nal facilities though Unnao 
town itself has a number of degree and 
intermediate colleges. For instance, 
in Abbaspura, a village of 300 people 
which is two miles away from Unnao, 
there is only one young man with a 
post-graduate degree and hardly any 
who have studied upto the tenth 
standard. Kanpur district seems better 
off with regard to education. Boys 
and girls in the age-group of 10 to 15 
walk 3 to 4 furlongs, or more, to the 
neighbouring primary and secondary 
schools. There are some towns with 
colleges and other institutions for 
higher learning, where more than 30 
per cent of the students come from 
places as much as 10 miles away. The 
villagers have begun to spare their 
children from domestic duties in order 
to let them get an education. The same 
conditions prevail in the sub-region 
of Etawah, Farrukhabad-Fatehgarh, and 
Fatehpur; but not so much in the dis¬ 
tricts on the other side of the lamna. 

A section of rural society which has 
started to undertake rapid migration is 
the tcadier community. Village teach¬ 
ers periodically commute to towns for 
higher studies: also, when they get the 
opportunity, they settle down in the 
towns in better schools. In one of 
the intermediate colleges in a town, 
about 50 per cent of the teachers came 
from nearby villages. The rest came 
from even more distant places but not 
from the town itself. This physical 
mobility of teachers, from the villages 
to towns, is indicative of poor pay- 
scales and inferior service and work¬ 
ing conditions in the village schools. 

The common villagers depend for 


many things on the towns which fall 
within the range of anywhere between 
3 to 15 miles. They get in the towns 
petty jobs as labourers or they earn 
daily wages in the weekly bazaars. The 
common villagers’ contacts with the 
educational institutions of the towns 
are limited, because they cannot afford 
to send their children to higher schools. 
The entertainment programmes in the 
towns do attract people from the 
villages but they do not stay there 
longer. Those who come for business 
and have to stay overnight, spend their 
time with relations who have settled 
down in the towns or with businessmen 
with whom they have dealings. The 
towns in the rich agricultural zones 
have begun to feel the impact of 
immigrants over the past 10 years or 
so. The price of land for housing rises 
every few years in the towns because 
well-to-do villagers settle down in the 
towns or want to run an establishment 
for their children who are being 
educated or want to maintain a second 
place of residence. These tendencies 
have, in some towns, led to inflationary 
trends in land prices, and ribbon 
development on road-sides. In the past 
10 years, the land prices in some towns 
have increased fourfold. 

A few towns have shown a remark¬ 
ably high tendency for occupational 
mobility in the recent past. One of 
the towns is reported to have 50 per 
cent of its retail shops owned by villagers ■ 
from neiuhy villages. In another town, 
30 per cent of the people come daily 
from nearby villages and return to 
their villages after finishing their work. 
’The emerging businessmen range from 
Thakurs to Brahmins, Banias, Muslims, 
and so on. The Scheduled Castes, 
however, are significantly much behind 
in trade and business. Some scheduled 
caste people have undertaken small 
contracts in road-building and keep 
contact with the towns; and they are 
possibly on the way to changing the 
occupations of their children. More¬ 


over, in the past several years, this 
caste-cum-occupation pattern has 
begun to change in many ways. Retail 
business in particular has been 
diversified. There have been two fur¬ 
ther developments. First, people of 
different social status have begun to 
take up new vocations; and secondly, 
the occupational pattern itself' has 
become further diversified, ranging 
from the ownership of trucks and cars, 
to petrol-pumps, and vegetable selling, 
milk selling, etc. 

There are a number of white-collar 
professions which have also begun to 
enter the fabric of rural society. For 
instance, in Farrukhabad-Fatehgarh, 
there are about 200 lawyers, two char¬ 
tered accountants, four private cold 
storages, two photographers, five to 
six printing presses, two factory-made 
.shoe shops of Bata and Flex, etc. 
There are also three cinema houses in 
the town. Besides, there are 20 to 25 
law graduates working with practising 
lawyers in the town as apprentices in 
law and chartered accountancy. 
There are a few important banking 
institutions in the town, such as a 
branch each of the District Co-opera¬ 
tive Bank, the Punjab National Bank, 
the State Bank of India, and the Cen¬ 
tral Bank of India — and this happen¬ 
ed befoie the nationalisation of banks, 
’The town has also an internal bus 
service and tap-water supply. An In¬ 
come-Tax Oflice in the town is indi¬ 
cative of the rising economic status of 
businessmen. There are two maternity 
homes, a public hospital, and a large 
number of allopathic and indigenous 
private medical practitioners. Among 
higher educational institutions, there 
are two degree colleges, including one 
for girls. The existence of a few profes¬ 
sional lodging and boarding heuses 
reflects the new sophistication in the 
iiitcr-jicisonal relationships among peo¬ 
ple. 

Dusine.ss and Industry 

The Deputy Commissioner of Allaha¬ 
bad division started a special drive 
in 1964 to promote agro-industries in 
the rural areas. The Assistant Develop¬ 
ment Ofllcers of Industries were asked 
to select prospective entrepreneurs 
from the villages. The selected entre¬ 
preneurs were then asked to fill in 
prescribed forms for obtaining sub¬ 
sidies. This was fallowed by the meet¬ 
ings of Kshetar Samities in which th^ 
Additional District Magistrate, the 
Chairman of Zilla Parishad, the District 
Industries Officer, and the BDO parti¬ 
cipated. Significantly, nobody was 
invited from the Municipiil Boards or 


mb 



EC0I40W1C FOUnCAL WEEKLY 


May 1. 1971 


Tabui 2 


Industry 

Location 

Cement jali etc 

Town 

Acid Batteries 

Town 

Lathe 

Town 

Agricultural implements etc 

Town 

Cuhivater plough etc 

Town 

Steel furniture 

Town 

Wooden furniture 

Town 

Dari 

Village 

Soap 

Village 

HoldaU 

Village 


Town Area Committees in the Block 
to attend the meetings. 

The account of the actual imple¬ 
mentation of the scheme in one of the 
Block headquarters is as follows. 
Ten villagers, interested in starting 
agro-industries, etc, were given loans 
in December 1964. The entrepreneurs 
were expected to start their industries 
in March 1965. The actual operations 
of .starting these industries were super¬ 
vised by a Special Officer operating at 
the district level through the BDO 
and the ADO. The outstanding feature 
of the implementation was that most 
of the entrepreneurs established their 
industries in the headquarters of the 
Block rather than in the villages from 
which they were selected. Tahh' 2 
gives a picture of.*the type of indiis- 
trics for which loans were given liy 
the State Government, as also of the 
social status of entrepreneurs. 

SotaE I Y AND POWEH 

Society in the small and medium size 
towns • reflects to a great extent the 
power structure operating at the village 
level. The local power politics is con¬ 
fined to traditional interest-groups and 
to political parties having an organisa¬ 
tional network at the State or national 
level. The lack of initiative, or pro¬ 
bably the lack of potential public 
workers, from among the new growing 
professionals in the towns, is responsi¬ 
ble for the continuance of traditional 
power politics. In this context, it was 
important to find that some of the 
towns had developed new types of 
institutions under the leadership of 
outside elements. The power structure 
in a town, however, needs to be under¬ 
stood in the context of caste representa¬ 
tion in the Municipal Boards and on 
the Town Area Committees. In one 
town, it was found that the power 


Loan 

Social Status 

Advanced 

of the Person 

2,000 

Muslim 

5,000 

Scheduled 

caste 

5,000 

Thakur 

2,000 

Blacksmith 

2,000 

Scheduled 

caste 

4,000 

Brahmin 

5,000 

Carpenter 

2,000 

Muslim 

2.000 

Brahmin 

2,»00 

Scheduled 

caste 


structure was based on the economic 
status of a caste group which had a 
majority of the elected members in the 
local body. The towns in which out¬ 
siders did not capture positions of 
power, remained more or less tradition- 
bound. This indicates that the power 
structure follows the contours of the 
economic and caste status of the peo¬ 
ple. However, there are some towns, 
Mich as Unnao and Orai, where tire Pre¬ 
sidents of the Municipal Boards were 
not the high caste Hindus and did not 
belong to economically dominant sec¬ 
tions of the town community; they 
had acquired their positions on account 
of their educational status and leader¬ 
ship qualitie.s. 

It may be noted that, generally 
speaking, small bu.sinessmen. teachers, 
etc, dominate as members in the Town 
Area Committees. But in the case of 
larger local bodies, i e, the Municipal 
Boards, the power-seekers are big 
businessmen, lawyers, doctors, etc. 
Also the Jan .Snngh seems more influ¬ 
ential among the former type of power- 
seekers, while the Congre.s.s holds sway 
over the second kind of elite. 

The idea of institution-building with 
the village level as the pyramidal base 
is good in itself, but how much of 
its aims could be achieved is difficult 
to say. It sounds futile to talk of 
diversifying the institutional pattern at 
the village level, since the .same is not 
t'vailable even in the small and medium 
size towns. It maY well happen that the 
present-day, tradition-oriented, parti¬ 
cularistic rural institutions, with their 
ideological background of bygone ages, 
may assume dangerous proportions in 
village life and function as barriers to 
progress. The village society in the 
past was, no doubt, a fairly viable 
socio-economic unit. People developed 
social norms and mores on the basis 


of values particularistic to a specific 
religion or creed. But now it is time 
for us to talk more precisely in terms 
of a modern viability to match the 
strength of the traditional nialrility of 
rural society. In the meanwhile it is 
too optimistic, despite the develop¬ 
mental programmes of rural India, to 
talk of India's ‘changing villages’ when 
there exist innumerable barriers in the 
way of changing even the small and 
ine(liuni size towns.* 

Sof:iAi. Orcanisaiion of Towns 

The existing social organisations and 
the traditional modern aspects of 
niimdi towns .iltract spi'cial attention. 
This is illustrated by the community 
entertainment programmes every year 

— particularly the Diissera festivals 
and the Ram Lila shows which are held 
in every town and for which funds 
are Collected during the year. The 
villagers who come to sell their pro¬ 
duce in the town have to pay contribu¬ 
tions to the Dluirnuida, i e, the religi¬ 
ous endowments, divided under two 
main heads. One is meant to maintain 
cow-shclters (nauxhala), while the other 
is meant to meet expenses to organise 
Ramlila, the folk-drama woven around 
the story of Rama, the hero of the 
Ramayana. A man who .sells goods 
worth Rs 100 in a nmiidi is asked to 
pay 6 paisa, each, for Gaushala and 
Ram Lila funds. This is collected by 
the local association of businessmen 
called Galla Vyapari Sangh. The local 
Municipal Board or the Town Area 
Committee is not necessarily consulted 
in the matter although some of the 
members of these statutory local bodies 
arc also members of such associations." 

On the one side, therefore, we see 
that with the new statutory bodies 
coming up in the towns, people re¬ 
cognising and accepting the importance 
of public administration run by the 
elected representatives, and on the 
other, that they allow the operation of 
tiaditiunal associations controlled by 
a small group of people. One needs 
to go more into the details of maiidi 
towns to find out the extent to which 
the two systems of social organisation 

— the traditional and the modern - 
impinge on each other. 

As is evid«-nt from the preceeding 
account, part of the Dliarniada lunds 
are used for maintaining Gaushalas in 
tliiulii doininati'd tiiatuli towns. With 
the cultural, religious and ideological 
attachment to the sacredness of the 
cow, it was not surpri-sing that a few 
of the towns in this area organised 
volunteer-groups to go to Delhi for 
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taking part in (he most explosive agita¬ 
tion Mi.it took place on Novtnjlici 
7, 1966. In fact from some tov\'ns 
fw/// Haks/ia (cow inoletiioii) voliinliris 
were sent to Delhi in specitil buses! 

Nous 

Harshad Tnveiii, ‘bmerKenee of 
Scmi-Urban I’ockels in Rural 
Areas - An f-.xploratoiy Study in 
the Sabrak.intha Disiriel of 
Ciijaial', \ iihiiiliiiii Ai tion. \’ol 

Numbers 4 and S. 1966. Award. 
New Delhi, and ‘Emereenee of 
Semi-Urban Pockets m Rur.d 
Areas - An Exploratory Sludy in 
the Biilandshat Di.strict of UP’. 
The hulidii Jdiiiiiiil of Sot itil W'oik. 
Januarv 1967. T.da Inslitiile of 
Social Sciences, iloinli.n. 


2 NCAER, "Market Towns and 
Spatial Development in India”, 
New Delhi, 1965, p 154. 

3 In the entire region, there is no 
town of class VI, because all such 
towns covered by that population- 
range in 1951 have now been de- 
clas.sified. Even Attarra, having 
the population range of Class V 
town in 1951, is dc-classified by 
the 1961 Census. It is learnt that 
there are quite a few Town Area 
Committees recognised for specific 
types of h.ibilations which do not 
fall within the category of towns 
according to the Census of either 
1951 or 1961. It may be important 
to look into these, as they are esm- 
sidcred distinct entities, on the 
basis of income of the local muni¬ 
cipal committees. 

I XC'MsH, op fit p 1.51. and S C 


Dube, “India’s Changing Villages”, 
Routledge and Kegan Paul, London, 
1958. 

Richard G Fox, ‘From Zamindar 
to Ballot Box’, ’’Community 
Change in a North Indian Market 
Town”. Cornell University Press, 
New York, 1969. The author here 
refers to caste-ascriptive voluntary 
associations and committees and 
says that, in this once feudal town, 
community cohesion among the 
Hindus is lacking at important 
festivals, while among the Muslims 
due to their minority status, unity 
is much greater. This is a highly 
commendable study by an anthro¬ 
pologist probing into a relatively 
complex urbanising town whjch 
appears to shift its position 
from a ’feudal headquarters’ to a 
’market town’. 


Speculation, Profitability and Price Stability 
in Commodity Futures Markets 

L S Venkataramanan 


Specukititpi and fiifares iradinp, have been blamed for aceentnatiue. short-term price fluctuations, for 
agftravatiu^ the risiue. trend of prices in many commodities, and for contributing to market instability. 
Government and the Foneard Markets Commission have, therefore, favoured serious restrictions on some 
futures markets ami hiive iHiuued the ftiuetiouiug of others. 

Yet it can he empirically shotrn that since specidalors make profits by buying when prices are low 
and selling when prices are high, they reduce price variations through advance anticipatory actions as 
well as earn profits. 


This study of various futures 
traders on their long i>ositioiis. in 
tendency for the futures price to r 
who maintain the long position is 
role Government has been plaiiiiy.. 

niE subject of returns to speculators 
and the effect of their activity cr.i prire 
stability has ensaged the atlciition <,l 

■SCVCI.d lMl(^t.UMllllg ( ( llllllllllsis I I II d 

man,' Telsoi,- Iloiilh.ikkci’ li.ivc iii.iin 
tafned that speculators’ profits imply 
tlrat they have stabliscd the price. 
Speculators make profits by buyrm; 
when prier's are low .and selling when 
prices ore high. I’tofessiotial .speculal ir.s, 
who Itave the abrlrty to forecast pi ire 
ebiiii.ges, are likely to pin chase nr anti- 
eip.ilioii of the price icacbiiig the iiiliii- 
iniim v.iliie and .sell in anticipation of 
the price reaebtng the ina.simiim Viiltie. 
Tltc.se piolesMonal sirecul.tfois, therefore, 
redtiee inice v.rri.rtions thioiigli advance 
until ip.iloiv' iistions and also earn pro¬ 
fits. The eoiiliaiy, and popular, view 
that spci iilalois dcsl.ihilisc prices woiihl 
imply that speculators generally incur 
losses hy .selling when prices are low 
ami huying when prices are high. Ein- 
liiru-al estimation of speculators’ returns 
can therefore serve as n strong, though 


roniinodify markets found that profit, 
variably over each futures roniraci, 
ise over the period of the contract a 
empirically demonstrated. The study, 
in these markets. 

not uneqnivoeal, measure of support in 
chawing iiifeioiie<‘S about the effect of 
speeiil.itioii on pi ice st.ihility. Highly 
'.iifieiilai eimiitiT-cxamples have been 
lodiiicd' to deinoii,strafe that dcsta- 
ili g siiei iilalive activity can be pio- 
fil.ible, hill they ilo not undermine the 
I' isiliciii (h.il most olteii speenl.ifion 
il pinfil.ihle must ahso be pi ice stabilis¬ 
ing 

.Speeiil.ilioii and futures trading have 
lu i-.i lil.iaird liii .leientnaliiig short run 
piue lliK lii.ilious. lor aggravating the 
rising trend ol prices in litany conuiio- 
dities, and .is piice iaclois in coiilii- 
liiih'iig lo iii.nket inslahility. Strangely 
eniMigh 111 gain .I’d niaiiufaeliireis of jtilc 
goods, eiillon li'xliles and sugar, who 
e.in lieiu lil in tin ii piiiehase and sales 
ai'tivilies tlnough leiourse to futures 
trading, h.ive eoiniilaiiu-d that futures 
iii.iikets h.iM' .iggi.iv.ited price rises. 
Cioveiniuent and the Forward Markets 
Qiniiriission have .sliared thc.so misgiv¬ 
ings and found fault with the fuiiction- 


if were made by both big and smaii 
in most commodities. Thus, the 
lid for profits to accrue to those 
therefore, questions the restrictive 

iiig of the futures markets. They have, 
therefore, imposed serious restrictions 
on the functioning of some futures 
markets and have bamiccl the function¬ 
ing of others. Future.s trading in gur 
w.as bannc'd in 196-3, in major oilseeds 
and thi’ir piodriets in 1905, in cotton in 
1967. There has liecn no futures trad¬ 
ing in raw jute for many years, and 
leec.it years have witnessed restriction 
on futures trading in jiife goods, black 
pepper and luinieric. 

I’.ivask.u III a senes of useful ai ti¬ 
des'’ has provided botlr theoretical 
justification and empirical evidence fci 
support of futures markets. He has 
aigued that empirie.d evidence alone 
iinisl fiirin the basis of judging the in¬ 
fluence of speculation and of futures 
niaikets on prices. His empirical studies 
support the usefulness of futures mar¬ 
kets. Accor ding to the Forw'ard Markets 
lliview Coiiiiiiittee Report, controls on 
pricing and distrilrution in many com¬ 
modities has necessrtiitcd a re-exaniina- 
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tion of the role of futures trading in 
commodities sulijected to such controls, 
it would not be inappropriate to ask 
the question in reverse. Given the utility 
of futures markets in these commodi¬ 
ties, which can be empirically demon- 
stmted, it may be wise to examine the 
need of elaborate controls. 

There are two principal theories — 
the Kcynrsiiin thi'ory ol noiinul 'back¬ 
wardation'* and the llicks-Houthakkcr 
‘forecasting’ theory' — which seek to 
explain the returns to speculators and 
other traders in futures markets. The 
main implication of the Keynesian 
theory is that si>eculators make a x'ro- 
fit in the futures market in the long 
run by maintaining a long i'>ositiun and 
they receive this return for risk-bear¬ 
ing. Normal backwardation is present 
in the futures markets when Inturcs 
prices are downward-biased estim.ltcs 
of expected spot prices, and there is a 
tendency for futures prices to rise as 
tile contract appro.achcs inutuiity. Ac- 
i-ording to the Hicks-Ilouthakker theory, 
speculators can receive, in additiosi to 
the ‘risk bearing’ return which they 
obtain in the long lun by maintaining 
a Jong iiosition, an additional ‘forecast¬ 
ing return’ by predicting changes in 
liriccs. If wc concede tlrat speculators 
have some forecasting ability, tlien the 
return they receive is a joint payment 
for the risk-be.irjng and forecasting 
ability. 

No attempt lias been made in this 
paper to separate the joint return re¬ 
ceived b\ spri'iiliihii s Ill the dllFcient 
futures markets. It is presumed that 
they h.-ive a measure of forecasting 
ability which coiitiibiites to their receiv¬ 
ing a larger velum and stabilising 
pi ice. The e.stunatfcig procedure adopt¬ 
ed in this paper is basically similar to 
that adppted by Houthakker* and Rock¬ 
well.® 

'I'lli' e.stiniales luive lieiii deiived by 
using the data on futures prices and 
trading commitments of large and small 
traders published in the Forward 
Markets Bulletin. The data on trading 
commitments, rexiortcd in the Forward 
Markets Bulletin, suffers from a serious 
limitation compared with similar data 
reported by the Commodity Exchange 
Authority of the United States in their 
Grain Futures Statistics and Commo- 
ditv Futures Statistics. The United 
States data classifies the commitments 
into three groups: large traders hedg¬ 
ing, large traders speculative, and small 
traders, in addition to classifying them 
as long and short within each group. 
The large traders in the United States 
have to report their entire cxnnmit- 


ments to the Commodity Exchange 
Authority, whicli classifies them into 
hedging or speculative. The remaining 
commitments are of small traders and 
they are commonly considered to be 
picdominaiitly speculative. The chief 
limitation of the trading data reported 
111 llic ForiKiid M(irkrl.\ Bulletin is 
that it docs not classify the trading 
commitments of large or small traders 
as hedging and .speculative. The classi- 
ficatio'.i is only in terms of commit- 
nicnts above (large) and below (small) 
a given level and as long or short. 

The returns to huge and small tr.i- 
ders have been estimated in this study 
for the following commodities and 
market centres: hessian cloth (Calcutta), 
'acking 15 twills (t'.iicnthi), gronnilnbt 
kernels (Bombay), groundnut kernels 
(Jamnagar), groundnut oil (Rajkot), 
groiiiidnul oil (Delhi), black pepper 
(Cochin) and tuiineiic (Sangli). The 
lutures and open position data, 

used in estimating returns in all the 
above niaikets, cover tlie period Janu¬ 
ary/I’chruary 1959 to August 1966. 
'I'he Forwaid Markets Bulletin reported 
weekly open contract positions of tra- 
dcis up to the end of October 1962 
and nioiitlily open contract positions 
Ihercaitcr. For esliiiuting returns ic- 
IHirtcd in this iiaper, weekly data on 
futuies inices and coiiusx^onding open 
Iiositions have bei-.i u.sod for the peiiod 
ending October 1962, and monthly 
ilala on futuies pi ices and open iiosi- 
lioiis have been used for the rcin.iin- 
iiig ixiriod ujj to August 1906. A spe- 
cilic data advantage of this study, 
compared to the data used by Ilou- 
thakker and Itoikwell, was the availa¬ 
bility ol weekly observations on lutures 
jiiiics and oi>cn cir.itiacls lor at least 
the iierioil Janii.-uy 1959 to October 
1962 — Jloiitliakker used monthly 
and Rockwell semi-iiionthly observa¬ 
tions. Another data advantage over the 
Uiiiteel States studies, has been the pos¬ 
sibility ol e.stiiiiatiiig returns to Iradcis 
si piii.ileb loi eaili in.llkel eeiili' , e c 
returns to tiadeis in groundnut kcr.iels 
have been sc{)arately estimated for the 
Bombay and Jaiiinagar markets. 

To repeat: it is unfortunate that 
the open iiositioii data reported in tlie 
Fill ward Markets Bulletin docs not 

<lassil> tile ))iisitiiiiis as heilging’ oi 

‘speculative’, and we know only the 
lung and short open positions of large 
ai.d small traders. In the circumstan¬ 
ces, it is not ixjssible to estimate pre¬ 
cisely the returns to long and short 
speculators and to long and short hed¬ 
gers in the markets wc have studied. 
How’ever, it is still possible to draw 


reliable cuiiclusio'.is regarding si>ecu- 
latois returns and tlicir price stabilis¬ 
ing inlluence for the futures markets 
wliieh w'c have studied. 

Ill any futuies market, the total 
shojl and the total long position must 
be i(|ii.i|. A cliaraeteiislic feature of 
most lutiiies maikets is that short 
hedging pri'doiiiiiiatcs over long hedg¬ 
ing and long speculation predoilimates 
ovei .slioit .speculation. For sufficient 
'"'n.iii- 1)1 liiiiiies li.idnig to take 

place ill a eoniinodity, it is necessary 
th.it the lutures contract is standardis¬ 
ed with provision lor the tendering of 
alternative grades, etc. The broad 
n.iture ol the tuluics contract explams 
why, Ki all lutures markets lor agri- 
eultuial eonunodities characterised by 
pel iodic produclioii, short hedging, 
which IS risk -1 educing, predominates 
ovei long hedging, which is risk-in- 
loa'iiig Isineal Jong lii'dgeis uie pro- 
I'c.ssiiig liiins wlio have made forward 
sale ol the iiiocessed commodity, who 
eio not have the lequisite inventory of 
till' law' ni.iteiial and vvlio xiieicr to buy 
the law iiiateiial needed ni futures la- 
tliei than inuehase it in spot. Such long 
htdgiiig IS low at the beginning of the 
eroi) year when s^iot pi ices ai'c low 
and tends to iiieiease towiuds the end 
ol the eiop year, but it is always be¬ 
low the shoil hedging position. Since 
ln-dgiiig IS always net shoil and spe- 
enlatioii is -.lel long, the long position 
IS laigely speculalivo and the .sliort 
po.silioii is hugely hedging. 

Oil the basis ol the above arguments 
lelatnig to typical luluies markets, we 
can eonsidei tlie leturii on the long 
liosilion ol large and small traders to 
be l.ugelj long siieeulativc icturiis and 
die iituiiis 0^.1 tJic slioit position ol 
laige and small traeleis to be largely 
slioit bedgnig ictiiiiis Iroin lutures 
eunmiitineiils. 

'llie letuins to laige and small Ira- 
deis have lieeii estiinaled by a.ssummg 
dial die eonuintineiils ol the tradeis 
will oiiened at the lutuies piice dur¬ 
ing a peiiod and elo.sed out at tlie 
liilnies puce duiing the iollowing 
pi nod. weekly lutuies piiccs and open 
pij.sitioii data weic used to estimate re- 
tiir.is loi jaiiuuiy/February 1939 to 
Oetobei 1962, and monthly data were 
used loi die remaining lieriod up to 
August 1966. (.See the Table on returns 
to laige and small traders on tlieir 
long and shoit xiositions.) 

'I'lie Talric shows that, in almost all 
maikets, the large and small traders 
leeeived profits on their long positions 
and incurred losses on their short po¬ 
sitions. This implies that large and small 
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Table: Returns lo Large and Small Traders on Their Long and Short Positions in Different Fuiurbs Markets, 1959-1966 

(Thousand Rupees) 



Large Tracers 

Small Traders 

Total Re* 
turns on 
Long 


Long 

Short 

Net Profit 

Long 

Short 

Net Profit 

Comtro<lit> f uture 



or Loss 



or Loss 

Position 

Hessian Clolh (C’uicultj) 








February 

n»8.4 

1249 8 

— 61.4 

- 1186.2 

1247.6 

+ 61.4 

2,2 

May 

1705.0 

-1723.1 

- 18 1 

2105.5 

—2087.4 

+ 18.1 

3810.S 

AuBiist 

560 1 

69.6 

1 629.7 

2061.9 

-2691.6 

— 629.7 

2622.0 

November 

1629,1 

2159.1 

— 530.0 

7134.3 

—6604.3 

+ 530.0 

8763 

Total 

5082 6 

—5062.5 

+ 20.2 

10.115.5 

— 10,135.7 

- 120.2 

1.5,198.1 

Sacking B Twills (Calcutta) 








February 

132.4 

- 651.5 

- 519.1 

795.8 

— 276.7 

+ 519.1 

928.2 

May 

1603 7 

1726.6 

- 122.9 

4473.2 

—4350.3 

+ 122.9 

6076.9 

August 

1441 8 

867.1 

1- 574.7 

4934.2 

—5508.9 

— 574.7 

6376.0 

November 

743.7 

323.6 

1 1067.3 

1669.5 

—2736.8 

—1067.3 

2413.2 

Total 

3921.6 

2921.6 

+ 1000.0 

11,872.7 - 

-12,872.7 

— 1000.0 

15,794.3 

Grounilnut Kernel (Bombay) 








Jan-Fcb-March 

5127 4 

3679.6 

+ 1447.8 

3085.9 

-4533.7 

—1447.8 

8213.3 

April-May 

490.1 

- 705.5 

215 4 

5654 1 

—5438.7 

1- 215.4 

6144.2 

July-August 

131 .2 

1051.7 

1 1182.9 

907.9 

- 2090.8 

— 1182.9 

1039.1 

September 

5059 6 

4044.6 

1 1015.0 

3094.0 

- 4109.0 

—1015.0 

8153.6 

Total 

10,808.3 

—7378 0 

1 3430.3 

12,741.9 - 

-16,172.2 

—.3430.3 

23,550.2 

Orounilnut Kernel (Jamnagar) 








January 

7 0 

185.7 

178 7 

271.6 

— 4.50.3 

- 178.7 

264.6 

Mar-Apiil-May 

1254.7 

1068.8 

185 9 

.355 9 

— 170.0 

1 185.9 

— 898.8 

July 

39 <> 

18 3 

58.2 

113 6 

— 171.8 

- 58.2 

153.5 

Septcml'cr 

269,3 

356.2 

86.9 

-- 4.6 

91.5 

-1 86.9 

264.7 

Total 

952,5 

916.4 

35.9 

736.5 

— 700.6 

+ 35.9 

— 215.8 

Oroumliuit Oil (Rajkot) 








Januai y 

3245 9 

3175.4 

1- 70.5 

873.3 

- 943.8 

— 70.5 

4119.2 

Mur-Apri 1-May 

68.8 

354.8 

+ 423.6 

191.6 

— 615.2 

— 423.6 

260.4 

July 

69.2 

108 9 

1- 39.7 

1055.5 

—1095.2 

— 39.7 

986.3 

September 

633 3 

433.1 

— 200 2 

IIS 1 

85.1 

+ 200.2 

- 518.2 

Total 

2612.2 

—2278.6 

1- .333.6 

2235.5 

—2569.1 

333.6 

4847.7 

OriHimlnut Oil (Delhi) 








January 

394 5 

369,1 

f- 25.4 

1605.5 

1630.9 

— 25.4 

1900.0 

Feb-Mareh-April 

390.1 

— 475.4 

- 85.3 

302.8 

— 217.5 

-1 85.3 

692.9 

May 

331 0 

474,0 

4 143.0 

— 0.2 

— 142.8 

— 143.0 

— 331.2 

Total 

1- 454 5 

— 370 5 

+ 83.J 

+ 1908.1 

—1991.2 

— 83.1 

+2362.6 

Black Perper (Cochin) 








January 

322 4 

— 273.6 

+ 48 8 

— 79.4 

30.6 

— 48.8 

243.0 

Februarv 

114.4 

- - 115 0 

— 0.6 

— 65.2 

65.8 

+ 0.6 

49.2 

May 

1032.4 

— 10.31.1 

1 1.3 

207.8 

— 209.1 

— 1.3 

1240.2 

July 

- 214.8 

245.6 

+ 30,8 

— 47.2 

16.4 

— 30.8 

— 262.0 

August 

- 486.8 

752.6 

1 265.8 

- 203.2 

— 62.6 

— 265.8 

— 690.0 

October 

219.7 

231.1 

+ 11.4 

— 53.3 

41.9 

- 11.4 

— 273.0 

December 

21.9 

- 32.9 

— 11.0 

1159.3 

170.3 

+ 11.0 

— 137.4 

Total 

569.8 

223.3 

I 346.5 

— 399.8 

53.3 

346.5 

+ 170.0 

Turmcrii (Sangli) 








May 

— .398,9 

410.9 

1 12.0 

— 103.9 

91.9 

- 12.0 

— 502.8 

October 

787 I 

- 796.7 

— 9.6 

196.4 

— 186.8 

+ 9.6 

983.5 

December 

— 250 5 

108.9 

— 141.6 

259.4 

— 117.8 

+ 141.6 

8.9 

Total 

•h 137.7 

— 176.9 

139.2 

+ 351.9 

— 212.7 

+ 139.2 

+ 489.6 
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speouloton invariably received profits, 
and large and smaU hedgers incurred 
losses. The only exceptions appear to 
be the groundnut ' kenaels market of 
Jamnagar where the large traders lost 
on their long position and gained on 
their durt position, and die black 
pepper market at Cochin where the 
small traders lost on their long posi¬ 
tion. 

The relative consistency in -the pat¬ 
tern of results presented in the Table 
on^ returns to large and small traders, 
enables us to draw the following con¬ 
clusions. If large traders on their long 
position are taken to represent profes¬ 
sional speculators and small traders 
long as non-professional small specula¬ 
tors, the results indicate that the non¬ 
professional small speculators — who 
are presumed to have no forecasting 
ability — received profits by maintain¬ 
ing the long position in all the futures 
markets except black pepper. The large 
professional spcnilators rraped profits 
in all markets except at the groundnut 
kernels market at Jamnagar. The 
results of the study thus show that pro¬ 
fits were made by both large and .small 
traders on their long positions, invari- 
iihly over eucli liiliirr.s confruct, in all 
(. 0 )nrnoditie.s i \ci‘pl lliose nb-rred to 


above. Thus the tendeocy for dw fu¬ 
tures price to rise over the period of 
the contract, as suggested by the K^- 
nesian theory of normal badcwardatlon, 
end the profits following therefrom to 
those who maintain the long position, 
has been empirically demonstrated. The 
consistent profits, made by speculators 
also suggests that they had some fore¬ 
casting skill in addition to the general 
skill of being long, and that by their 
actions they stabilise or narrowed price 
variations. 

The role of Government and the 
Forward Markets Commission in curb¬ 
ing or banning futures markets then 
does not appear to be justified. Futures 
markets are useful even under condi¬ 
tions of short supply. 
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Kenya Asians: Apportioning the Blame 


Pradip Nayak 


The British Immigration Act of 1968 left the British Asians in Kenya virtually stateless. India could, 
if it wished, have made it impossible for the British to implement their Immigration Act by simply and 
firmly refusing entry to British Asians. For a number of reasons, including pressing compassionate 
ones, the Government of India allowed the British Asians in. 

Although the British Asians were not entirely blameless, the British and Kenyan Governments 
acted in a high-handed manner due to internal political compulsions, many of them dubious. These 
internal evrrents as well as the international dealings of the Indian, Kenyan and British Governments 
on this issue are critically examined and some of the spurious manoeuvres exposed. 


THE only government that seems not 
to totally ignore the human aspects of 
the Kenya A.sians’ problems is the In¬ 
dian Covcnmient. W'hether this is by 
deliberate design or accident or even a 
vague, fatalistic acceptance of the re¬ 
turn of many of these people ‘home’ as 
inevitable, is an open question. The 
passing of the 1968 Iininigrntion Act by 
the United Kingdom Government cer¬ 
tainly resulted in adding a new dimen¬ 
sion to Indian attitudes. Before the 
Act, the rclationsln'i) of India with the 
'Indians’ in Kenya and elsewhere was 
mure ambiguoas. 

The Independence and the partition 
of India in 1947 had no permanent ef¬ 
fect on the behaviour and attitudes of 
the Asians in Kenya except, perhaps, a 


further iliveion ol the community into 
smaller eommiinal t-atnps. It has been 
pointed out that unlike the Indians in 
Guyana or Manrilins, nut many in 
Kenya had taken up the cause of an 
independent Kenya to be ruled accord¬ 
ing to tile wish of the majority. How¬ 
ever, the nuineiieul strength of the 
community has l>een quite small. The 
total Asian niinn)er never exceeded 
259,000 in a population of over 9 mil¬ 
lion. The few known Indian activists 
were promptly roinxied iij) or otherwise 
silenced in the early fiftir-s liy the colo¬ 
nial governrueiit imder the arbitrary 
ixiwers that the Governor had acquired 
liy declaring an emergency after the 
massacre oi loyal Kikuyus at Lari. The 
cffOTls of those who believed in peace¬ 


ful, noii-violent methods tor attaining 
majority rule (e g, the Indian Congress) 
were finstrated !))■ the violent nature of 
the, Mao Man movement. It is interest¬ 
ing to note today that the independent 
Kenya Government i.s actively suppres- 
•sing material that shows the contribu¬ 
tion ol the Asians to the nationalist 
cause. However, it i.s true to say that 
a large iiiiinbcr of Asians—being trad¬ 
ers. artisans and clerical workers—were 
not oveienthusia.stic alxnil majority rule 
mainly lieeaii.se llie type ol stability 
thtiy desired was alrearly given to thini 
by the eoloniul goveniment. Theie 
never was a mass niuveinent tor inde- 
pendener’. Such a movement might have 
drawn the progressive Asian youth 
into the nationalist fold. But that is 
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only sp<‘< niutiiin. When tin* picsi-nt rul¬ 
ing I'arty—the Kfiiya Aliic-un National 
Union—was lornii-il, it i<-fiisf<l to cn- 
rol! non-Alricun inmilx'rs. 

At no tiino has India Ix-iiavcd ini- 
propeily towards Ki ns a. 'I ln'ic havr 
Ix't'ii instuiK'i's (il India (isi'ilooking the 
intiTcsts III hi i snl>)'<ts and cvpalriati’S 
for till' sako ol propiiily It has noithcT 
liiicn (Mgci lull .ihl" to use tlu‘ financi¬ 
ally stiong Asian iiiinoiits to c.scrt poli¬ 
tical picssiiir on Kenya 01 even pursue 
piiicly coiiinicKial inlcicsts. This pro¬ 
priety, in its I'sticinc loiin, has been 
interpreted as weakness by the Kenya 
Covernineiit. When Imlia gave strong 
support to Kenya at the time the lattei 
attained indepeiKlence, it offeicd train¬ 
ing lacilities, urged the Asians to take 
out local citirensliip, and to show its 
good laith, leliised to oflei the Indian- 
born Asian the kind ol secniity that 
the UK Cioverniie nt gave tiu' Ilritish- 
born lis' the l‘)ti| lliifish Nationality 
Act. 'I'his Act I'liabled the Ih itisli-boin 
residents ol Kens a to .leiniire Kenya 
citizenship but made it possible for 
them to renoniiee it at any time ol their 
choosing and leseit to being Biitish il 
they wished to letniii lloine to Ifiitain. 
No siieli seenrits was given to the In- 
dian-lxiin. 'I'he Indian (Government 
isiiild have passed coniparabic legisla¬ 
tion applicable to the Indian-boni 
Asians in Kenya but did not. 

Altliougb the legislative and adminis¬ 
trative decisions that led to many Asians 
remaining Biitisli subjects in Kenya arc 
not complieated. thev aie oltcn not 
understood by many in India and Eng¬ 
land — paitieiilaiK by the stioiig anti- 
immigration lobby in Westminster. Bc- 
foie IfKii. eseiy peisoii who was resi¬ 
dent ill Kenya and uhii did not hold a 
foreign passpoit was a "Uiti/en of the 
United Kingdom anil (Colonies". He 
obtained his llritidi iiassiunt iinile free- 
Iv Irom the temtoiial goveiiiment. After 
file Consei valives passed the 1902 
Coiiimonweulth Iniinigiation Act, al¬ 
though the eolonial passport holders 
were technically citizens, they no longer 
had an unietteied right to enter Bri¬ 
tain. WluMi Kelly,! became independent 
in lifOd. Hiiti'li passpoits weie no longer 
i.ssued by tbi' Kiaiya authorities but the 
Kenya Indciiendeiue .Act (UK) cieated a 
new kind ol Biitish citizin: non-In¬ 

dians and non-Keny ails who remaincil 
Biitish by delaiilt. These Biitish citi¬ 
zens—Asians and otheis—weie not sub¬ 
ject to the lesliietioiis ol the I9(i2 Act 
il they simply applied to the UK Gov¬ 
ernment (i (', the British High Commis¬ 
sion in Naiiobi) for new passport. An 
.idniinistr.itive decision laid down that 


the.se Britisli passiiort holders did not 
fall undei th<‘ 1062 Act. The signifi- 
cunt point often overliKiked is that 
the>^e people—wlio were mainly Asians 
—had never lieen offered or acquired 
British citizenship alter Kenya became 
indi peiideiit. Their national status had 
been and reinaim-d “British Subject : 
Citizen ol the UK and Colonics” be- 
can.se they had been bom or naturalis¬ 
ed in the colony ol Kenya. Thi'y con¬ 
tinued to be Biitish because the Kenya 
Indeiiendenie Act did not aeliially re¬ 
move Briti.sh citiz.i-nship Irom them. 

Duncan Sandys wrote in the Specta¬ 
tor (London) in March 1968 that it 
was never iiiteiidi’d to admit the Kenya 
Asians Ireely into Britain. The only in¬ 
tention was to piovide an eseajie clause 
for those who were British and who 
wisfied to opt mil of taking Kenya 
eitiz.enship. It can only he assumed 
that the eontradietion involved in the 
stafiiiierit eluded the ex-CoIoiiial Secre- 
l.iry. He iinjilied that the puriio.se was 
to provide a lormal structure which 
ssoiild eiiahle Eiiropeikn settlers to re¬ 
main British ami later return to Britain 
blit tlial, beeaii.se of the bypociite that 
be IS. lie was not able to introduce an 
openly lacial claii.se. The measure de¬ 
signed to enable a few thousand Euio- 
peans to opt out of Kenya when the 
going beiaiiie loiigli resulted in aiipro- 
\imately 12t),0()0 Asians finding them¬ 
selves eoritinuiiig as British eitizens. 
The British-lxiin had been jirovided 
with aiiotliei imife to sati’ty by the 
1961 Biitisli Nationality Ael if they 
took mil Kenya citizenship and later 
changed theii minds. 

Biieach ok I’bomi.se 

hiiii Maelend. .Sandys’ Cabinet coll¬ 
eague in 196.'5, W'lote in the same joiii- 
nal a w<-ek latei that the imiilications 
ol the Kenya Independence All were 
lullv iiiideistood 111 196.‘1 and that the 
riglit to enliy into Britain was given to 
anyone, .Asian m Euiopcan, who re¬ 
tained British citizenship. 

The mam objection to the ISXiS Im- 
migratioii Act (UK) was that it left the 
British Asians in Kenya virtually state¬ 
less. Kenya is not willing to let British 
.Asians stay on indefinitely. But, olfiei- 
ally. they are not aeeeplable anywhere 
I'lse either, unless Britain aeeejits ulti¬ 
mate responsibility lor them, which is 
denic'd bs the .Act. Howevei, the ill- 
inlorined e.\-Hoiiie Seeietary. James 
Callagbau, who sinned to think at the 
lime of the Barliamentury debate (1968) 
that the option ni Kenya citizen.ship 
was still oixMi to the British Asians, 


gave a pledgi- that any expelees from 
Kenya will be admitted to Britain—as 
if the British Government has an alter¬ 
native. 

It is established that the British had 
inipliiilly maili' a iwomisc in the 1963 
Kenya Independence Act and the Kenya 
.Asians had taken il at face value. Whe¬ 
ther the piomise was for the Asians’ 
hi-nufit. or only for that of the settlers, 
or was the lesult of sheer carelessness 
is now unimportant. It is ironic that 
British racial exigencies led to breach 
of promise despite the fact that Britain 
had signed the Universal Declaration of 
Human Rights, tlip UN Convention on 
Civil and Political Bights, and the 
Fourth I’rotocol to the European Om- 
ventimi of Human Rights which says 
that “no one should l>e deprived of the 
right to enter the state of which he is 
a national". It mii.st I>c pointed out 
that the first two have failed to become 
a part of international law because of 
the luck III ratifications. But Britain 
had al.so ratifieil UN Convention on the 
Reiliiclimi ol .Statelessness which says 
that u “state sb.d! not deprive a 
person of his nationality if such 
ileprivatimi w’ould render him stateless”. 
Biitain lia.s created i/c facto stateless¬ 
ness. The British Asians in Kenya owe 
allegiance to Britain .hut their right to 
enter the cmmtry is no longer embodi- 
I'd in the law. 

The effect ol the 1968 Immigration 
All on public opinion in Britain has 
hi'cii ilescrihed as disastious. The Gov- 
criiineiit and the Opposition had made 
an nnfortiinate attempt at appeasement 
ol racial Iceliiig by pa.ssmg the Act. 
This w'as the climax of what was often 
called a “Dutch auction of illiberalism" 
in which the two major {Hilitical par¬ 
ties wcie the most important bidders. 
A coimliy that pleaches morality'in in- 
lenuitimial relations did not hesitate to 
introduce a hastily drafted bill that 
curtailed the fundamental rights of 
sivme Biitish citizens. The Government 
ereatecl two categories of British citi¬ 
zens by introducing the notorious 
"grunilfather clause”. When such open¬ 
ly disciiminatory conditions are given 
legal sanction they may quieten the an¬ 
xiety eieated in the general public by 
the iiresjioiisible seetiiin ot the mass 
iiieili.i but they certainly demoralise 
the eolmiieil community in Britain. 
Tliey would also eiictiurage the extre¬ 
mist whites to press liirther for more 
seveie measures. This is proved by the 
tabling ol yet another restrictive immi¬ 
gration hill and the increasing frequ¬ 
ency and resp«‘ctahility with which dis¬ 
cussions on repatriation now take place. 
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Even the new Home Secretary, Regi¬ 
nald Maudling, talked about it in his 
first speech in the- new Parliament. The 
continual and often highly coloured 
coverage of the "colour prolrlem" by 
most of the papers and other mass me¬ 
dia has produced an increasing and 
compensatory tendency for immigrants 
to organise themselves in defensive 
associations. The. emergence of the vio¬ 
lent, white ‘Skinheads’ — the working 
class guardians of the British heritage 
—is a sad but not unforeseen pheno¬ 
menon. Edward Heath, the Conserva¬ 
tive Prime Minister has conveyed, while 
partially disowning Powell, that he has 
no intention t)f drifting too lar away 
from his more extreme supporters. The 
painful occasion when a junior minister 
in the previous Coverninent said that 
he would “get rid of" an Indian youth 
caught up in a not unusual bureaucra¬ 
tic nnuldle • may give some idea of the 
type of thinking that gws on in the 
highei Lalami echelons. 

India could, if it wanted, have made 
it impossible to impicineiit the British 
Immigration Act by simply and firmly 
refusing entry to British Asians. The 
pR)blem would then have been Britain’s 
alone. There was indignation here at 
the overt racial discrimination. Despite 
strong lerding that there should be no 
Indian assistance, lor moral rather than 
irolitieal reasons, the Government even¬ 
tually accepted the. eompassionate argu¬ 
ment and went to the aid, though in¬ 
directly, of its kith and kin by allow¬ 
ing them to enter India. There were 
some who declared that the predica¬ 
ment ol the people involved was of 
their own making. In Delhi, there is a 
sti'unge mixtme of distant paternal res¬ 
ponsibility and active dislike for Bri¬ 
tish Asians. The Government helped the 
Indiaiks in Burma when they were in 
trouble and felt that the Kenya Asians 
could not be let down dc.spite, the fact 
that there weie no sirecial facilities for 
coping with them. Some among the 
more scnsiti/e circles, however, resent 
the materiali.sm, the arrogance, the 
we.ilth and tile, political fence-sitting of 
th<- Kenya Asians. This is mainly be¬ 
cause precious little is known about 
their past and the circumstances that 
led to the community adopting a de¬ 
fensive posture. 

Immediately after the 1968 Act, In¬ 
dia refused to recognise the British 
passports of the Kenya Asians for en- 
tr>' purposes. This action applied to 
tourists as well and many, who would 
have come to India anyway, were ex¬ 
cluded. A few months later, however, 
the IndicU) Government decided to stop 


playing politics over these unfortunate 
people and allowed many to enter In¬ 
dia for permanr-nt settlement. Whether 
the change of attitude was in response 
to the recognition of a grave human 
problem or diplomatic pres.surc from 
Biitain is not known. Probably both 
reasons influenced the decision. A face¬ 
saving .solution has been found by the 
Indian and UK Governments by which 
Britain formally accepts the right of 
the British Kenya Asians to enter the 
United Kingdom tor those going to 
India, but then the individuals con- 
cenied have to declare that they will 
not exercise th<' right. .Such are the 
strange woikings of diplomacy. India 
acted very chaiitahly towards the UK 
Government and certainly helped to 
avoid a potentially explosive situation 
in Kenya. 

It is interesting to speculate why so 
many A.sians did not take nut Kenya 
citizenship. Citizenship had been of- 
ferc-d to thosi- resident in the country 
on quite gcneioiis terms. It has been 
estimated that about • 60,000 automati¬ 
cally became citizens because they 
were born in Kenya and one of their 
parents was horn there as well. I'or 
other residents, a two-year limit was 
.set for apiilynig to take out Kenya citi¬ 
zenship. Only about 20,000, it is claim¬ 
ed, applied, l^ioportionally, the Euro- 
IM'an response was supposed to be even 
IKioier. Wlntehall pressures ensure that 
diseussing the European figures is 
considered to 1 k‘ in had form in 
Nairobi. 

Abuse of Poweu 

The Kenya (Jovermnent took the 
view that the choice of citizenship 
within two yeais was a good test of the 
individual’s csimmitment, or otherwise, 
to the coimtiy. At face value, this te.st 
seems very reasoiiahle. But the Govern¬ 
ment playi-d an active- role behind the 
.scenes in disconiaging Asians from ap¬ 
plying by evpioitmg their conservatism 
and iii.seciirits. There were other events 
and beliels that also played nut an 
unimportant lolc. The Zanzibar inas.s- 
aeres, the Aimy mutiny, the vague 
general donlit in the ability of the 
•kfricati to he an impartial administra- 
for. Kenya’s leimtation as well ns le- 
cord for raei.il and tribal strife, and 
the siipposeil c-ertainty of the protection 
resulting from holding a British pass¬ 
port were niatcers that influenced the 
Asian decision-making process. Al¬ 
though some of the, events were be¬ 
yond the control of the Kenya Gov¬ 
ernment, there is enough evidence of 


the abuse oi power by the latter and 
the lack of an honest intention to treat 
Kenya citizens oi all colours equally. 
For exainiile, thr- Government was not 
committed to the bill iirotection of 
eitizcn.s—as opposed to black citizens 
—in the civil service. The Cioveriiment 
had reserved the right to discriminate 
on racial grounds, theoretically, to cor¬ 
rect th<- “historic imbalance”. It is not 
disputed that m pre-independence 
Kenya there was di.serimination against 
the Africans. But this discrimination 
had affected the Asians as well. Was 
it necessaiy lor the post-independence 
Govcinment lo lay down different cri¬ 
teria for the trealment ol black Ken¬ 
yans and brown Kenyans in the civil 
.service? This kind ot oificial recogni¬ 
tion of discrimination, based only on 
colour, between citizens was treated 
with eonsideiable apprehension by 
many Asian eivil servants. It was re¬ 
garded by others as an example of the 
type of things to come in the future. 
Under tlie eirciimstaiices the apposite 
(piestion was; “When the option of 
staying British is open, w-hy should the 
Asians become Kenya citizens and, 
most iirobably, lose their jobs as well 
as th<- rigbl lo leave the country when 
they w'cre discriminated against and 
became jobless?” 

Some of the, worst examples of 
raeiali.sm have been Ibe iieriodic radio 
bioadeasls oi ibe goveriiment-c-ontroll- 
ed Voice ol Kenya. Vitiiolie attacks on 
tile Asian community and extremely of¬ 
fensive racial diatribes h.ave been trans¬ 
mitted wilboiit an apology, exx^lanation 
or a single adveise remark from suc¬ 
cessive Minislers of Information. Undei 
the ciiciimstanees. the belief that these 
hroadeasis have official sanction can 
hardly he icgaided as piesiimptuuiis. 
The anti-Asian leeling dining the two- 
year period loi litizensliip upplieations 
was Kiveii wide piiblieitv by the Voice 
of Kenya when dntiliilh leporting in 
detail the lathi-r e.sliiiiie views ol some 
n.itive Mbs, tiade unionists, ill-ediieat- 
ecl minor p.iits officials and others. 
Added to this misiiblle hut effective 
liiopagaiida, the deportation of Kenva 
citizens of Asian origin convinced many 
iindeeidi-d Asians that their future even 
as Kiaiy.i citizens was by no means 
secuie undei a government that formal¬ 
ly talked about “Kenyanisatioii’’ but 
actually meant “blaekem’sab’oii” of 
various jobs. 

The racial hostility was initially 
aroused in the pre-indepc-ndonce days 
by the inaiki-d difference in wealth 
and opixirtunities, the identification 
of a majoiify of A.siaiis with the 
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colonial ^yste ^1 aiul the lock of active 
association with African nationalism. 
After indeitentlcnce, the hesitancy in 
taking out citizenship and the political 
fence-sitting are supposed to have 
added to the already strong anti-Asian 
fee.Ung. One cannot hut question the 
hona fidex of the Kenya Government 
due to its whip))ing up of racial feel¬ 
ing to cover iq) strong tribal differ¬ 
ences which resulted in confrontation, 
riots, deaths, and the banning of 
Odinga's Kenya Peoples Union (which 
was thi' only I'ffective opposition 
party). It is not dilficult to imagine 
how public opinion could have been 
devi'loped on other lines by a differ¬ 
ent, more responsible, u.se of the mass 
media. It was not rs’ally essential for 
the ministers to reveal with monoton¬ 
ous regulaiity that not many Asians 
had applii'd lor citizenship. For 

instance, how m,iiiy ol us know the 

number oi people who loiiiially took 
out Indian citizcnshi)>, sa>. in 1968? 

Another proof ol Keiisa Government 
piiila ficU'x is the l.ict that last year 
the Vi(V-Piesident declaicd without 
any e.\iiiessioti ol legiet oi shame that 
as many as 'I.OCKt citizenship aiipiica- 
tions had still not been pioces.sed — the 
closing d.ile lor applications was 

Decemiicr 1965. 


It has often been asserted by Afri¬ 
can politicians and others that A.sian.s 
could never become true citizens of the 
country b<‘cau.s<> ol their apparent un¬ 
willingness to break down the com¬ 
munal barriers. It is unfortunate that 
the deep-rooted African tribal rivalry 
and miitiial distrus’t are conveniently 
overlooked. For example, are any of 
the Kikuyu Cabinet ministers in Kenya 
married to a noii-Kikiiyu, or any Luo 
to a lum-Liio? That argument is very 
much a case ol the pot calling the 
kettle black, or, in Indian political 
terms, the Jan .Sangh calling the 
Muslim League communal. 

There is no di.s|>nte as far as Keiiyu- 
iiisation is eoiieerned. The replacement 
of non-Kenyans by Kenyans is a mat¬ 
ter of economics and tuning. The 
Government lias to decide the extent 
Id which Keiisamsatioii, with its lesiilt- 
iiig lo.ss ol skills, IS eoiiipatilile with a 
rapid rah- ol eeuiiomic giowlli, wliieli 
IS the avowed aim of the admiiiistra- 
lion. It is possible that as Kenyanisa- 
tioii covers the professionals and the 
iiiaiiager.s, the economic loss to the 
eoiiiitry may be greater. An aitiele 
III the East Afiiraii Journal (March 
1968) argued that given leasoiiahlc 
piojeetioiis ol eeonomie growth .ind of 


the supply of trained Kenyans for the 
increasing number of skilled jobs, 
there is likely to be plenty of scope for 
most non-Kenyans to continue and that 
drastic Kenyanisalion could be damag¬ 
ing. It is an ironic aanmentary on 
Kenyariisatioii that in 1968 when a 
large numher ol skilled Asians were 

leaving Kenya, the Goveaimenl was 
recruiting skilled workers — mainly 
lor the building trade — on contract 
liom India. 

Of the three govenunents chiefly 
involved in the loreible movement of 
human beings iroin one eimtinent to 

another, only the Indian Government 

had acted in a manner that took 
any notice ol the ideals of the Unman 
Ibghts I'e.ir. 'I'hc obviously racial, 

(lolitieully devious. intellectually dis- 
bonesf jiiid moially mijiistifiable h'gisla- 
tive and ndimmstrative acts of tbe 
United Kingdoiii and Kenya Govern¬ 
ments eleaiK sliovved the difleienee in 
wliat they cl.iiiii to believe in and 
W’bat the> actiialK do. Tbe best that 
w*’ can now hope lot is that the re- 
iiiainiiig Asians — citizens and noii- 
eitizens — m Keina may be able to 
lead u jieaceliil lile alter Keiixanisutiun 
lakes its toll and lediiees .som<> of the 
hoslilils tovsards them. 
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FROM THE CHAIR 


Indian Aluminium Company Limited 

Address of the Chairman, Mr H V R lengar 


THE following is the Address of Mr 
II V R lengar, Chainnan, Indian Alu- 
miniutn Company Limited, at the 
Thirty-third Annual General Meeting of 
the Company held on April 26, 1971: 

I welcome you to the thirty-third 
Annual G<’ncral Meeting ol the Com¬ 
pany. 

I am sorry to say that for reasons 
of health I am unable to be present 
at this annual shareholders’ meeting 
which I had the pleasure of attending 
every year since 1 became Chainnan 
of this Ccympany. 

A highlight ol our >ear in 1970 was 
the formal opening oi the Belgaum 
Iilant on 7 November bv the I’lesideiit 
of India. Sliri V V Giri seas good 
enough to lefer in his addiess to Indal 
as a iirogressive employer with an 
enlightened approach to labom pio- 
blems, Ilis kind remarks were mneh 
appreciated and Inclal will endeavour 
to eontiniie to live tip lo Ibeni. 

Let me concentrate niy leinarks on 
our Compans’s peifounaiKc ov< i ihe 
past year and dwell a little on some 
of the pioblems which aie outstanding. 

Sales increased substantially in line 
witli increased prodnetion. Oiir new 
alumina and smeller facilities reached 
planned cajiaeify levels in a eoininend- 
ably short spaei’ ol time. .Ml ol oin 
oldei plants also perlonned w'cll, and 
after allowing toi the effects of the 
sliike at Ilirakiid. leioul levels ol oiit- 
luit were attainid in 1970. This is 
particularly giatifying as plants become 
subject to wear anti teai as they grow 
oldiT And need moii; intensive main¬ 
tenance and attention. 

Whilst our sales volume and .sales 
levemies incieased very substantially 
last year, ineotiie showi'd hardly any 
change. W'hilst this was largely due 
to the absoi'iition of start-up expenses 
at the new smelter at Belgaum the 
Company's costs contiiuicd to be affect¬ 
ed by price increases in its raw material 
and other ininits. It is disijnieting that 
in the lace of these continued additions 
to prices of raw’ materials our own sell¬ 
ing prices aie frozen !)>• Government 
at levels which are, on aver.ige, Rs 250 
per tonne lower than the prices we 
were receiving at the end of 1966. Such 
a situation was difficult to envisage 
when the Belgaum project was launched. 

Our forecast ol metal demand indi¬ 
cates a continuing shortfall in indigen¬ 


ous supply for the next few yeais, in 
.spite of the rapid rate of expansion of 
the industry. During this period metal 
will have lo continue to be imported 
and it is interesting to note that during 
the p.ist month it has Iieen reported 
that importeil metal was being offered 
for sale about Its 1,600 per tonne 
highiT than Indal's price. It see.ms 
that this IS additional proof of the need 
for urgent Inither expansion of 
domestic prodnetion and evidence also 
that there is scope to encourage oiii 
indnstrv in India without being unfair 
to customers. 

It .should be observed that Indal’s 
recoid over the past decade is one of 
continuous expansion and our 1970 
production anil sales show' a fourfold 
increase ovi’i 1961 .About filty crores 
of eapiUl expeiidituie has been made 
over these ten seals, and we aie pro¬ 
viding full-tiine einiilosinent for .almost 
two thousand additional people. 

So far as Indal is lonc'eined oiii 
intention is to eudeavom to continue 
to expand .dthoiigh it should be 
appreciated that ni.ijoi I'xpausion pio- 
jects take thiee oi loin veais unch'i 
construction anil that to forecast thi’ 
viability ol a projiosed exp,msion is 
difficult ovi-i .1 lengthy period when 
one sees using costs and fiozen 
puces. W’e hope that Government 
will iiiovide some incasme of relief 
upon hearing the findings ol the Work¬ 
ing Gioin) appointed to .study our 
industry. 

Oiii Taloja pioject is going ahead 
steadily .illhough it has been subject 
to .some dtdays caiisi'd by the steel 
shortage and procedural difficulties in 
obtaining import licences It is hoped 
that the sheet mill will be in opr'ra- 
tioii by the end ol the yc’ar, although 
all the jiroposed lacilities will not be 
comph'ted until next year. The .sheet 
mill will be a most important .addition 
to our facilities and will materially 
contiilmte to developing new uses for 
aluminium. As sli.ireholders will know, 
ahiinimum iirodiieeis aie lestricteil in 
the amount ol si mi-fabiic,aling capacity 
tlK*y can install, limiting such capacity 
to about half of smelter production. 
Whilst the purpose of this policy is to 
ens.ire that adeqiiati- supplies of ingot 
are available ior conductors for the 
electrification programme, it 'does 
leav' ■ produe* rs in an awkward posi¬ 


tion if demand fiom the electrical 
sector falls off for any reason, the 
demand lor products in ingot form, 
outside the cable industry, being 
rel.itively small. 

In the long run the quantity of 
metal reejuired by the conductor 
industry will fall substantially below 
half of smelter production. It dome¬ 
stic maikets aie to be found for the 
additional volume ol metal that will 
be available W'heii clemaiicl by the c.able 
industry ih'diiu's, semi-fabrieating 
facilities must exist to convert a largo 
part ol this addition.d ingot into usable 
forms. Since it takes about three 

years to plan and install such facilities 
it will be uiipoilant that any change in 
dem.uid by the conductor indnstiy be 
seen siiHlcientK lar in adv.ince to per¬ 
mit the timely installation of additional 
scmi-l.ibiicating facilities. 

We belieye this transition in the 
market w'oiild lie more easily catered 
lot if piodimis weie allow'ed to 

install facilities. now, lor a lathir 

laigei ])erccntage ol their smelter 
piodiietioii. 

Oni niw mill will bung onr .semi- 
labiicatmg huilities into hue with Ihe 
iiiereascd smelter production and pro¬ 
vide our customeis with sheet pro¬ 
duets as good as .my ay.iilable in the 
woild today. 

'file addition ol the loiiith potroom 
of 10.000 tonnes pel uiiniim capacity 
should be compli-led this scar at 
Belgaum and it is anticipated metal 
piodiictioii lioin this will start bv 1 
Janiiaiv next 

■Application has been made to the 
Gontiollei ol G.ipital Issiii's lor per¬ 
mission to iiiaki' a bonus issue in the 
ratio ol one new sfi.iic lor each two 
shaies held Ttiis is mtended to bung 
OIII issued capital more in line with the 
tiiK’ pictuie of the Companj’s as.set.s. 

Sales lor the first ipiarter of the 
cmrent yeat continue to absorb all 
metal inoduci d .md our plants continue 
to opeiate at high level of efhcieiiey. 
'I'his level is proving c|uite difficult to 
maintain as shortages aie apparent 
and del.iss occiii in the supply ol vital 
law mateiials siieh as pitch, cryolite 
and fluoride. However. with a full 
yeai’s production to be anticipated 
from both Belgaum and lliiakud, wc 
look forward to an increase in ptoduc- 
tion in 1971, of tw'cnty-five pel cent 
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ovfr 1970. We have ciineiit c-ollfc- 
tive labour aKreemcnts at ail our loca¬ 
tions covering all of 1971 ami hope 
for a satisfactory year sf) far as indus¬ 
trial relations are coiiceiued. 

In Frdjruarv, Ur C L Kalial resigned 
from our Boaid after eleven years of 
distinguishr'd seiviee to the Company 
as a Director oiir good wishes go with 
liitii in Ins jetiremeiit. 

1 regret to say that Mr Dana T Bar¬ 
tholomew \\ho retires from the Board 
in aceoidanee with Article 117 of the 
fioiiipariy’s Articles of Association has 
inloiined us that he does nut wish to 


seek re-election. Mr Bartholomew has 
been a member of Indal’s Board Since 
27 April 1966 and has given us valu¬ 
able help and guidance particularly in 
financial matters. He was a .staunch 
supporter of Indal and wc will miss 
very much his presence on our Board. 

1 am glad to inform you that Mr 
John H Hale who has succeeded Mr 
Dana T Bartholomew as Executive 
Vice-President, Finance and Treasurer 
ol Alcan Aluminium Limited, has ex¬ 
pressed his wiliiiigne,ss to serve on out 
Boaid. A re.solution concerning his 
aiipointineiit will be moved later. 


Meeting construction deadlines and 
improving on existing elBciendes in 
our plants demands hard and constant 
work from our employees. Great credit 
should he given to all our management 
staff and to our work people for the 
keenness and enthusiasm shown by 
them. Growth of the Company creates 
new challenges and it is good to re¬ 
cord the excellent attitude towards 
change and a willing response from all 
our people. 

Note: This does not purport to be a 
record of the proceedings of the 
Annual CJeneral Meeting. 


The Vijaya Bank Limited 


Regd. Office : MANGALORE 



Admn Office : BANGALORE 


Statement by the Chairman, 


Shri Mulki Sunder Ram Shetty 


THE following is the Statement of Shri 
Mulki Sunder Ram Shetty, Chairman, 
■riw Vi)uya Bank Limited, at the Thirty- 
ninth Annual General Meeting of the 
SharehoUleis of the Bank held at 
Mangaloie on April 30, 1971: 

l•’lllICNDS, 

It is a ph’asuu- and privilege for me 
today to wclcoiTU' you to the 39th 
Annual General Meeting of the Bank. 
We have added pleasure in meeting 
in the wake ol oitr successful iierfomi- 
ance in the last year marked by an 
imptec<*deiili'd growth in deposits and 
profits. 

Although It is beyond me to pro¬ 
phesy tile shape of things to come, we 
have every hope of kec'ping up the 
nioinentuni of progress that wc have 
now achieved. T take it that you have 
aheadv read the Balance Sheet and 
I’lofit and laiss Aecoirnt. 

CrM'iiAi. F.eONOinv IN 1070 

Y<’t another year has been left 
behind, a sear marked by uncertain 
condition.s in the political and economic 
fields. 

Tine, there ssms some economic 
revival eoiisefineiit on increased agri¬ 
cultural produetion, lint indu.strial 
diictioii suffered. Shortage of raw 
mateiials like cotton and steel led to 
uiider-iitilisation of the industrial 
e.riiaeits. Rise in tin' price level due 
to continued inflation kept up the cost 
of living. Political, economic and 


social unrest checked industrial activi¬ 
ties in more than one Stale. 

.\lthough the year left behind was 
such, the hanking industry continued to 
attiael eonsiderable iiublic attention 
throughout the ix'riod, the lole of 
haiikeis having assumed a larger 
diineiiMon in recent years. 

Banking System 

In current thinking banking lias been 
assigned a major re.sponsibility for eco¬ 
nomic development. The mobilising of 
the community’s savings is the traditional 
lunrtioii of a hank. The channelling 
of such savings into selected priority 
sectors seeking development has now 
beismie the compelling function of 
banks in society. 

Banks, both in tlie public as well 
as the private sector, have generally 
done well in the year 1970. The total 
deposii.s for all banks have reached 
Rs 5,675 crores and the total advances 
Rs 4,428 crores as on the last Friday 
of Di'ci'inber 1970. The average 
growth ol deixisits of the year was 
16.4 IXT cent as against 15.02 per cent 
in 1969. The credit expansion was 
higher at 22.5 iici cent against 19 per 
eeiit in 1969. 

Branches of commercial banks cro.ss- 
ed the 10,000 maik in 1970. At the 
end of the year, the number of offices 
of coninicrcial banks was 11,184. 
Branch expansion touched a new high. 
Over 2,000 branches were opened by 


all the banks in 1970 as against 1,369 
ill the previous year. The average 
|i()|iulatiuTi served by a branch office in 
the country has declined to 52,000 in 
1970 from 70,000 in 1968. 

Demand for credit was on the 
increase. Deiiosit mobilisation being 
the only cheek against excessive 
demand for credit, banks were faced 
u ith the challenging task of mobilis¬ 
ing further deposits. In hanking, as a 
.SCIvile industry, the marketing con¬ 
cept has come to slay. Based on 
psychological approaches to the needs 
of the community, new techniques are 
being developed for accelerating 
(Iei>osit growth. Finfincing of the 
neglected sectors in the economy has 
come to be acee])ted by banks as an 
nbligalioii and ohallenge. 

The Reserve Bank kept up its lielp- 
ful attitude and keen interest in the 
snixTvi.sion and control of all banks. 

OuB Bank’s Progress 

W'e may take pride in our achieve¬ 
ment when we .see that notwitkstand- 
ing unsettled conditions in the coun¬ 
try the progress of our Bank has been 
Iihenoinenal in 1970, our deposit 
growth being 47 per cent as against 
the average increase of 16.4 per cent 
lor all the banks in tlie country. The 
incri'ase in our deposits in the year 
1969 was 42 iier cent. Deposits 
which stood at Rs 18.71 crores at the 
end of the year 1969 increased to Rs 
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27.52 crores as on Sl>12-1970. Our 
advances lose fsiwi Bs 13.01 croies in 
1009 to Rs 17.54 CKwes jn 1070. 

The credit deposit ratio of the Bank 
WB& on an average, 70.71 per cent 
throughout the year. The advances to 
priority sectors like agriculture and 
.small-scale industries were well main¬ 
tained. At the close of the year, our 
advance to agriculture was 12 per cent 
and to small-scale industries 19 per 
cent of the total advances. 

Our gross earnings for 1970 were 
Rs 201.97 lakhs as against Rs 142.52 
lakhs in 1969. In spite of the pay¬ 
ment of an additional wage bill of 
Rs. 6.14 lakhs to our staff consequent 
on the bipartite settlement, our net pro¬ 
fit increased to Rs 8.49 lakhs for 1970 
from Rs 4.60 lakhs for 1969. As a re¬ 
sult, we have been able to step up our 
rate of dividend to 10 per cent (sub¬ 
ject to tax), for the year 1970 with the 
consent of the Reserve Dank of India. 

We shifted our Administrative Office 
to Bangalore in November 1969. Be¬ 
hind that simple statement lic.s a great 
achievement. In May last, \vv gave 
you (he assurance that with our clumg- 
ed set-up and shifting to Bangalore, 
we might forge ahead in a big way. 
,We are happy, thiit we have kept up 
oiii promise. 

In 1970 wi' op<‘m d 12 branches at 
Ardi, Belgaiim, Kalladka, Kukundoor, 
Mandarthi, Jeppu-Mangalore, Mani, 
Mootlabettu, Nada, Poona, Saiiour and 
New Delhi. More branches were open- 
<d in the rural areas. The total num¬ 
ber of branches sttMxl at 126 on De¬ 
cember .31, 1970. 

Inciiease of Capii-ai. 

To .strengthen the capital base in 
line with the growth in deposits, we 
relea.sed in 1970 further shares of Rs 
20 luVhs for public subscrii)tion. Our 
shares w'ore highly oversubscribed, Wc 
ar«' thankful for the immense support 
we have had from you in this direc¬ 
tion, Almost the entire Authorised Ca¬ 
pital of Rs 50 lakhs has been subscrib¬ 
ed and our Pavl-up Capital now stands 
at Rs 43.84 lakhs. 

OOTI.OOK IN THE CunRENT YeAB 

The BankiHg Commission has not yet 
submitted its report. Changes both 
structural and functional may follow 
the publication of the long awaited re¬ 
port «)f the Coimnissiun. The situation 
has yet to settle down to a pattern. 

The hig banks after nationalisation 
offer greater competition to the private 
sector banks. A Irranch of a public sec¬ 
tor bank is found in most parts of the 


country. With larger resources they are 
in a better positiou than the smaller 
banka to serve the public. In such dr* 
cumstances the progress that our Bank 
has made iu 1970 is remarkable. To 
keep it up is our problem. We have an 
uphill task. 

The structure of interest rates has an 
important bearing on the gross income. 
Since January 1971, the bank rate has 
l>een increa.sed to 6 per cent with con¬ 
sequential rise in the deposit rates. A 
larger portion ot our total deposits is 
being held in interest bearing deposit 
accounts and so higher interest will have 
to be paid in 1971. Just as gross in¬ 
come is influenced considerably by the 
level of interest rates, the gross expen¬ 
diture is mainly dependent on the trend 
of the wage bill. The continuing wage 
price spiral may increase our outgoings 
and l>e a constant threat of (irosion into 
our profits for 1971. 

Staff and Training 

The number of employees has in- 
CTea.sed from 1160 in December 1969 
to almiit 1462 in lYccombci 1970. We 
had given out in our previous state¬ 
ments that till- training of our staff has 
been engaging our attention. The short¬ 
age of trained irersonnel is a problem 
common to all hanks. Most banks 
have theii own training establishments. 
W<- have also .started a Staff Training 
Institute from Oetolxir 1070, with an 
ambitious programme of making this 
Institute an oigunisatiun nut only for 
staff training but also fur management 
.■.Indies and re.seareh in due course. In 
addition, as ni the iirevious yeais, we 
are deputing our officers to the Reserve 
Bank Training flollege for the various 
csHir'cs. 

We have al.so made provision to¬ 
wards staff gratuity liability on a scien¬ 
tific lia'is. The present actuarial value 
ol such li.ibility has been determined 
and it has been decided to spread it 
ovi-r a period of five years. As a first 
step, the existing provision has been in¬ 
creased from Rs 2 lakhs to Rs .3,63.646 
for the veai 1970. 

Board of Directtors 

At thi- last I'leoting of the Share- 
Kolders lu’bl on 2.3rd May, 1970, Shri 
K I’ Madhavan Nair ceased to lie a 
Director. Shri D Veerendra Ileggade 
resigned from the Board on 20-7-1970. 
We hav<‘ at present 10 Directors on the 
B( 'ard. 

1 must mention here the unfailing 
goodwill and co-operation that I have 
had from iny colleagues on the Board. 
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To every one of them and to the mem- 
licrs of th(‘ Local Atlvisoiy Coipijiittccs, 
I am thankful for their valuable guid- 


Oun Thanks 

On my behalf and on behalf of the 
Directors, I recoril here my thanks to 
every member of the stuff for his "hard 
work and devotion to duty in the cause 
of tlic Bank’s progress. I urge upon 
them to continue to dp their best in 
the years ahead. The loyalty of our 
staff is our real strength. 

My thanks aie due to the Secretary, 
the Special Officer, the Deputy Secre¬ 
taries and othei senior officers of the 
Bank for the understanding and co¬ 
operation with which they have carried 
on thi! work fhroiigliout the year. 

Finally, let me offer my sincere 
thanks to you as shareholders, to our 
depositors and other esteemed cus¬ 
tomers for tlie confidence reposed in me 
and my colleagues on the Board and 
lor the continued goodwill and co¬ 
operation. 

Your .support is our strength. 

Thank yon. 

Note: This does not purport to be a 
record of tlie proceedings of the 
Annual General Meeting. 

Hindustan Breweries 

THE nation faces a beer gap! The de¬ 
mand lor beer is e.stiinatcd at 3.60 lakh 
bottles a day, the supply at 3.25 lakh 
bottles, leaving a daily gap of 35,000 
bottles. Though production is expected 
to rise to 6 lakh bottles a day by 1975, 
the gap is estimated to widen to 1.5 lakh 
bottles a day. These data have been 
put out by Hindustan Breweries and 
Bottles Ltd, a company which is in a 
hurry to take advantage of the beer gap. 
It lias aiqiiireJ tlie huul, buildings and 
bottling plant of Bislcri India at Thana, 
off Bombay, where the first earth was 
spudded Ibis vi'cek to erect the com¬ 
pany’s bieweiy which is slated to com- 
mi-nccs production by the end of 1971. 
HBBL’s beer unit will be Maharash- 
tia’s fiist. There are two breweries in 
CJou providing 20,000 bottli-s a day 
mainly to western India and three units 
(othei than fIBBL) are expected to com¬ 
mence pioduction of .55,000 bottles a 
day in Maharashtra by 1973 But, claims 
HBBL, the company would .stJl Rs 1.5.5 
crores worth of beer in 1972-7.3, t'aming 
a profit alter tax ot Rs 11.41 lakhs, 
snifieient to justify a maiden equity divi¬ 
dend ol 12 p<>r cent. HBBL has been 
promoted by the G C Narang group 
which produei's liecr in UP. 
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Saurashtra Millowners’ Association 

Presidential Address of Shri Mahendra Shantilal Shah 


THE fallowing is the Presidential Add¬ 
ress of Shri Mahendra Shantilal Shah, 
at the Twenty-ninth Annual Session of 
Saurashtra Millowneis' Assoeialion held 
at Bhavnagar on April 10, 1971: 

Fwkndsi, 

I have great pleasure in cordiady 
welcoming you all to the 29th Annual 
Se.ssion of the Saurashtra Millowners' 
Association in Bhavnagar, a city which 
has received eoiuitry-wide fame re¬ 
cently due to the discovery of natuial 
oil in Aliahet, 

I take this opportunity to congratu¬ 
late on hehalf of onr Association and 
mysell Smt Indira Gandhi and the 
Congress Party led hy her for their 
splendid success in the mid-term poll 
for Pailiament. 

I have tried to cvaluat*- certain offi¬ 
cial policies and give our viewpoints 
to the Government in my speech, Tliis 
does not mean that we do not recog¬ 
nise sliortcomings on out part. How¬ 
ever, as the President of our Associa¬ 
tion, I am trying to perform my duty 
hy placing hr'fori- the authorities onr 
prohlcms and difficulties which liave 
driven our units to their present sad 
plight. At the very outset 1 wish to rc- 
fiuest the Central and .State Govrrn- 
ments not to judge the condition of 
our entire industry from the huge pro¬ 
fits made by soim<> prosperous mills. 

P fiends, I am re-cst.rhlishing my as- 
Miciution with the textih' indiistiy in 
Sarrrashtra after a lapse ol about 20 
years. 1 fiird that during this period tlie 
conditions in .Saurashtra have cornplet- 
ly changed. Formerly, Sarrrashtra was 
a separate State. Today it is a part 
of the larger State of Gujarat. How¬ 
ever, as with different .States in the 
country, evi'ii differerrt regions in orii 
State aie hound to have their own as¬ 
pirations and individual prohlems. In 
ord<T to maintain unity of a State as 
part of the laiger rrational unity, the.se 
rr'gional aspir.itious aiul problems have 
to 1 h* looked altir caii-fully hy any 
State frtivcrnnreiit. 

Tliongh our industrv is to a large 
r-xtent depeirih-nt on the policy of the 
Central Government, we have out orr-n 
individual piolilems where the .State 
Govermnent can be very itritch helpful 
to us. It can also repri'sent our difli- 
culties before the Central authorities. 

I hope that we shall always receivr' 
careful attention from our State Gov¬ 
ernment whenever we approach them. 


Belore I come to the matters con¬ 
cerning our industry, I cannot but re¬ 
fer to the excitiiig events Our country 
h.is just pa.ssed through. We have 
witnessed a landslide victory for Sint 
Indira Gandhi and her party then pre- 
.sided over by Shri Jagjivan Ram. Opi¬ 
nions may differ on the.se extraordinary 
results of the mid-term poll for Par- 
liamr-nt. But 1 am sure that every one 
will agree on one point that this over- 
wbi-huing majority in the Parliament 
tor Smt Indira Gandhi and her party 
lias at least la'lped to end the uncertain- 
tv prevailing at the Gentre when she 
did not have a clear cut majority in the 
Parliament. 

We, as businessmen, realise fully 
the need of political stability for uniii- 
terruple'il economic progress. The le- 
siilt ol the mirl-term poll for Parlia¬ 
ment has generated hopes that now 
that a stable Government has Irecn 
installed at th<‘ Gentre, we will be able 
to get a steaily and loiig-tenn econo¬ 
mic and iiidustiial policy. 

Voting jiatterii in this election has 
been very different from tbe earlii'r 
ones. People ol .Saiira.shtra have fol¬ 
lowed the same iiattem as elsewhere in 
the <'oiuitry. Whe-ther we like it or 
not, we cannot but draw an important 
h-sson fioin the pnssent temper of the 
peojile. This voting clearly indicates 
that the conunoii man is no loiigr-r pre- 
paied to accept his prc.sent lot. He is 
impatient to impiove it. That is why 
people hnv<- voted wholesale tor “Re¬ 
move Poveily" slogan. We, the busi¬ 
ness people must comprehend this po¬ 
pular uige We arc called uiHiri to 
manage oui aflaiis in such a way that 
we leceive luaMininu cxi-operation from 
our employees and also the connnuni- 
ly at large. While we may not be di- 
leetly concerned with party politics, we 
eannot afford to ignore the significance 
ol the maiiii"! m which common peo¬ 
ple ar<' thinking as shown by the elec¬ 
tion lesults. .Mtei all the policies of 
any denuieiatic and responsible Gov¬ 
ernment have got to be ultimately 
basr-d on the popular will. 

Now that the new Government at 
the ('entie will have a csimplete back¬ 
ing ol the majoiity in the Parliament, 
it will stall foimuluting its cc-onomic 
policy on a long-term basis. As is evi¬ 
dent bom its paity’s programme, this 
policy is bound to be decided on the 
basis ol increasing the number of jobs, 
preventing the spiralling of prices, re¬ 


ducing inequality between different 

strata of society and reducing if not 
eliminating the influence of large mo¬ 
nopoly groups. All these four goals 
are laudahle. But the Government can 
achieve these goals only by increasing 
production and productivity through 
technological advancement at all levels. 
This task of industrial and technolo¬ 
gical progress and capital formation 

for it is so enormous in a iioor and 
.igricnltural country like ours, that it 
requires the active participation of the 
entire nation. Only legislative and 
monetary measures cannot complete 

this transformation. Unfortunately our 
Government had so completely detach¬ 
ed itself from the concrete problems of 
our (‘conoiny that frustration bad over- 
poyvered our nation. Corruption and 
nepotism, luxury and red-taplsm, ro- 
vivalisiu and communal spirit have 
thrived in recent years. They have to 
be eliminated. Unless this is done, it 
is not possible, to bring about a basic 
change in the social outlook of our 
people. Popular support is es.scntial for 
this process. It can be won only by 
officially and socially recognising real 
talent in all .spheres. Let us hope that 
the Clovertnnenl of Smt Indira Gandhi 
moves steadily in this direction. 

We are meeting today in the midst 
of a ino.st difficult period for the textile 
industry, niori’ so in our region where 
most ol the units arc old and unecono¬ 
mic being not sufficiently modernised. 
A critical situation has arisen today 
where the price of raw material has 
gone up .steeply as never before and 
shows no sign of downward trend he- 
eause of acute .shortage, while the pri¬ 
ces of finished products are nowhere 
iK-ar a level sufficient to cximpensate 
the tremendous increase in the cost of 
proihiction. In fact, cloth is not mov¬ 
ing at all in the market. Many mills 
aie eonseqnently incurring huge losses 
and I wonder how long they can stand 
this kind ol strain. On the top of this, 
the Hc'serve Bank of India, at the in- 
slanee of the Government has given 
directions to Banks to restrict caredits 
and increase the margins on tbe ad- 
v.inees to textile mills with an idea to 
.irrest a steep ri.se in cloth prit'es. As 
a result of this, the mills are being 
called upon to repay large amounts of 
money which they just do not have, 
particularly at this juncture. I am un¬ 
able to understand the present policy 
of the Government, whicdi hits the ma- 
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jorlty of the mills barring a few at the 
top, so much at a moment when they 
are hard pressed for money on account 
of circumstances beyond their control. 

The textile industry is composed of 
a large number of units spread all over 
the country. There is a wide disparity 
in the financial resources and earning 
capacity ot these units. Thc.se units 
can lie classified in three groups. In 
the first group at the top level there is 
a small section of tlic industry which 
is fully modernised and is equipped 
with the latest machinery. These units 
arc broadly speaking part of big indus¬ 
trial groups. They have suflicicntly 
large earning capacity and also the ne¬ 
cessary financial resources of their own 
as also of the industrial groups to 
which they belong. In the second group 
at the- middle level, there is an over¬ 
whelmingly large number of individual 
middle sized units which by frugal 
iiiariugement of their affairs and with 
the necessary help Iroiii the banks and 
financial institutions are able to make a 
small profit which though nut sufficient 
to enable them to modernise fully, is 
just enough to keep them going by ju- 
diciou.s and limited programmes of 
piodernisation and renovation. These 
imils are managed mostly by individual 
entieprcneurs. In the third group at 
the iHittoni level, there are a number 
ot units which aie struggling fur ex¬ 
istence and somehow manage to sui- 
vive with some profit or loss. 

In the face ol this situation obtain¬ 
ing in the textile industry, it should be 
clear to anyone that the effects of the 
present disparity in the cost of produc¬ 
tion and sales realisation as also of the 
pre.scnl policy ot the Reserve Dank of 
India will be different on the different 
sections ot the industry just referred 
to by m<'. The first group will be able 
to )f,urvive, though iieihaps with a lit¬ 
tle cut in its piotits. It can mobilise 
public deposits without much effort. 
The second group will be pushed into 
the danger zone because of its limited 
capacity for profits and limited resour¬ 
ces. The third group will Ire unable to 
withstand the losses and financial 
strains and will probably go out of bu¬ 
siness. The net result will be an in¬ 
direct gain for the affluent units of the 
first category belonging mostly to 
powerful industrial groups. 

I am sure the Govemment can have 
no such intentions while introducing any 
restrictive measures such as those re¬ 
cently imirosed by the Reserve Dank 
of India. Any restrictive measure 
either fiscal or otherwise which applies 
flatly to all units of the industry is 


bound to be ultimately in the interest 
of bigger groups because such groups 
alone can withstand the effect of such 
a measure. For them competition de- 
cieascs if a number of units suffer 
heavily or close down. It is uiidcr- 
stundahlc that big industries or large 
groups may not be given large erctlit 
facilities to avoid concentration ol eco¬ 
nomic power into the hands of (he 
tew. We can also understand that it 
is necessary to tinanciully accommodate 
small-scale sector or weak and sick 
units to enable them to remain in pro¬ 
duction. But the textile units in Sau- 
rashtra do not belong to any mono- 
ixily groii)!. We, therefore, urge the 
Government to take into consideration 
this aspect ol its restrictive meamres 
and tormulale such measures in a man¬ 
ner which will not jeojiardise. the ex¬ 
istence of the middle sector of the in¬ 
dustry. The Caivernment has got to 
look after the needs ot the middle sec¬ 
tor ol the* industiy as it looks after the 
mteiest ol the middle class in the so¬ 
ciety. Unless measures are separately 
conceived ior the middle seclor ol the 
industry lioiii tho.se for the lew units at 
file toil, the production will decrease, 
the- mfliieiice ol the large indusliial 
groups ovei the market and the indiis- 
tiy will ineiease and the mmih'T ol 
jobs avail.ible diieetly and indirectly 
ill the textile mdusliy will go down. 
All this will be contrary to the declar¬ 
ed policy ol the Government .md I 
theicfoie expiess the hope that the 
Governmi-nl will seiioiisly look into this 
ni.iller and lake neee.ssaiy nrmedial 
measiiies removing the present credit 
scjiiee/.e loi ordinary units in the inte¬ 
rest ol national economy and national 
well-being. 

The coltciii crop this year has left a 
wide gap belweeii indigenous pioduc- 
tion and the lecjiiirement of the indus¬ 
try. This gap must Ijo eovei<;d up im¬ 
mediately by a siiHieieiitly laige import 
ol cotton, li tills is not done in time, 
I am afraid ol haphazard closure of mills 
with serious eon.sequenees lor such units 
as are foiccd to shut down for W'Uiit of 
raw mateiial. For moderate textile units, 
the .situation is very grave. There is a 
great dispaiity lietwcen the prices of 
cloth and cotton. It is going to be diffi¬ 
cult ior the Government to have enough 
imports to covi-r tile cotton shortage-. 
Whatever impoits arc possible, they can¬ 
not he dope in time to bring down the- 
price of cottc.n. I-,et us hope that the 
Government is aware of the gravity of 
this situation to take realistic and timely 
steps to avoid a catastrophe, as it did 
tike in 1906-67 when there was an 


acute shortage of cotton. 

The seriousness of the problem of the 
shortage ol cotton this year should pro¬ 
voke us to find out a permanent solu¬ 
tion. The only lasting solution to this 
problem whicfi lias become more or loss 
peiciinial and is largely re.sponsible for 
the present unhappy state ot the indus¬ 
tiy is increased iiroductioii per acre 
throiigJi application of modern techni- 
<ine. It is true that this problem has 
diawn the attention ot both the Gov¬ 
ernment and the industry over the last 
lew years and some effoi-ts have been 
made in this direction by both. However, 
the lesiills liave licen insignificant in the 
conte.\t ol the magnitude of the problem 
because the attempts made to date have 
Ik-cii veiy feeble. It is, therefore, neces¬ 
sary to take up the Cotton Development 
Project on a very large scale as a joint 
Clash piogramrne. There must be a plan 
to spend an amount of the order of Rs 
50 Cl pres over the next two or three 
yeais. Small luiiouiits spent from year 
to > eai have brought no perceptible re¬ 
sults anil cotton ero]j has remained stag¬ 
nant lor the last three y-ears. Our A^so- 
eiatioii lias lieeii actively considering the 
possibility ot extending the Cotton De- 
veliipmeiit Project on a lairly large scale. 
1 liope the State Government and the 
Ranking Sectoi vmII lend tlicir full sup- 
jioil to Diir elloits to increase cotton pro¬ 
duction in oiii legion. 

1 now eiime to oui regional problems. 

It IS a laet that except a lew prosper¬ 
ous units which have vast financial re- 
souices together with iiplodate machin- 
I'ly, tlie inajoiity ol the units ot the in- 
(liisfiy aie passing through permanent 
eiiMs. It IS well known that our indus¬ 
tiy IS Veiy old and is equipped with ont- 
ot-ilale maeliiiK'iy. The finaneial rcsour- 
ts's (il ni.ijoiity ol (he units are not suffi- 
eieiil even to piovide working capital. 
Similaily. tin- lesoniei-s of most ol the 
Saiiiashtia Mills are practically nil and 
leiiovation and niodcrnisation with upto- 
(kill- mac'hiiieiy in their case is rather 
dilhiult. I’or this reason, we, who are 
III the ehargr- ot the management ot this 
iiidiistiy 111 Saiirashtra have to find ways 
and means ol improving and increasing 
tlie earning capacity ol our units with 
the mimmiim ol capital expenditure. We 
can do this by installing second-hand 
niacbinery ol later technique which is in 
fairly good condition and secondly by 
plugging small loopholes in the process 
ol manufacture. It has been our expe¬ 
rience that liy suitable modification in the 
existing machinery at a relatively cheap 
tost we can improve its productivity 
consi<leiably. This is of course a teni- 
poiary expedient but it is absolutely ne- 
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cessary by side wfth tbo inevitably 
slow procfss of modernisation. It pro¬ 
vides us with valuable breathing time. 

Our second problem special to Sau- 
rashtra is that of .shortage of skilled la¬ 
bour. This problem is very different 
frum that existing in Ahmedabad. Since 
in every centre in Saurashtra, there are 
hardly one or two ti-xiile inill.s, llwre is 
always u shoitage of skilled and (•liicieul 
workers. In this resiieel, I wish to appeal 
to our tradi- union h'aders to help us 
achieve ipiiek lationalisatioii, heeause 
that will oil set at least to a certain 
extent the shortiiKe ol skilled labour. 
Again wh.itever skilled lulMiur is avail- 
alile is lelatively l<-ss cllieicnt and also 
mentally more lethargic as compared to 
that III Ahniedabad or Hombay. The 
only solution to this problem of the in- 
dustiy IS to intensively train all the 
workers in an organised way while they 
are working on their rnaehiiics. Such a 
training piogramme will break their in¬ 
ertia and make them mentally more ac¬ 
tive. 

We have mipli'inenfed the leeoininen- 
datinns ol tlw second wage hoard. May 
we now expeet to receive a similar help 
I roll! the trade unions in implementing 
agieements pertaining to rationalisation. 
May I reipiest our trade union leaders 
in Saiiiashtia to he .is broadminded and 
lesponsive as tlnir counterparts in 
Aliinedabad. May 1 also suggest to my 
eolh’iigues III milnstry to tieat the pro¬ 
blems ol lalioiii as important .is those ol 
modelnisalioii. We should not forget that 
even most efficient and modern niaehin- 
eiy eamiot give s.itislaetory results if the 
woikeis lemain diseontenUil . 

Similai is our next pioblem ot ohtain- 
nig adetjiiale leehnical staff. Technical¬ 
ly ((iialilied people do not want to leave 
the centre ol Alirnedahad and come to 
lai away eenties in Saurashtra. On this 
cpiestion, I can say only one thing that 
it \\i‘ satisty tliem Ironi all angles, they 
would not leave us. W'e will have to 
satisty th<‘m with regard to salary, hous¬ 
ing, edneational tacilities for their ehild- 
reii and l.ist 1ml not the least the securi¬ 
ty of iheir jobs and treatment meted out 
to thetii. I.et us give them opportunities 
to show their worth and they will prefer 
to he with us. 

Most ol mil units in Saurashtra suffer 
ftom iiisuflieient rmaneial resources. This 
i.s the case not only m Saurashtra hut in 
most of the up-coimtry units. If these 
financially weak moffnsil units have to be 
modernised, thi're is only one way out 
for the Goveniineiit. Large and suffici¬ 
ent loans should be given to these units 
for lenovation from Spinning to Packing 
Small loans cannot give full results be¬ 
cause textile process is a continuous pro- 
ct'ss and the mod(‘mi$ation has also to 


be from head to foot. There should be 
a holiday for first 5 years as a breathing 
period and thereafter ft should be pay¬ 
able ill 15 annual instalments. Thus the 
total period of loan should extend to 20 
years. If an underdeveloi>ed nation can 
expeet to receive large loans from ano- 
thiT develoiied country at a low rate of 
intere.sts such as 3 to 4 per cent to be re¬ 
paid in 20 to 30 years, we can surely 
expect similar ciiiisidcration from our 
own CJoveriiiiient for our crisis-ridden 
industry. 1 believe tliere is no other me- 
th«ul available to us for modemi.sation. 
I hope our new Government will be 
hold enough to come to our assistance 
in this manner and receive grateful 
thanks from marginal units like ours in 
Saurashtra. 

On the ciucstiun of getting enough 
working capital to enable us to continue 
to remain in production, I would like to 
request the CJovcrnment to direct the 
B.anks to provide us with sufficient cre- 
<lil with less margins and lower rate of 
interest. This is a must for moffusil units 
like ours which barely make two ends 
meet. , 

Since oiii mills are away from the 
main cmitres and are less modernised 
than llios<" in Ahniedabad and Bombay, 
I would like to make a tew suggestions: 

Economy in all spheres is thi; only 
.salvation tor us. Oliviously this economy 
slionld not he at the expense of qn.llity 
and elfieieiicy. 

Our efforts should always be to have 
compl<‘te utilisation of the installed m.i- 
chinery which would he tiie only 
way to reduce ovtirheuds. 

The piogramme of production should 
be in consonance with the quality of tlie 
r'qnipnient on hand. 

Siiiee the main wholesale centres are 
far away from our manufacturing cen¬ 
tres, it would not he very easy for us to 
go in lor lancy .sorts in which case con¬ 
stant cont.ict with our merchants is re- 
r|uir<-d. We .should, therefore, as far as 
possible stick to standard sorts. Being 
away from sales centres, changes in pro¬ 
duction progranime should not be abrupt 
and + 0(1 oltrn. 

We should initiate a sales policy by 
which mr'rchants concerned feel secur¬ 
ed. This i.s very essential because day to 
d.iy contact between the merchants and 
the mills is very little. We have to en¬ 
sure that sales continuity is maintained. 

In spite of all that I have said earlier, 
I am an optimist. I believe that the fu¬ 
ture of thi.s industry is not bleak as en¬ 
visaged by scmie people. With a large 
dutnestic market, with a reasonable 
growth ill population and with the im¬ 
provement in the purchasing power of 
the people, there would be more and 
more demand for cloth. From this broad 


point o^ view, 4 do sm 'nAi 
why we cannot take calculated risk in 
running this industry. However, we 
leam from our past experience that in 
^ite of this soope for expansion, Aere 
docs appear at regular intervals crisis in 
our industry. During such a period of 
crisis, the authorities hardly come to out 
help. On the contrary, off and on we 
are hara.ssed and maligned. Hence, I 
wish to emphasise that the main job of 
the niaiiagtmcnts ol our tyiic of units is 
to srmiehow survive such a crisis. But, 
I regret to say that during this very pe- 
riiKl of crisis, the Government and the 
Banks take a very stiff attitude. Instead 
of coming to our assistance, they place 
many hurdles In our path. I, therefore, 
wish to urge the authorities to note that 
in spite of all our sincere efforts, it is not 
possible for the majority of our textile 
units to survive without their full sup¬ 
port. 

I have to make a fervent appeal to 
(Jovernment that this industry may not 
he subjected to furtlier burdens at least 
for some time, so that, it can improve its 
health and expand to the advantage of 
the society at large. You all know that 
certain nioasiires are in the offing which 
if implemented, would impo.se additional 
burdens on this vital industry. There is 
a talk of increasing the rate of provident 
fiiiiil from 8 per cent to 10 per cent. 
Tlvrc is also a move to increase the 
rate of minimum bonus from 4 per cent 
to 8 per cent even for loss making mills. 
There is also a proposal to increase the 
rale of Additional Excise duty on cloth 
In meet the demands of States. Recently 
a plea has lioen made by some labour 
unions to curtail working hours in a 
week. All these would substantially in¬ 
crease the burden on the industry and 
put up price-level of this essential com¬ 
modity. Can wc not request the Govern¬ 
ment ill all humility to postpone such 
measures to a future date when our in¬ 
dustry ha.s regained its health t() bear 
such additional burdens. 

In the end 1 have great pleasure to 
put on record my sense of gratitude to 
our Vice-President, Shrl Kantilal K 
Sheth tor his active (xi-opcration extend¬ 
ed to me in the discharge of my duties 
as the President of the Association. I 
also take this opportunity to express my 
gratefulness to all tny esteemed collea¬ 
gues on the Committee for the guid¬ 
ance and assistance given to me during 
niy tenure of office. I also put on record 
the appreciation of the services given 
by our Secretary, Shri A P Shah. He 
has handled the problems with tact and 
initiative. I also thank the Assistant Se- 
rretary and the staff for the good and 
hard work that they have put in during 
the year. 


932 



ECONOMIC AND POLITICAL WEEKLY 


May 1, 1971 


FOR A SKIN 
SO FAULTLESSLY 
SMOOTH, 

CLEAN AND FLAT, 
APPLY 

HMT HYDRAULIC 
SURFACE GRINDER 
SFW 




HMT.6:64 


In (Jl V wet (I'linl fl.tl V.'Crl 

|.n‘( t'G (tl fuirdciM >1 '.t‘ -’I. non- 
I' r I .11JG CHUl I u m '11- Kill M t, Lite 
ii.ll., yf)U iJnii I luuL l-j itiifj'iil 
' MM' hirii' . 

I IMT r an fjivn i‘ In vnu — 
II,- I (yi 1 1,11 lit* ' »i jr Ki' ( if I M' H f 

! .• vV liK (if fi( If .ill IK] aut"n a1 If 
fji inclinq ( yc Ic’,, .1 i.llri , mu ri) 

I mI 1 i'.igII »i, 1 '' n (nji fiHii I ii iVv'' 
In ■ tl'.r U‘.t on I I il- V. I ( "1 I :t_'il'l 
' I.iWmi lip l.y pn I'ljJ' fl Ilf • (IH 
Uiil* r l-fMfmr)'. Tl.f h.uvluricil 
slide iS f amiT (. cJ In I 'OHl 
, 1! ■< ()t irdaa 1 ' [ n dlf- pS r 

] tl f tly sli aiiji’l sn lliLit a 

j ( Of '‘.1.11 il. ( Yon pi • ssiii I IS 

( . f r *( uj (u'l I ho Vv o» P pu I I 

u’.I. r Lttill! t.^t'K > 1.■ Inj! h. 


ir-li'i yiiiu fiFV/ in lln' slofi* 
fl lat.l' M I L’uO / HKK) niFTi. 

If your production calls for a 
still Uirgrr tabic we can offer 
you our SFW2-2[)0 x 1500 mm. 

I - p 1 I'll 11 ( * a 11 . (I r I 11 ; r* H M T 
5 - 1 '..' 11 /'.K aiilh I.'jiloc Grind- 

i I. curtt.u I 

HINDUSTAN MACHINE TOOLS 
LIMITED 

I It.'il 1' o , H.Miq.-jlor,' .n 

I , 1-tnrii”, al Bnnqalurp Pinioru- 
K.il.irna'.MTy - Mydrrahad. 

J. . hor ou rrp'j at. Now D.'ltii - 
Bombay - PoOPia • Calculi.! • 
Madras 

Salt'sEnornc'pjrsal Ahmpdabacl- 
Jrtbrtliuir - K.iupujp - Jamshedpur • 
Cc’ii'pb.itopc - VisalihapTlridm. 


■ Responsive To Your Changing Production Needs 


Fiinted by Krishna Raj at States’ People I’lcss, Jannal-booini Dhavan, Ghoga Si reel, Edit, Hoinl.ay-l, and published 
him for Sarneeksha Trust from Skylark, 284 I'r.’rc Road, Bombay-1. 






























































































ECONOMIC 

AND 

POLITICAL 


A SamMktha Truat Publication 



Rs Vol VI No 19 May 8,1971 


NEW PLANNING SET-UP 

EMPIRE BUILDING IN ELECTRONICS 

POLITICS AND PARTIES IN WEST PAKISTAN 

INCIDENCE OF TAXATION 


INSURGENCY IN CEYLON 



Ma> .S, 197] 


ECONOMIC AND POLITICAL WEEKLY 


ALL ELECTRODES 
LOOK AUKE-BUT ONLY 



lOL's "quality-plus" adds extra value to any 
lOL product. 

Take the lOL range of welding electrodes. 
Whether it's the popular Ferrospeed or the 
Chromoid 5 stainless steel electrode—lOL 
makes them a lot better than they need be. 
So lOL's "quality-plus" means that you • 
get a lot more for your money. 
iOL begins building in "quality-plus" from 
the moment raw materials and components 
are tested—and passed—for quality. 

And every lOL product is put together by 
experts—men who pioneered the welding 
industry in the country and are abreast of 
the latest welding techniques. 

Each IOL product is tested at all stages 
of manufacture. 

So when an electrode carries the lOLstamp, 
that's your guarantee of "quality-plus” 
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End of a,Myth? 

WHILE the second instalment of changes in the Central Council of Ministers 
has been largely a matter of shuilling twL<ed ledums and tweedledees, the 
same cannot be said about tlie decision to appoint a Cabinet Minister in charge 
of Planning. This portends a major change in the planning set-up — the first 
loimal change ot consequence since the aiJiKiiiilnicnt ol tlic Commission two 
decades back (the much talked ot reorganisation in 1967 having amounted to 
nothing more lliati a change ot members). 

When the Planning Coniniission was set up, the sole link between it and 
the Central Coveriinient was provided by Prime Minister Nehiu who was also 
its nominal Chan man. While the Central Covermnent remained fully res¬ 
ponsible to Pai liaiiieiit in re-spect ol all matters connceled witli the lormulation 
and iiiiplenu-ntutiiin of tin- plans, the responsibility lor preparing the plans and 
tor olhir maltcis spelt out in its terms ol aiiponitment was made over to the 
Planning ComiiiisMon which was conceived ot as an entity apart from and 
autonomous ol file Central Goveimneiit. The Prime Munster’s ehainnanship ot 
tile Coniiiiissioii was intended as niueh to piovide a loimal Imk between it and 
the Covcnniieiit .is to secure political acceptance oi the Commission and ot the 
vciy idea ol i eiitially-planned developnicnl. Over tlie years, however, more 
and niori' Mniisleis ol the Central Coveriinient acquired iiicmbcishixi of the Com¬ 
mission, till at one point in 1966 (whe.ii, incidentally, xiluuning was la the 
jirocess ol being li-niiiorarily abandoned) Central Ministers eunstituled 7 of the 
Commission's 12 members. 

let all thiongh tiiese changes the lunctioiis originally assigiii'd to the Com- 
niission leiii.uned its .ind theie was no other agency ol (iovernment specifically 
ehaiged witli the undeitakiiig oi tliese tasks. Now, tor the first tune, the tasks 
vvliieh wrTi' gneii to the Phnninig Commission have been lorniatly assigned to 
llie new Munsliy ol Planning. The Ministry oi Planning under C Subramamam 
is ehaiged with, among other tlungs, as.sessinent ol the eoinilry's material, 
eajiilal ami Iniiiian n-.sources, toiniiiljtion ol plans toi the utilisation ot tliese 
lesources, di teiiiiniatioii ol pnoiities ami allocation ot resouiees, deciding on 
the mitun' ol I he machinery neee,ssary lor mijilementing the plans and appraisal 
ul then piogiess. 'Hie assigning ol what liave been the Platming Commis¬ 
sion's luiietions to tlie Minisliy ol Planning understandably led to speculation 
that it w.is pioposed to disband the CumnnsMon altogethei and the Piiniu 
Minislei liil called upon In deny that such was the intention ol Government. 
Tile Pimie Ministei did not say what role was envisaged for tile Planning Com- 
nnssioii 111 tlie new sel-uii but il seems to have been assumed — perhaps 
eoiiectls siiifc it is ilillicult to eoneeive ol two parallel agencies with exactly 
llie same sel ol Inmlions - that tlie Cuinmission wdl heiieolorth have a 
eonsideiably reduer'd status. 

The question ol the Planning Coninil.SMon’s status is lelevant insofar as 
a change in it is likely to afli'et the quality ot plaiinmg. Despite all evidence 
to the eontrais, tlie iheoiy ot tlie tioinniissioii as an independent, non- 
jiolitKal, e,\j)eil iiody has evidentl>’ struck deeji root, in fact, as mentioned 
aliove, viliat had liappeiied was tliat, on tlie one hand, the shadow ot the 
Covemiiu'iil on llie CrMiimission lengthened throiigli the iiiHnx of Ministers into 
its membership ami ol civil si'iviec Inireaiieiats into its secretariat and, on the 
otliei, llu' Conmossioii ilsell began to fnnelioii as <i wing ol the Covernnient, 
taking pall 111 llie (loverimient’s day-to-day deecsjuii-making jiroccss, its re- 
pii'senlatives setainig seats on Coveininent committees, calling for files on 
adiimiistiative di cisioiis and so on. The qiicstioii to consider is whether this 
development w.'s a perviisioii ol tlie role and lunctiuiiiiig of the Coinmission 
or whethei it was not inevitable given tlie fumlions assigned to it. Were not 
the tasks allollcd to the Commission so central to tlie lunctioniug of the 
Coveiiiim-iit and so niiieti a matter ol political decision-making that the theory 
ol an imlejiendciit. non-iiolitieal, exjiert body was bound to prove unworkable':* 

It h.is lieeii suggested that while the basic decisions m regard to develop- 
im-iil aie iiolitieiil. tlie Coiiniiissioii, once it gets political guidelines on thc.se 
iiiatleis liom Ihc (Jovi riiiiient, ought to lie aide to go ahead and fonnulate a 
vialile jilaii. but "hat would the political guidelines consist of'P Will they 
reler only to the desired late of giowth of the. economy and its vaiious sectors, 
the late of iiivestim nl sought to Ik- achieved, the lelative emiihasis to be placed 
on olijectives like distribution ol income and expansion ot employtnent, or are 
not the veiv policies ami measures liy which thi'se various objectives are achiev¬ 
ed as mneli a matter of jiolitieal d<•eision-JnakiIlg and, therefore, part of the 
jTolitical guidelines to In provided by the Covemmeiil to the Planning Com- 
mission'P ll this is conceded, then what remains is largely a technical exercise 
which can be quite plausibly performed by a comixitent technical body even 
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il it l)c pail ol the Govurnmuiil. 

The myth of an independent Plan¬ 
ning Qimmission has obscured the 
tact, which should have been obvious 
all along, that the real, and in fact 
only, underpinning that planning can 
have is the commitment to it of the 
political leadership which means, in 
effect, the Government of the day. The 
Government's commitment, or lack of 
it, iiiav he the product ot a complex 
of pressures from within the luling 
pail\ and lioiii the wider iKilltical pro¬ 
cesses and interest groups m society, 
llowevei. Ih.il it IS this commitment 
which makes all the difference could 
be seen m the virtual demise of plan¬ 
ning towauis the end ol the Third 
Plan when the Central Government 
under the late Lai Bahadur Shastri just 
siiiipK lost iiiteiest ill the whole busi¬ 
ness PriKsf of a different kind may 
be seen in tlie .sleiilily ol tbe Planning 
Commission under the late D R Gadgil 
when It sought to assume independent 
posliires I i.s-(i-i.iv the Government on 

matters which belonged to the realm 
of iHilmcal decision-making (e g, na- 
lioiiaiisatuiii of banks, industrial liccns- 
nig polies). 

t)f couise, political authority in our 
federal set-up consists as much of the 
Governments in the Slates as of tne 
one in New Delhi, though it needs to 
be lealislically recognised that the kind 
ol planning that has been envisaged 
in our Plans (if not what has been 
actually translated into action) assume 
a considerable degree of centralisation 
ol ecoiioiiiie ileeiMOii-iiiakmg. Thus, 
till instance, it is clearly incompatible 
with the handing over of powers of 
industiial licensing to State Govern¬ 
ments. At the same time, the federal 
structure of the Constitution and the 
political system cannot be wished away 
cither But, here again, it is an over- 
siinplitic.itioii to asMiiiie that the diffi¬ 
cult decisions that planning involves 
will be more readily accepted by th* 
.Stales if they can be seen to emerge 
tioni a supposedly independent body. 
1 he making and implementing of these 
decisions arc basically a function of 
the abilitv of the political leadership, 
at the Ccntie and m the States, to 
arrive at a consensus through political 
pioccsscs. The experience with cxt>ert 
commissions on a variety of inter¬ 
state disputes, ranging from demarca- 
lion of boundaries to sharing out of 
river waters, has .shown that this is 
how ultimately issues aie decided. It 
IS true that sometimes the verdict of 
an expert c'otiiniission or committee may 
help political decision-making, but the 
disappearance of the myth of an in¬ 


dependent Planning Commission does 
not preclude the appointment of such 
commissions to sort out specific issues 
of Centre-State or inter-State dispute. 

The recognition that the functions 
which were originally assigned to the 
Planning Commission belong in fact 
to the Government does not render 
the Planning Cninmissiuii obsolete for 
the simple reason that within the 
Government there do not exist the 
skills capable fif translating the Gov¬ 
ernment’s planning decisions into a 
detailed development plan capable of 
implementation. True, the character 
and composition of the Commission 
will have to be somewhat different. 
There will be less need for ‘public 
men', but the need for lechnical ex¬ 
pertise will be, if anything, greater. 
The Commission could then work as 
the instrument of the Planning Minis¬ 
try which would have to be given the 
authority necessary to win acceptance 
for Plan piogriuiinies Iroiii tbe Central 
ministries, tbe State Governments as 
well as other agencies, in tbe private 
and iiublie se.etors, whose actions im¬ 
pinge on the iinplenientation of the I’lan. 

It is far from clear that all tbe im¬ 
plications of the creation of the Minis¬ 
try of Planning have been fully thought 
out. The worst of all possibilities, of 
course, is that this is iust another 
piece of political manoeuvring directed 
against this or that leader or faction 
in the ruling party. There has been 
so much of politicking of this sort 
recently that on this scoie we need 
evidence of the Central political leader¬ 
ship’s bona fidcs. 

Industrial Finance 

Keeping Everybody Happy 


I.S it just possible that the H.'iiiiumijam 
C()iiiiiiitl<-e on Tcriii Loan Participa¬ 
tion Arrangeiiieiits ilnl not see how ur¬ 
gent the re.sourei-s problefn of tbe tcrni- 
leiiding institutions was becoming? 
Otheiwise v\bv should il have leaned 
over backv\.lids to moderate its reconi- 
inendutioii tor raising thi' co.st of term 
loans. In tact, tbe development banks 
are going to need large lesonices to 
match the swelling di'iii.ind foi long 
feim credit. 

Tbe l.itest imlieations ale that the 
IDBI. tbe nation’s majoi development 
Imnk. nei'ds lesoiirees in a big way. 
'I’lie assistance saiictioneil by tlie bank 
on fiscal ye.ir basis (IDBI’s accounting 
year ends in June) .spurted by .59 per 
cent ill 197(1-71 to Rs 108 ciores (Rs 


68 crures in April 1969-March 197P) 
and disbursals, excluding guarantee' 
by 44 per cent to Rs 76 crores (R.>'a3 
crores). On current reckoning disbur¬ 
sals are likely to shoot up to Rs 105 
crores during 1971-72. IDBI’s direct 
loans to industry (other than export cre¬ 
dit) are estimated to rise to Rs 25 taro- 
res in 1971-72 which will equal the 
peak figure touched in 1966-67; under¬ 
writing and direct siiliscriplion to equi¬ 
ty are estimated to Vie of the ordfir of 
Hs 7 crores, equal to tlie peak figure of 
1966-67; export finance is expected to 
rise to Rs 16 crores against the peak 
of Rs 12 crores in 1970-71; and refin¬ 
ance of industrial loans is estimated to 
be Rs 24 crores or just equal to tlw 
peak figure touebed in l!)65-66. In fact, 
disbursal ot IDBI assistance in 1970-71 
itself was a letsiid, lieing Rs 14 ciores 
iiioie than tbe pievious high ot Rs 62 
ciores toiielied in 19(i6-67. 

The point to note is that what at one 
time appealed to be a useful outlet 
toi idle lesouiees — evi’n after IDRI 
stopped receiving allocations from the 
Gentral Budget — is now a major and 
essential activity. Aiul, since 1969-70, 
the demand loi lunds from IDBI’s 
othei borrowers has picked up in a big 
way. Ill sum, the moiiientiim and the 
initiative IDBI has Iiiiilt up in recent 
yeais —- and heri' IDBl’s forays into 
tbe field of pioiiioting industiial acti¬ 
vity in liaekward area,s needs to be 
taken into iieeoiinl — must not be lost 
lii’cause ol tile lesimiees constraint. It 
is just foitnitoiis that IDBI has gut out 
ot tbe Madiiii-liiie ol being a mere pro¬ 
vider ol bulk capital to large private 
sector jiiojeels and is on the way to 
becoming an ape.x development liaiik. 

Tbe 'lib lies III getting le.soiire-s. 
Available data show lliat IDBI needs 
dining 1971-72 Rs 122 eroreX (Hs 88 
ciores); Rs 105 crores (Rs 76 crores) 
loi disbiiisals, Rs 4 crores (Rs 72 lakhs) 
for repax'iiH'nt ol loans to fJoverninent, 
Rs 11 eroies (Rs 10 crores) for payment 
ol iiiteri'st on ailvances from GoVeni- 
iiient am! Ri-seive Bank and Rs 2 cro¬ 
res (Rs 2 crores) lor other expenditure. 
Against this, IDBI would get in the 
shape ol iiifeiest and commission in¬ 
come Rs 18 crores (Rs 12 crores), re- 
jiayiuiaJt liy borrowers Rs 42 crores 
(Hs .'J6 crores). sales of investments Rs 
2 crores (Its 1 crore), additional share 
capital lioiii Reserve Bank Rs 10 cro- 
les (Rs 10 crores). ieduction in cash ba¬ 
lances Rs 5 crores (Rs 5 crores) and de¬ 
benture issue Rs 1.5 erore.s (nil). This 
leaves u balance of R.s 30 crores to be 
l.ipped fiom the Long Term Operations 
Fund ol the Reserve Bank. Drawings 
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frdBi the Fund amounted to Rs 24 cro> 
res in 1970-71. 

^It is significant that despite the pro- 
Rs 15-crore debenture issue, 
IDW has to turn to the Reserve Bank 
for Rs 50 crores. Could not this resort 
lie n-diiced? It is here that the Raina- 
niijani Committee’s rceonMnendation 
ih.it marketahle term bills should h<! 
issui-il against term loans — at least 
against those loans which are “purely” 
eoinmercial, presinnahly meaning there- 
hy loans which are not subsidised. This 
would fiuiekcn the turn round of funds. 
But to make, the hills marketable — 
and on the assumption that banks 
would want to suhscrilK' to these in¬ 
struments — the yield on the term bills 
would have to be higher than what 
hanks charge on their short term ad- 
v.rnces (now 9.5 iut cent to 13 per 
cent). The yield implication frightened 
the Rumaiiujam Committee into sug¬ 
gesting that since the hills would hav<‘ 
a status like that of trustee securities, 
their yield could he kept down. 

However, .as noted, II3BI proposes to 
issue debentures. Since the debentures 
(irtni’s TOCs) would have trustee sta¬ 
tus. what status eaii he attributed to 
])aia-tiustee lulls which are lOUs of 
IDBl’s hoiioweis? Cleaily. tire com- 
jiromise visualised by the Ramanujam 
tioiumittee (of hankers!) is imsatisfac- 
toi\. At any lale, IDBl borrowing*: 
liinn the Reserve Bank cost somewhat 
more after the Rank rate hike of Janu- 
aiy. True. IDBI too jaeked up its 
lending rate, hut this covered only fresh 
ilisbursals. In the event, the spread 
between IDBI’s resource cost and in- 
conu* has narrowed to less than 1.8 per 
cent. The spread will tr'nd to narrow 
liirther liecaiise of IDBI’.s new role as 
piovider of soft loans to backward 
areas. The altemativ<*s (not mutually 
exclusive) to a srpieeze on the ultimate 
viability of the nation’s apex develop¬ 
ment hank would be increasing reliance 
on market funds at market rates of in¬ 
terest, a reailjustment of non-conces¬ 
sional lending rates — currently these 
rates are not very “non-eoncessional”, 
considering that lUBI’s average rate of 
rehim on advances is vi'cll below 7 per 
cent — and concessional rates of inte¬ 
rest on funds tapped from the Reserve 
Bank. A mix of the three alternatives 
should prove satisfactory in the short 
run with a distinct policy bias in favour 
of increasing reliance on market funds, 
il only because everyone of the promo¬ 
tional -agencies ior industrial develop¬ 
ment (from the Tariff Commission to the 
fiscal authorities) has added its bit to 
the i)ile of concessions to industry. 

However, what is most likely is re¬ 


sort to the soft option of keeping IDBI, 
and also its borrowers, happy with 
cheaper Reserve Bank funds without 
re-examining any oi the basic premises. 

Power 

Part of Wider Syndrome 


SOON alter the lorinulation of tlie 
revised l''ouith I’lan, the Union Ministry 
of Irrigation and I’liwer had complained 
that the outlay on power (Rs 2,448 
Cl ores) was inadeijiiate. To support the 
5.5 per cent ruti* ol growth of the eco¬ 
nomy envisaged in the Plan, the growth 
of power generation capacity would have 
to be much largei. The Power Ministry 
had then predicted a net shortage of 
1,721 inW by the end of the Plan — 
even assuming th«- evi-ning out of regi¬ 
onal shortages and siirpluses through a 
national grid. 

Powei shortages could arise for a 
variety oi leasons- shortage of hydel 
power heeausi- ol lain failures, under- 
utili.satiou ol theiinal units for technical 
reasons, delays in completion of pro¬ 
jects under excel itioii, and failure of 
planning to piovide lor gro'vth in con¬ 
sumption Pockets of shortage cxmld 
also arise d'spite adeejuacy within a 
region lieeaiise of inadequate iiitereon- 
nection oi transniission systems. All 
these faetois appear to have contributed 
to the ‘powei I amine’ that seems to he 
looming ahead. 

For nislaiii*e, the c-iirrent shortage in 
Punjab is the result of low water levels 
following iiisiillicient rainfall. The short¬ 
age in West Bengal is due as much to 
the lact that the i>ower base there tests 
mostly on less effective and CMmpara- 
tively more exiiensive coal from the 
washeries of the st<*el irlants. leading to 
iinderiitilisatiori of the thermal plants, ns 
to the State’s anxiety to squeeze maxi¬ 
mum aid out of the Ontre. There have 
lx*en al.so delays in the commissioning ol 
new projects, the reasons for which the 
I’ower Kc’ononiy Coinniittee was at pains 
to describe — delays in dc'liveries from 
IIEC and BHEL, steel shortages, imple¬ 
mentation dilllcnlties as at Iddiki in 
Kerala and the two-year pause in plan¬ 
ning. I.aek ol an overall fuel policy 
and timely decision-making have been as 
much responsible loi the tardy expan¬ 
sion of power gc'iieratiori capacity as the 
iiicne publicised lack of funds. For 
instance, though there has been much 
talk ol the iKitc'iitial tor devc-Iopincnt of 
atomic poxc'ci in UP and Haryana, there 
is as yet no clear-cut idea ol the alter¬ 
native possibilities of hydel and atomic 
power or of th*; comparative costs. 

Meanwliile, a major cause of regional 
slinrtages is, of course, the failure of 


regional grids to develop as enviiiagcd in 
the Third Plan. Inter-connected grids 
presuppose a eonrmitnient orr the jrart of 
surplus systems to supply certain <inaiili- 
ties of power over a period of time at a 
specific'cl rate. .States are iinderstandahly 
reluctant to aeec'pt such fiiin contractual 
arrangeini'nls. Powei suiplus States 
woirld rathc'r press lor new* indiistiies 
within their own borders. In any c.ise, 
the Statc.s have been under no paiti- 
ciilar presMiie irom the* Centic to •ii.rke 
the i‘llort. The Cential Water and 
Power Coiiiiiiissiiiii at best plays an 
advisorv lole. 

The .Slate Elecfiicily Boards, whose* 
financial re.siills have lieen uniformly 
poor, have been imicli criticised for 
mismanagemc'nt. Mismanagement there 
cerlaiiily is. But the SEBs .snffcT fiom 
many of the ills eoiiiinon to other pnhliu 
sector units as well. On the one hand, 
tlic*y aie eotisidcned ‘seivice’ organisa¬ 
tions and ate expc-cted to chaige c-onees- 
sional rates below generation csisfs to 
various hulk consnineis. Also, as imirio- 
polisls ill Iheii respective State's who aie 
allowed oveiall ‘cost-plus’ price loi- 
iiiiil.ae. they are enc'onraged to prolile- 
rate oveiheacls and iiielficient manage¬ 
ment practices. iMiially, even as they 
aie responsible lor power development 
and supply in the* particular St.iles, they 
have to ohlaiii inajoi investmcMit funds 
from the Centre and use eontiaetois to 
implement projects. As foi flu- Ceiitie, 
in the ahseiiee ol a elc-ar fuel policy, it 
has to more oi less aihilrarily vet the 
schemes presented by the .SEBs. 

The report ol the I'nel Policy Ciom- 
mittce IS expected within a year. It is 
ovc'r five years since the Energy .Siiivey 
fkimmiltee repoited, thiiiigli without 
making any iinpaet on goveninient poli¬ 
cies. Vet, both an integiated grid .system 
and a national liiel policy aie l•ssential 
for optimal develoinnent ol power gene¬ 
ration. Alse, far elearei Central les- 
ponsibility and cliieelion than have ob¬ 
tained so far. 

Maharashtra 

Cloud over the Miracle 


MAHABASHTUA is, by common con¬ 
sent, ucc*ept('d as one of the States which 
liave legisteix'cl the most impressive per- 
fonnaiice in economic' development. May 
1 niarkecl the completion of 10 yeais 
since the foiinatioii ol uiiiliiigual Malui- 
lashtra. ’Flie Slate- Covernineiit has put 
out an ecoiioniie leview ol tlwse yeais 
along with the State linciget for 1971- 
72. The review reveals ceitain interest¬ 
ing fealiiies about the c'conomic IK*r- 
formaiiee of the State during this periocl, 
q-terred to liy the Government as ‘a de- 
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cade of development’. 

Per capita income (at constant prices) 
in the State increased from Hs 409 in 
1960-61 to Rs 410.80 in 1968-69 or by 
0.4 per cent. Durinj; the same period 
national per capita income incica.sed by 
4.9 per cent from Rs .306.10 to Rs 321. 
40. Moreover, except in 1068-69 in all 
tile intermediate yeais since 1960-61 pel 
capita income in Mahara.shtra was be¬ 
low the l')60-61 level of Rs 409. Per 
capita nil oirie in the .State on average 
for the yeais 1961 62 to ]t)68-69 worked 
out at Its 101 against the level of Rs 
409 in 1960-61. The comparable figure 
fill the eoinilry as a whole comes to Rs 
31.3.20 against Rs .306.10 in 1960-61. 

Aeeoidnig to NSS data for the State, 
pel e.ipila niial consumption in 1960-61 
was Rs 18 0.3 and consumption of about 
t\Mi-tliiids of the rural population was 
below this levi'l. Data for 1969-70 place 
per capita iinal consimiption at Rs 32.71 
with the .same pioportion, two-thirds, of 
the rural population Ix’low this level. To 
realise the lull import of these figures, 
it has to be noted that they are in cur¬ 
rent prics’s and that the price incaeasc 
in the coniiiiodities relevant for this sec¬ 
tion of the )iopulation (foodgiaiiis, fuel 
and such otlvi necessities) during this 
jH-riod has been 100 jiei cent. In other 
words, )ier capita ruial consumption in 
1969-70 III teiiiis of 1960-61 piices 
works out at Rs 16.33 against Rs 18.03 

Bl-SllNESS 


THE Union Miiiistei for Foreign Trade, 
L N Misliia, thought it necessary to go 
on the ail to esplaiu the e.vporl-import 
policy for 1971-72. “The new imjrort 
and c.\poit jrolicies”, he told li.stoners, 
“will mark a new step towards the 
aehieveiiient of th<‘ economic and so- 
ci.d goals lor which we have nci’ivcd 
a iiui.ssive ni.uid.ite Iroiii the iieojih'.” 
Rut despite this laboured attempt to 
diess it up, the new ex port-import po- 
lie> .innoniiisanent is not distinguished 
by aii\ nnpoitant depaitures from tra¬ 
ditional thinking. 

Ill the first place, though the an- 
iiouiiceniciit is suiiixiseil to cover both 
iilipoits and expoits, it says precious 
little about the lattei, except for mak¬ 
ing .some further libcialisation in ex- 
liorter.s’ acce.ss to imports. This is un- 
derstaiidahh* since other forms of as¬ 
sistance to exporters, like export duly 
cut. tax rebate or cash subsidy, fall 
within the purview of the Finance Min- 


of 1960-61, suggesting that there has 
been actually a lowering of the level of 
per capita consumption in the rural 
areas. In 1960-61, two-thirds of the 
rural population consumed less than Rs 
18.05; the pioportion of the population 
below this level (in real terms) had evi¬ 
dently gone up sharply by 1969-70. 

Despite many bold pionouncements 
Viy the (’,ovcrnm"nt and substantial in¬ 
vestment ill agriculture, growth ol pro¬ 
duction of foodgrains in the State docs 
not appear to havi* been at all satisfac¬ 
tory. Production of foodgrains in the 
State averagi'd at 6.15 million tonnes 
during the fivi'-ycar period 1955-56 to 
1959-60, the figure rose to 6.87 million 
tonnes during 1960-61 to 1964-65 but 
again declined to 6.15 million tonnes 
dining lf)65-66 to 1969-70. Average 
niinual production of ca.sh crops for the 
above three (ivc-vear iieriods was 1.76, 
2.17 and 2.0.3 million tonnes, icspe.ctively. 

Finally, average daily factory employ¬ 
ment was 21 tier thousand of popula¬ 
tion in 1960-61 which came down to 
19.7 per tlioiisand by 1968-69. During 
the same peiiod, the all-India figure re¬ 
mained unchangi-d at 9 ixt thousand. 
The leductiou in the figure tor Maha¬ 
rashtra could mean (i) lelatively lowci 
iniliistrial giowtli; (ii) increase in capital 
niteiisity of industries; or (iii) relative 
increase in l.iboiir inodiicluity. Which 
ol these IS the most likely i xplanatioii? 


istry. This cimiiiartmentali.sation is ty¬ 
pical ol otficial thinking and action on 
economic policy issues, in this instance, 
it explains why import entitlements in 
one lorm or the other have C'ome to be 
such an important part of export pro¬ 
motion iKihcics. 

The import policy is the u.sual mix- 
liiie .1 I w items have been added to 
the baiiiied list, lellecting the iirogress 
of diversiliialion ol indigenous industry; 
a numher ol others have been reserved 
loi impoit exclusively through public 
sector agencies, no doubt to demons¬ 
trate the earnestness ol the Government's 
pursuit ol .socialist goals, small-scale in¬ 
dustries have heeii allowed a .30 per 
cent aeioss the Ixiartl increase in non- 
lerions metal inipoit tpiotas; finally, a.s 
mentioned earlier, .some more conces¬ 
sions have been given to industrial 
units achieving certain ininiiniini levels 
ol exports. In addition, a few frills have, 
heen added. i’relcrential treatment is 


to be accorded to small-scale units to Ite 
set up in backward areas in the matte.' 
of import of capital equipment and'Taw 
materials. .Similarly, special facilities 
are to he given to qualified engineers 
and Indians resident abroad who wish 
to import machinery with their own 
funds for setting up industries. Then 
again I'nginecring units which have 
closed down in West Bi'iigal are to be 
allowed liberal import of raw materials. 

A total of 170 items have been added 
to the haiincci list, compared to 159 
added last year. These include certain 
types of hall hearings, machine-tools, 
textile tnachineiy acressories and drugs 
and medicines. Few of the items are 
totally new to the list. Indnsliial growth 
in the last few years has essentially 
taken the foiin of diversification and 
this IS reflected in the banning of wider 
si/.e- and categmy-ranges of products. 

With the piogressive canalisa¬ 
tion ol imports tliroiigb public sector 
agencies,' the bias introtluced some time 
ago in olficial policy in lavour of actual 
users and against establisbed imiiorfers 
is being reveised. The State Trading 
(’orporation, the MMTC and now the 
Cotton Coiporatioii have emerged as 
merehant importers, albeit in the public 
sectoi. Ol eoiiise, eurialisation doesn’t 
mean the same thing in all eases. In 
cotton, lor iii.staiice, even after the so- 
c.illed e.nialisation, the mill* leiiiain free 
to noiniimte private iniiiorters to nego¬ 
tiate (oi and clfccl imports on their 
lichalf. Till- clauii that 70 ix'r cent of 
inipoit trade is channelled through the 
public sector thus needs to be heavily 
diseonnted. 

Tlw otlici issue laised hy canalisation 
is til,it ol the 1)1 icing ol imported items. 
Most impoitcd iiiatciials command largo 
premiums over their c i 1 piices either he- 
eause these piice.s are tmieli loMer than 
those ol indigenously produced subs'titu- 
tes Ol because, in spite ol the rece.nt 
liberalisation ol impoits, shortages persist. 
One way oi mopping up these premiums 
would be thiough stiff luipoit duties. 
n< iwevei, ill the ease of many items im¬ 
pel ted Itiiougli government agencies, 
till' mopping lip IS being left to the pric¬ 
ing decisions of the agencies concerned 
ami there is room for doubt whether 
the (‘xccss pu'iniuins aic being effeetive- 
ly siphoned off without their getting dis¬ 
sipated in supporting the administrative 
parapheriiaha ol the agencies. 

On the whole what the new" policy 
amounts tci is a further extension of the 
policy of allowing liberal maintenance 
imports, initialcrl in the wake of the de¬ 
valuation in lf)66. It IS not difficult to 
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|e what are the props on which this 
olicy rests. One is the failure of in- 
nent, in both the public and private 
sectors, to pick up. This has kept down 
the demand for imports of capital goods. 
The other is the accent on non-project 
aid to finance maintenance imports in 
the Government's approach to seeking 
aid. The edifice of liberal imports built 
on these props could be seriously dis¬ 
turbed by an upturn in fresh investment 
in the economy. 

Banks 


Deposits in Suspense 


A Correspondent writes: 

WHAT has been the precise order of 
growth of bank deposits? According to 
available data, deposits increased by Rs 
.392 crores between the end of October 
1970 and April 16, 1971. Yet it is just 
po.ssible that deposit expansion was 
more than is suggested by these figures. 
Consider the facts. During this period, 
bank credit expanded by Rs 436 crores 
and investments — in government secu- 
lities and other authorised pap('r — by 
Rs 109 crores. These changes, adding 
up to Hs 54.5 crores, could not have be(m 
backed by just Rs .392 crores of addi¬ 
tional deposits. At October-end banks 
just had no litjuidity cushion to run 
dow'ii — that is to say, they had no un¬ 
util i.sed deposits. Further, whatever 
cushion banks had just vanished on Ja¬ 
nuary 29 when the licjuidity ratio was 
raised. Tlie incremental deposits were, 
therefore, supported by an increase in 
borrowings from the Reserve, Bank of Rs 
74 crores and a reduction in i-ash and 
balances by Rs 4 crores. All these add 
up to Rs 470 cu)r*'s. F.ven if the reduc¬ 
tion in money at call and short notice 
(Rs 2,? crores) is a.hh'd to this, the iin 
bridged gap (between resoiirces and cre¬ 
dit expansion) works out to Hs .52 crores. 

Coidd it l>e that deposits ol this order 
have gone unreported? While not rul¬ 
ing out the possibility of the injection ot 
Cooley funds (PL 480 funds for the pri¬ 
vate sector) through the American banks 
as a factor which might have caused a 
statistical distortion, a simple and plaus¬ 
ible explanation tor under-reporting ol 
deposits is perhaps that a sizeable chunk 
of deposits remains in transit and, there¬ 
fore, goe.s unr(;portcd. This phenomenon 
has Ireen noticed in the State Bank’s 
returns for years, and now’, one suspects, 
has radiated to the nationalised banks, 
which together with the State Bank ac¬ 
count for 85 per cent of the deposits of 
the banking system. 


The question is why such large funds 
remain in transit? Evidently, there are 
sizeable cros.s hauls of deposits. It will 
be recalled that dining the agitation by 
baukmcn in Calcutta and eastern India 
there had been similar transfer of de¬ 
posits, to Delhi 111 particular. Hindus¬ 
tan Steel alone was rcporte,d to have 
moved crores ol rupees to the north and 
this had led to under-reporting of depo¬ 
sit growth m 1969. But during the cur¬ 
rent busy sea.son ihrre, has been no such 
reason for cross hauls. It would be too 
facile to suggest that the policy of open¬ 
ing 150 branches a month has led to 
fragmentation of ilejiosits. Though such 
fragmentation did take place., it is unli¬ 
kely to be of a ni.ignitude to explain 
away the Rs 52 crores of deposits in 
suspense. 

Bank Branches 

Not Enough Clustering 

ONE conscfiuence of rapid branch ex¬ 
pansion — a l.uidablc achievement in it- 
sell — has been the high level of cash 
balances banks have maintained during 
the current ye.ir. Thus, on March 19, 
the banking s\ stem's cash balance at Rs 
.368 crores were Us 20 crores higher than 
at the end of October 1970. As a per¬ 
centage ot additional deposits, the in¬ 
cremental cash balances worked out to 
7 per cent. True, higher liquidity re- 
ipiirements comiielled banks to push up 
liquid assets, but lor this banks relied 
on aiilhori'ed niveslinents. Why did 
they lock iiji liinds in idle cash? The 
answer lies jirob.ibli in the rapid branch 
expansion .ind, <-ven more iierhaps, in 
the i.andom jiattern of branch expansion. 

A look at the local ion of new branches 
opened will show that banks have had 
to scatter theii biaiich<’s all over the 
country with little apparent logic. Where 
branches ol a bank .are not in a cluster 
in a legion, a random minimum of till 
money has had te be maintained in 
every new branch irrespective of actual 
requiieinents wind, just could not be 
gauged foi ss'unt of experience. 

A tew (..samples would .suffice to illus- 
tiate, the. scattering ot bank brandies. In 
Singhblium. Bihai, Canara Bank h.is a 
branch each in I'unshedpur and Chakra- 
dhaipur. Bank o'. India two in Jamshed¬ 
pur and one in Ghaihasa, Bank of Baro- 
da two in Jamshedpur and one in Cha- 
Kulia. Or take East Godavari in Andhra 
Piadesh: Bank of Baroda has a branch 
each in Kakinada and in Yaditha. 

In their zeal to ensure competition 
and equity in the matter of sharing out 
of the relatively developed and back¬ 


ward centres, the authorities have com¬ 
pelled Canara and Bank of India in 
Jamshedpur to farm out into Chakra- 
dharpur and Chakulia. True, Jamshed¬ 
pur is a major town in Bihar and a lu¬ 
crative business centre. Nor is it being 
suggested that there are no worse places 
than Chakradharpur and Chakulia. But 
what are these basically western Indian 
banks doing there? Those centres should 
have gone to United Bank or United 
Commercial — in case the authorities 
did not want to stretch the resources of 
the State or Central Bank. Similarly, is 
the branch in Yeditha the price that the 
Rank of Baroda has bad to pay for an 
office in Kakinada, a major town of East 
Godavari district? 

Is it likely that the idea of fostering 
competition among the banks, especially 
tile nationalised banks, has been carried 
a little too far? The case for cximpeti- 
tion in metropolitan cities and the larger 
towns — the biggest deposit and advan¬ 
ces centres — is unquestioned, but need 
the principle lie extended with the same 
vigour to backward rural areas which 
are being oiiencd up to banking for the 
first time? Indeed, the lead bank sche¬ 
me for developing the backward areas 
recognises the importance of co-ordina¬ 
tion of the bunks' operations. Such co¬ 
ordination — of which there has been 
little, if any, evidence so far — is best 
assured when there are in a district two 
or three banks, each with a reasonably 
large number ot branches, and not with 
as many as seven or eight banks, some 
of them with no riioie than one or two 
blanches. l'’rom the point of view of 
the operations of individual banks, the 
scattering ol branelics, of the type that 
has alie.nd). occurred, creates frighten¬ 
ing problems of administrative and re- 
.soiiice eontiol — c.specially as the gal- 
lojiing expansion of branches since na¬ 
tionalisation has not been accompanied 
in most banks by elTorts to adapt the 
oiganisational structure to this develop¬ 
ment and to strengthen communication 
and (Xintrol systems. 

This is not, of course, an argument 
against asking banks to branch out into 
new areas. Such branching out is iKi- 
cessary to ensure the development of 
banking facilities in States and regions, 
particularly in the north and the north¬ 
east, where in the past banking had fail¬ 
ed to take root. Nor can the entire biir- 
ilen be heaped on the State Bank or 
even the next one or two biggest banks. 
But without giving up its policy of push¬ 
ing banks into backward areas, the Re¬ 
serve Bank clearly needs to be guided in 
this matter by some norms of optimal 
clustering of branches. 
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D R Gadgil 


THE sudden passing away «! Dhanan- 
juya Ramchandra Gadgil I>rings to an 
end a long, purposcliil, devoted, and 
distinguished life. There is something 
remarkable in the way he began and 
persevered. His entire university e.duca- 
tion took place in England. After ap- 
p<!aring for the .Senior Cambridge exa¬ 
mination at Nagpur in 1016 and after 
wailing for two years because of the 
War, he went to Cambridge in 1918. 
There, having passed History Tripos Part 
I in 1920 and Economies Tripos Part II 
in 1921, he obtained th«! BA degree 
in 1921. The newly instituted M Litt 
degree reijuired two years of research — 
foi svhieh he registered in 1921, worked 
under the. guidance of Himderson, and 
submitted his thesis in 1923. The sub¬ 
ject ol his thesis was Industrial Evolu¬ 
tion in India which was published by 
the Oxioid University Press soon aftei- 
words in ]02‘1. II lie had intended to, 
he could have continued to live abroad 
and make an academic career there. 
But evirlenlly he yr'ained to return home. 
Even while at Cambridge, he published 
in Marathi an article on the conditions 
of Indian merchant .seamen in England 
(Kextiri, 1923). He returned to India m 
July 1923, immediately after submitting 
his thesis and thercalter he made no 
I'florf to maintain the bridge or to work 
for an academic icputation abroad. 

Ini-i.iji:n( K oi- Tii.ak 

We do not know what mihiences 
moulded him in his young and forma¬ 
tive years. But, I bclievi', that he was 
gi< atly iniliienced by the work, teach¬ 
ings, and ajiproaeh to life, of Tilnk. I 
know o( his ri'adiiig Tilak’s “Geela 
Haha.sya”, and 1 reriiember his having 
nientioneil that Tilak W'as a close friend 
of and a ficiiiient visitor to the house 
at Nnsik of Cladgil’s maternal graml- 
lulher Balasaheb Pend.si’. (iadgil himself 
spent many class with his maternal 
giandlathcr. The doininanl pi'rsonality ol 
Tilak could not but have made a deep 
impression on him at that young age. 

During the live seals he was at Cam¬ 
bridge'. l iz. Iroin 1918 to 1923, Gadgil 
must have- svalehed with di.smay the 
political decline' einel final e.xif of Tilak 
and the lise of Gandhi. I suspect that 
he did not have iinieli sympathy for 
Gandhi, his thought and ways. He re¬ 
gal eli'd Gandhian thought ns e'ssentially 
auli-inti'lle'ctual and had little apprecia¬ 
tion of the- mass inovcnK'nt which 
Gandhi launched. Therefore, when he 
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wiote on the Gandhian programme, he 
ciirifined himsell strictly to its economic 
aspects. It was only in 1960 that he 
wiote a detaih'd aiiprecidtion of Gandhi’s 
thought and work in a long article entitl- 
eel 'Bharat and Maharashtra’ (Maha- 
Tiixhtra Jecvuii. I960). I venture to 
suggest that he exmld nert have written an 
I'epudly balanced appreciation while 
Gandhi was alive-. Here I should make 
it clear that Gadgil had little sympathy 
le.r the estahlishe'd Brahmin leadership 
ill the e-diicational and political fields in 
Maharashtra which continued to wield 
powei ill the name of Tilak. He was 
iifteii shocked at the in.se'iisitivity to sur- 
lemiidiiigs that this leadershiii .showed. 
Altci the anti-Brahmin riots m Maha- 
liishtra lollowiiig the a.s.sa.ssination of 
Gandhi, he wrote on this subject and 
offered advice’ on what he lielievcd should 
be the bit tire policy and course of action 
ol the Brahmins in Maharashtra 
(Saliyadri, 1948). 

While at Cambridge, he might have 
cemie in ceintact with other young Indians 
with pronounced political leanings. But, 
so far as I know, he never had any ex- 
plie-il political affiliations. Nevertheless, 
there is little doubt that, when he re- 
tiiineel home, he was strongly motivated 
and haiboiire'd a deep-rooted commil- 
nient to his country. 

Immediately aftei his return, he began 
wilting on llic Indian economic situa- 
tii'o and probli'ins, (-specially in Marathi. 
Ill wrote on the land revenue system in 
Bombay Picsidcnci’. During these initial 
seals he was also apparently making an 
attempt to develop Indian economics. 
■Soon after his return, he wrote an article 
on Indian Economics and followed it up 
with a .sciics ol aitich-s on the subject. 
All this was in Marathi; few Indian eco- 
iioiiiists have addressed themselves to 
l.is audiences at so young an age. 

Gadgil accepted an apiaiintment in 
till- Eiiiaiiee D(-paitiiiciit of the Govern¬ 
ment of Bombay .is Acting Additional 
Assistant Sccrctais, which he held for 
baiely one year (1924-25). Then began 
the long acadeiiiie career. He was 
Bi incipul ol M T B College, Suiat, for 
five years (1925-30) and then iK'camc the 
First Director of the Gokhalc Institute 
o! Politics and Economics, Poona, which 
was founded liy his fathcr-in-lavi’, the 
lute Uao Bahudiii R R Kale of Satara. 
Ill sjiitc of riimicroiis opportunities, he 
never left the Institute and remained 
its Dirci'tor ior the full tenure until 
March 1966 — when he completed 65 


years and duly retired. On his retire¬ 
ment, he was appointed Professor 
Emeritus in the Institute and continued 
to work regularly at his desk at the 
Institute until he, left to join the Plan¬ 
ning Commission on September 1, 1967. 
After leaving the Planning Commission 
on May 1, 1971, he intended to return 
to his desk at the Institute — and had 
iiilorined me accordingly. 

Gadgil thus leaves behind an uninter¬ 
rupted academic career of over 40 years. 

I think this is unmatched by any otlu-r 
Indian ucadeniician who has had com¬ 
parable oirporhinitic's for deserting the 
academic liii- and joining either the 
udinini.stration or politics. In the course 
of this long careei, he naturally filled all 
the positions normal to an academician 
(corioniist of his rank. He was, for 
instance, elected President of the Indian 
Economic As.sociation in 1940 and the 
Conference Picsident of the Indian 
Society of Agricultural Economics ’"n 
1954. 

IN1KHE.S1 IN Education 

Gadgil was deeply interested in the 
organisation and administration of uni¬ 
versity education. He acquired first¬ 
hand experience in this matter at a very 
young age when he was Principal of 
the M T B College at Surat. He was a 
inembor of tbc Senate and a Fellow 
of the University of Ikiinhay from 1927 
to 1952. He was also a member of the 
Senate and Syndicate of the S N D T 
Women’s University (1931-40). He play¬ 
ed an important lole in the formation 
and estabh'shinent of Poona University 
and later in its organisation and„admi- 
nistration. After Piama University was 
established, he Ix-camc a member of its 
Executive Council (1949-58). He met 
with eonsideralile opposition to his ideas 
on organised university teaching within 
the PiMina area. Finally, when he found 
that his ideas were not being accepted, 
he ceased to take active interest in the 
affairs of the University until he was 
obliged to accept its Vice-Chancellor¬ 
ship in 1966. In the meantime, seeing 
that more regional universities were 
bound to spring up, he devoted thought 
to the organisation of university teach¬ 
ing in Maharashtra (Kesari, 1962). He 
argued, from the very beginning, for 
legiona] languages as the media of in¬ 
struction at all levels — including 
university education. 
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f His interest in education was not 
tt>nfined tu university education; It 
x^t down to secondary and primary 
education as well. In 1945, ho In¬ 
vestigated the problem of Lapse into 
Illiteracy in primary education and re¬ 
ported on it to the Coveniment of Bom- 
liav (Gokhale Institute, 1955). He was 
also for some time Chairman of the Re¬ 
gional Library Committee and wrote on 
the library development in Bombay 
Province (1943). 

Pr.niOD OF Exn.OKA’noN 

The period from 1925 to 1940 was, 
for Cadgil as an eionomist, the period 
ot probing and exploration. He had 
made his basic choice in 1930 by agree¬ 
ing to become the first Director of the 
Gokhale Institute of I’olitics and Eco¬ 
nomics. The objectives ol the Gokhale 
Institute, as lorrniilated in the Trust, in 
u'hich Cadgil surely had a hand, were 
to study current political and economic 
problems of the country. He therefore 
eschewed economic theory and directed 
his attention to collecting and studying 
facts 1 elating to various aspects of the 
luiictjoning of the Indian economy. 
Tims some of his earliest publications 
fioin the Institute are: “A Survey of 
I'Vnit Marketing" (1933), “A Survey of 
Motor Bus Transportation" {1935), and 
■'A Survey of Famr Business" (1940). 
By 1940 he had completed the surveys 
of Poona and Sholapur cities. 

His membership of the Bombay Tex¬ 
tile Labour Enquiry Committee (1937- 
40) was probably his first major com¬ 
mittee work, and he overworked him¬ 
self on its report. He formulated and 
put forward his own thinking on ‘Re¬ 
gulation of Wages and Other Problems 
of Industrial Labour in India’ in the 
Banaili lectures he delivered at Patna 
University in 1940 (Gokhale Institute, 
1943. 1945. 1954). In these leetiiies, 
he also expressed his doubts about the 
concept of a perfect market and the 
functioning of a comiretitive economy. 
These doubts persistr'd throughout his 
later work. 

Another subject of somewhat inter¬ 
mittent interest first occupied him when 
he became Chairman of the sub-coin- 
niittee on Transport Services of the Na¬ 
tional Planning Coinmittro (1939-49). 
He wrote on ‘Rail Road Co-ordination 
with .Special Reference to Rates Poli¬ 
cy' (Indian Jourmd of Ecotwmics, 1946) 
and also submitted a note on “Nation¬ 
alisation of Hoad Transport" to the All- 
India Motor Unions Transport Enquiry 
Committee (1947). Later he wrote on 
the “Problems of Transport Co-ordina¬ 


tion , He was a member of the Trans¬ 
port Policy (Reconstruction) Committee, 
Government of India (1943-45). 

Two subjects, which proved to be of 
sustained and enduring interest to him. 
were presented to him when the first 
Congress goveiniiients were established 
in the provinces in 1937. These govern¬ 
ments embarked on a wide range of re¬ 
form legislation. The Government of 
Bombay eoncentraled on two important 
aspects of the luial situation; tenancy 
and indebtedness. Cadgil wrote a num- 
Iwr of articles on these subjects in the 
Sermnt of India, lie also wrote an inte¬ 
resting note on ‘Agricultural Rent' (In- 
dian Society of Afiricultural Economics, 
Proceediiiffs. 1941), where he expressed 
his doubts on the functioning of a per¬ 
fect competitive market economy, and he 
wrote an article on ‘Problems of Rural 
Life’ (Auumds of tlw American Acade¬ 
my of Poliliral and Social Sciences, 
1944). He formulated and put forward 
his thinking on the iiroblem of tenancy 
and land lefoiui in his Presidential 
Address to the Conference of the Indian 
Society ol Agiieultural Economics 
(1954), and submitted a general note 
on ‘Land Retorius in Independent India’ 
to the Planning Commission in 1958. 
When the c-ilings on landholdings le¬ 
gislation was passed, he viewed the 
principle rather critically and wrote on 
thi‘ subject. The other aspect of the 
rural situation which he touched upon 
in 1938-39 — viz, the problems of 
rural indebtedness — proved of even 
more enduring interest to him, in due 
coiir.se, he fashioned a system of co¬ 
operative rural ereilit w'hich caused a 
fundamental ievolution in rural bank¬ 
ing in the country. 1 shall pre.scntly 
letum to this major field ol his activity 
and contribution. 

After the Bengal famine, the Bombay 
Government liecamc concerneil and in- 
tiodiiced a scheme of voluntary levy 
for the 1943-44 agricultural season. 
Cadgil was then conducting a detailed 
socio-economic inv*“stigation in Wai 
talukn of Satara district and received 
disturbing reports legarding the work¬ 
ing of tM scheme. He therefore wrote 
a detailed note ciiticising the voluntary 
1( vy and suggesting instead a scheme ol 

I ompiilsory levy He sent the note to 

II F Knight who was then adviser-in- 
charge. Knight discussed the scheme 
w'ith him and asked him to demonstrate 
that it was acceptable by discussing the 
.same with the advisory body in Satara. 
Alter this was tlone, tlie scheme was 
accepted and Gadgil became a member 
of the Provincial h'lKid and Commodity 
Advisory Board, Bombay (1943-50). 


During the short period of decontrol, 
he warned Government on ‘Post-Decon¬ 
trol Price-Rise’ (September 1948). He 
dwelt on the subject in a foreword to 
“Post-War Inflation in India" by Sova- 
ni (Gokhale Institute 1949). The fol¬ 
lowed a long period of recontrol, ebift, 
and hesitation. He was dwply disturb¬ 
ed by the manner in which the entire 
control apparatus was dismantled be¬ 
tween 1952-54. He was already view¬ 
ing the situation as one of a rise in all 
commodity prices. He presided over 
an Anti-Price-Rise Conference in Poona, 
and later submitted a number of notes 
to Government, including one on ‘Price 
Policy’ (August 1960), which was dis¬ 
cussed for long by the Planning Com¬ 
mission but w'as not accepted because 
of the opposite of the Ministry of Food 
which had decided to rely entirely on 
the American food aid under PL 480. 
Gadgil did not approve ot the excessive 
and indiscriminate food imports which 
Government was resorting to to keep the 
food prices down, and he protested. 
He regarded pi ice stability as an essen¬ 
tial condition for planning, c-omplained 
that GoviTnmcnt’s efforts to control pri¬ 
ces were both inadequate and unreal¬ 
istic, and formulated his concept of a 
‘national pi ice strategy’. 

FAiniFUi. Committee-Man 

In 1964, when the food situation 
worsened and went out of control, the 
Government of Maharashtra .sought his 
,'iflvice and Cadgil stepped in with 
energy and purpose. He fashioned the 
monopoly purchase selH-iue for the Gov¬ 
ernment ot Maharashtra and advocated 
it for general application. In the next 
two years, he wrote a number of arti- 
cl<-s on the subject. Finally, in 1966, 
he became a member ol the Foodgrains 
Policy Committee of the Government of 
India. The n'port of this Committee 
does not truly rejiresent his position on 
the subjeit, and I believe that he com¬ 
promised his position in many impor¬ 
tant respects. This was characteristic of 
him. lie was a faithful ‘committee-man’ 
and insisted on having a unanimous ic- 
poit. In spite of his strong views on 
many subjects. 1 supiiose, he never 
wiotc a minute of dissent. 

Befoie 1 proceed to Cadgil's 
thinking on other questions of eco¬ 
nomic policy and develoiwnent, I would 
like to make a small diversion to des¬ 
cribe his activities in relation to the 
constitution-making and organisation of 
the linguistic States in India. Though 
this may be a diversion in this narra¬ 
tive, I should also make it clear that, 
for Gadgil, it was no diversion at all. 
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The issues he discussed in this context 
were central to his own personality and 
to his concept of the ‘personality of 
India’. Soon after the Cripps’ Mission, 
CadRil wrote his “Federatint; India" 
(Gokhale Institute, 1945) and duly he- 
conrie a mcmlKT of the F,\pert Commit¬ 
tee on cim.stitiition-making of the In¬ 
dian National Congress (1946). While 
workinK on this Committee, he wrote 
on thg ‘.Scope of Union Subjects' 
(India Qiiarterlij, 1946) and also is¬ 
sued a statmK'iit ‘Calling the Indian 
Union a Hindu State’ (October 1947). 
ile pul forward his total thinking on 
the Indian constitution in his ‘‘Federal 
I’loldcin in India” (Cokhale Institute, 
10471 and “.Some Observations on the 
Draft Constitution" (Cokhale Institute, 
1918). After the Constitution was ad- 
t,pted. he, t)uestioncd whether it was a 
federal eou.slitution (Kesari, 1950). He 
abo devoteil much thought to the na¬ 
tional language f|uestion and, at his in¬ 
stance, Poona University convened the 
Indian Language Development Confe- 
lenee (May 1953). 

PnOnl.FMS OF MAl!AnA.SIITnA 

As part of the same endeavour, he 
worked for the establi.shment of the 
linguistic State of Mahura.shtra; he did 
not think this to be a paiochial activi¬ 
ty but an effoit to build a constitutional 
stiucture which, in his judgment, was 
•hi' most appropriate to the develop¬ 
ment of tb” Indian personality. llie 
.subject was near to his heart long be¬ 
fore Indepcndenec. Back in 1928, he 
had indicated the lioundaries ot a unit¬ 
ed Mahara.shtra on the basis of the 
1921 Cen.sus of population and had ar¬ 
gued why Maliarashtra should be a 
•inilcd pioviuce. With the est.iblish- 
nicnt of the .Sainsukta Maharashtra 
Pari.shad, he bceamt- its member (1946- 
1960) and Chairman ol its Drafting 
Committee (1954-.5.5). On behalf of the 
I’aiislmd. he i.ssued a number of painpb- 
U'ts. He drafted the lepies-ntation 
submitted by the Paiisbad to the Dhar 
Commission in 1948. and actively pre¬ 
pared the memorandum submitted to 
th,' Stale Beorganisation Commission 
on liehalf of the i’arishad in 1954. 

If ebaiilv should begin at home, Cad- 
gil firmly believed that public activity 
should also begin at home; he had no 
opinion of a rootless ‘national’ leader¬ 
ship. Consequently, from the begin¬ 
ning of his public life, he associated 
himself with tlic problems of tlx- im¬ 
mediate neighbourhood. He was Chair¬ 
man of a Committee to inquire into ic- 
oiganisation of Poona Municipal Ailauts 
(19.39). He wrote on ‘Housing and 


Shuns in Poona’ (Economic 'Weekly, 
1959. also Kesari, 1961). When Poona 
rity was affected by the Panshet Dam 
Disaster, he convened the Poona Re¬ 
habilitation Conference (1960) and 

commented on the Bill to create a 

Poona Flood Authority. It was out of 

the deliberations of this conference that 
— again at bis initiative — the Poona 
Metropolitan Study Croup was formed 
which in turn was partly responsible 
for the appointment, under his chair¬ 
manship, of the Bombay-Panvol and 
Poona Regional Planning Committee 
(1966). Ile was President of tile Deccan 
Agricultural Association since 1952. 

This is a non-official organisation and 
Cadgil used its forum to place before 
Covemment the point of view of the 
agi iculturists on many iunportant issues. 

Cadgil took continuous and keen in¬ 
terest in the economic development of 
Mahara.sbtia. He was President of the 
Maharashtra Industrial and Commercial 
Conference (19.56) and later of the Ma¬ 
harashtra Economic Development Coun¬ 
cil (1957-60). On behalf of this Coun¬ 
cil, he submitted to the Covemment of 
the then bilingual Bombay State, a 

memoramhun on the ‘Economic and 
Industrial Development of the Marathi- 
Spi aking Distiicts’ (1957). He also out¬ 
lined a plan lor economic development 
of Mahaiashtra. After the establish¬ 
ment of the linguistic State oi Maha- 
lasbtia, be became a member ot the 
Maluuasblia Slate Plan Consultative 

(Committee (it-KiO) and was Chairman of 
its Sub-floninnttee on Agiicultural La¬ 
bour (1960-61). He devoted special at¬ 
tention to the iriigation problems in 
Mabaia.shtia. I'bis began with bis 

puineering study “Economic Eflccts of 
Iingation" (Gokhale Institute, 1918), 
which is an investigation into the direct 
and indirect benefits of the Codavari and 
Piavara Canals, conducted in 19.39-40, 
the report of winch w’as submitted to 
the Bombay Government in 1942. Sub- 
sequi’iitly, be wrote ‘A Note on the Re- 
ixirl of the Cabinet Sub-Committee to 
Inipiovc the Financial Position of Ma¬ 
jor iriigation Works in the Province of 
Bombay’ (February 1949). He present¬ 
er! a paper on ‘I’robli'ins Presented by 
an Investn!.ition of the Economic Ef- 
fei'ts of lirigation and I’ower Projects’ 
to a symposium on the subject in Delhi 
in Septi-mbcT 1953. 1I<“ was a member 
of the Maharashtra Irrigation Commis¬ 
sion (1960-62). He took active interest 
in the problem of mtei-State distribu¬ 
tion of the Krishna and Godavari waters 
anil submitted a note to the Culhati 
Commission on ‘Irrigated Agriculture in 
Maharashtra' (August 1902). 


The pre-eminent position whidi Gad- 
gil occupied in the field of co-operatIcIg__ 
had behind it years of patient worlrlSF^' 
the grass-roots level. I have already re¬ 
ferred to his keen interest in the pro¬ 
blem of rural indebtedness and the 
debt-relief legislation of the Govern¬ 
ment of Bombay (1938-39). He active¬ 
ly pursued this interest ever since. He 
was a memljer of the Poona District 
Central Co-operative Bank (1937-42, 
1946-48) and its Chairman towards the 
end of the period (1947-48). He was 
Chairman of the Poona District Pur- ■ 
chase and Sale Union (1945-50) and 
he then submitted a note to Govern¬ 
ment on ‘Basic Issues in View of llie 
Govenmient’s Policy of Canalising 
Trade in Essential Commodities, espe¬ 
cially in the Rural Areas, into Co-ope- 
lativc ChaniK'ls’. In this, I suppose, 
aj'pears for the fiist time his concept 
of regulated distribution of all essen¬ 
tial consumer goods through co-opera¬ 
tive channels. He was Chairman of the 
Agrieiiltuial Finance Sub-Committee of 
Ih-j Agricultural l^ilicy Committee of 
the Government of India (1944-45). In 
this report, Cadgil systematically for¬ 
mulated bis ideas on co-operative rural 
credit. In 1947-48, he actively formu¬ 
lated detailed proposals for the reorga¬ 
nisation of co-opeiative credit and, in 
1949, dralted the crop-loan policy reso¬ 
lution for the Bo.ard of the Bombay 
State Co-ojx'ialive Bank. It was the 
• vpi iienee with the working of the 
new' policy that enabled him to sub¬ 
stantiate .'uid elaboiate it in the Report 
ol the Rural Credit Survey of the Rc- 
.seive Bank — of the Committee of 
Direction ol which he was a member 
(19,51-.54). This report constitutes tlie 
manifesto ot thi- revolution in rural 
banking that has occurred since then. 

Fhom Botiom Upwabd^ 

Gadgil’s eontribution to the co-ope¬ 
rative movement in India is even bolder 
in the field of agricultural processing. 

In this field, he led the. movement by 
establishing the first successful co-ope¬ 
rative sugar factory and was its first 
Chairman (Piavaranagar Co-operative 
.Sugar Faetoiy, 1949-60). Afterwards, 
a large number of co-oi)erative sugar 
factories sprang up in Maharashtra, 
and later, all over the country along 
the lines be bad laid down. 

Cadgil in fact worked from bottom 
upwards, and had unrivalled experi¬ 
ence and knowledge in the field of 
co-operation. He summed it up in his 
Brij Narain Memorial Lectures, deli¬ 
vered at Punjab University which have 
been published (“Towards a Co-opera- 
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ftive GxoaniQifWeahh”, iSinjab Univer* 
^y, 1961). Throughout this long and 
sustained effort, his senior colleague 
was the late Vaikunth lallubhai Mehta 
whom he held in the hipest regard 
and esteem. 

He was closely . associated with 
Vaikunth Mehta in yet another field, 
viz, village and small-scale industries. 
He has an early note on the subject 
of 'Common Production Plans for 
Hand and Machine Sectors in an In¬ 
dustry' prepared, I suppose, for Govern¬ 
ment; it is clear that, though he was 
concerned about the survival of the 
village and hand industries, he never 
visualised the development of these in¬ 
dustries to the exclusion of the modern 
iuid mechanised sector. He helped in 
the formulation of a framework of ra¬ 
tional policy in this field in the report of 
the Village and Small-Scale Industries 
(Second Five-Year Plan) Committee of 
which he was a member (1955). How¬ 
ever, the implementation of these poli¬ 
cies was left largely to the Khadi and 
Village Industries Commission, and 
Gadgil was not entirely happy with the 
policies and functioning of that Com¬ 
mission. In 1962, he became a member 
of the Rural Industries Planning Com¬ 
mittee of the Planning Commission 
and there, I believe, expressed himself 
accordingly. He thought in terms of a 
common production programme for the. 
village industries and the modem and 
mechanised industries, and in terms of 
developing an intermediate technology. 
On the latter point, he expressed him¬ 
self in ‘Intermediate Technology: 
Why and How?’ (Working Paper: 
Seminar on Fourth Plan, Institute of 
Gandhian Studies, Varanasi, 1965). 

High Hopes of Gramdan 

Gadgil regarded Gandhian thought to 
be ahti-intellectual and, therefore, did 
not have much sympathy for it. Never¬ 
theless, it seems to me that one peculiar 
quality of Gandhian thought — viz, its 
being close to the ground and people — 
did attract Gadgil: whenever he had an 
opportunity to examine any aspect of 
it on a rational basis, he went a long 
way and tried to formulate it as best 
he could. He got such an opportunity 
in the case of Gandhian thought on 
village and hand industries because of 
a close association with Vaikundi Mehta 
and later also with Annasaheb Sahasra- 
budbe. However, in spite of this close 
association, I am afraid, the gap bet- 
v'een Gadgil’s ttpproach to this pro¬ 
blem and the polides and programmes 
of the Khadi Commission remained 
wide. This became evident in the nego¬ 
tiations between the Planning Com- 


miasimi and the Khadi Commission 
during the formulation of the Fourth 
Plan. 

He devoted some attention to some 
other aspects of Gandhian thought as 
well, because when Vinoba took over 
the leadership of this thought, he 
found in Vinoba an intellectual and ra¬ 
tional exponent of Gan3hian thought. 
He wrote on ‘Gramdan—Implications 
and Possibilities’ (Indian Journal of 
Agricultural Economics, 1957) and 
touched upon the subject in fiis Pre¬ 
sidential Address to the Agricultural 
Economics Qmference (1964). It is 
obvious that he placed much greater 
value on the Gramdan than on the 
Bhoodan movement because of the 
former's inherent potentiality to reor¬ 
ganise the agrarian structure funda¬ 
mentally. He had considerable expecta¬ 
tions of the Bhoodan and Gramdan 
movements, and spent some Hme in 
Koraput to see how the movement 
could be given an effective organisa¬ 
tion. He was rather disappointed be¬ 
cause of the refusal of the Bhoodan 
workers to see the need and the im¬ 
portance of formal organisations for 
consolidating the gains of that move¬ 
ment. He believed that, here too, the 
organisation would have to be appro¬ 
priate co-operatives. 

Let me now turn to hfs long asso¬ 
ciation with the Reserve Bank of In¬ 
dia. He became a member of the 
Bombay Area Committee of the Bank 
in 1941, then a member of its Western 
Area Local Board (1942-52), and fin¬ 
ally a member of its Central Board of 
Directors (1952-62). When, following 
the Report of the Rural Credit Sur¬ 
vey, the State Bank of India came 
to be established, he also became a 
member of its Board of IMrectors. In 
spite of this long association, he has 
not written much on fiscal and mone¬ 
tary policy. 

Finally, I should come to Gadgil's 
interest in planning and his association 
with the planning in India. Here, too, 
Gadgil began, I believe, much before 
most others in India and, quite char¬ 
acteristically, ut the bottom. lie was 
a member of Sangli State (a princely 
state) Economic Development Com¬ 
mittee (1940-41), a member of the 
Bombay Provincial Rural Develop¬ 
ment Board (1943-46), President of 
Phnltan State (another princely state) 
Reconstruction Committee (1944-45), 
and Chairman of Kolhapur State (an¬ 
other princely state) Development 
Committee (1945-46). In the pre-In¬ 
dependence days, he was also a mem¬ 
ber of the Consultative Committee of 
Economists (1942-47) and was a signa¬ 


tory to the “Manifesto by Indian 
Economists on the Present Economic 
Policy of the Government of India” 
(1942), He did not view the First 
Five-Year Plan very favourably and 
thought of it as no more than a list 
of schemes and projects. At the begin¬ 
ning of the preparation of the Second 
Five-Year Plan, Government appointed 
an Economists’ Panel. Gadgil was its 
member (1955) and later became its 
Vice-Chairman (1959). For the Panel, 
he prepared his basic paper on ‘Policy 
Decisions in Flan-Making' and a num¬ 
ber of other notes on various subjects 
some of which are published in the 
collection of his writings, “Planning 
and Economic Policy in India" 
(Gokhale Institute, 1961, 1962, 1965). 
After the publication of the Second 
Five-Year Plan, he wrote on its ‘Pros¬ 
pects' (Iiulia Quarterly, 1957), and 
‘On Hephasing the .Second Five-Year 
Plan" (Indian Economic Jourtial. 1958). 
As is well known, he was not entirely 
happy about the functioning of the 
Planning Commission and the process 
of plan-making. He covered the subjea 
in the Laski Memorial Lecture he de¬ 
livered at the Harold Laski Institute 
of Political Science, Ahmedabad, the 
title being ‘Indian Planning and the 
Planning Commission* (1958). Hoping 
that the preparation of the Third Five- 
Year Plan would be better, he wrote 
a note on ‘Approach to the Third 
Five-Year I’lan' for th<- Economists' 
Panel (1959). 

DiSTRICT-LevkI I’lJSNNING 

During much of the Third Plan 
period, Gadgil devoted attention to 
the preparation of the Plan at the dis¬ 
trict level, and prepared a concrete 
plan for Wardha District. His think¬ 
ing in this connection is available in 
the form of a number of notes he pre¬ 
pared for the purpose. During the 
period, he was also a member of the 
Planning Commission for Goa, and 
spent considerable time in the prepa¬ 
ration of its plan. The period was also 
marked by the establishment of pan- 
chayat-raj institutions at the district 
and lower levels in Maharashtra. The 
establishment of these institutions was 
very much in accordance with GadgiVs 
own ideas and outlook, and he wrote 
in Marathi a number of articles on 
the subject. He consolidated his ex¬ 
perience and thinking on the question 
of District Development Planning in 
the Kale Memorial Lecture he deliver¬ 
ed at the Gokhale Institute in 1966 
(Gokhale Institute, 1966). As Chali- 
man of the Regional Planning Com¬ 
mittee for Bombay-Panvel and Poona 
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Regions, be devoted attention to the 
problems of regional development of 
a different kind as well. 

In 1961, Gadgil became a member 
of the Economic Prriicy Advisory 
Committee of the Planning Commis¬ 
sion. As I have already mentioned, he 
had found many things wanting in the 
functioning of the Planning Commis¬ 
sion. The shape of the Commission 
since 1963 distressed him deeply. He 
was convinced that the apparatus 
needed thorough overiiauling. In a 
paper he prepared for a seminar orga¬ 
nised by the National Book Club in 
Delhi (Economic and Political Weekly, 
Annual Number, 1967), he summed up 
his assessment of the performance of 
Indian planning during the last three 
Plans. In his opinion, the basic rea¬ 
son for the failure of Indian planning 
was what he called a total absence of 
a policy-frame and regulatory frame¬ 
work. He attributed this to the grow¬ 
ing influence in Govenunent of the 
vested interests with a laissez-faire 
bias and of the technocrats with a 
simple belief in automatism of deve¬ 
lopment following investment. In con¬ 
sequence. in his opinion, the Plan re¬ 
sources had passed into the hands of 
vested interests and were employed in 
market-oriented uses. This resulted in 
a failure to maintain stabilify, — reflect¬ 
ed in an unchecked increase in prices 
and growing inequality in the economy. 
He believed that, in order to achieve 
price stability, the essential requirements 
were restraints on domestic consump¬ 
tion and a price policy supported by 
much greater control over production, 
trade, speculation, and banking. He 
attributed the growing inequality in 
the economy to the so-called produc¬ 
tion-orientation or production-before- 
distrlbution policy, failure to achieve 
diffusion of the effects of development, 
and neglect of the employment aspects 
of development planning. 

He, therefore, pre.scribed a policy 
the primary objective of which was 
to acheve and maintain stability. As 
he spelt it out, the; policy for stability 
has two aspects; a price policy and 
an incomes policy. The main instru¬ 
ments of his price policy were; (a) a 
comprehensive system of socialised 
purchase, .storage, and sale of all 
major agricultural products with a view 
to establishing and maintaining a sta¬ 
ble structure of agricultural prices; (b) 
a widespread network of retail shops 
under public control for distributing 
all essential consumer goods; and (c) 
control of prices of intermediate and 
capital goods, mainly through detailed 
allocation of impmts. The essential 


eicmenu of his inoomes policy were: 
(a) stabilisation of agricultural in¬ 
comes through stabilisation of agricul¬ 
tural prices; (b) avoidance of tedmolo- 
gical unemployment through deliberate 
use of existing equipment and skills; 
(c) a deliberate employment orienta¬ 
tion to the Plan of new investment; 
and (d) check on rising incomes 
at hi^er levels through appropriate 
fiscal measures. 

Gadgil advocated a comprehensive 
framework for regulating private trade 
and industry. The main instruments 
he advocated were: (a) fiscal, mone¬ 
tary and credit policies, aimed at re¬ 
ducing the importance and scope of 
the private capital market, limitation 
of bank credit and its allocation to 
different industries; (b) closer scrutiny 
of the industrial sector in relation to 
Its import commitments with a view 
to achieving increasing self-reliance; 
and (c) scrutiny and control of the 
financial affairs of the private sector 
through a system of public audit. His 
attitude towards private trade and in¬ 
dustry was not doctrinaire, it was 
based on a genuine fear that, in a 
poor country such as ours, unregulated 
operation of private trade and industry 
would inevitably lead to economic in¬ 
stability and social and political unrest. 

It was against this background that, 
on September 1, 1967, Gadgil accept¬ 
ed the responsibility of the Deputy 
Chairmanship of the Planning Com¬ 
mission. He was aware that there lay 
an uphill task and that it was as much 
political as it was economic. He wa.s 
also aware that he had much reputa¬ 
tion to lo.se. Nevertheless, he accepted 
the ta.sk with u sense of national dedi¬ 
cation and he did not take it lightly. 
Except fur understandable opposition 
in certain quarters, he had country¬ 
wide sympathy and support. It will Ije 
premature to judge his performance as 
the Deputy Chairman of the Planning 
Commission. 

But it is obvious that he failed to 
come up to the expectations he had 
himself created. Indeed, one feels that 
he did not even try. Many are puzzled 
that practically everything he had said 
earlier — in fact as recently as 
jnst before he entered the Planning 
Commission — he almost studiously 
kept out of the Fourth Five-Year Plan. 
He has affected and influenced so many 
of us that, in years to come, all those 
who rightiy hold him in high regard 
will speculate on the reasons of this 
final failure, or indeed reluctance, to 
try and put into practice what be had 
so consistently and persistently preadh- 
cd. Was it okl age? Was it a latent 


conservatism? Was it a pdJtica] mis- \ 
calculation? Was it that doubts axose 
his miiid reprdlng the validity or 
practicability of his earlier idbas? What 
was it? 1 brieve that, in the end, he 
himself sensed the public disappoint- 
ment. He alone knew the truth which 
all of us would want to know. I do 
ndt know if he would have revealed it 
had he returned to his desk at die 
Cokhale Institute of Politics and Eco¬ 
nomics. Now, it must forever remain 
a secret and a puzzle to his countless 
admirers. 


LETTER TO EDITOR 


Centre-State financial 
Relations 

I HAPPENED to come across, rather 
belatedly, C Thimmaiah's comment 
(October 17, 1970) on the article by 
V V Bbatt and me, “Centre-State Fin¬ 
ancial Relations” (February 21, 1970). 
Thimmaiah has stated therein that our 
suggestion about the establishment of a 
National Development Bank is not new 
as it is already contained in the Venka- 
tappaiah team’s report on F'inancial Ad¬ 
ministration and also in the book on the 
same sub)ect by D T Lakdawala. He 
has also taken Bhatt and me to task for 
not acknowledging our debt to either of 
these reports. 

Thimmaiah is quite right in his view 
that the recommendation about the Na¬ 
tional Development Bank was first 
made in the above mentioned docu¬ 
ments. He is also right in regard to our 
failure In not making any reference to 
them. The reason for not doing so i;, 
however, quite different from the one 
implied by Thimmaiah. The rekwant 
sections in the Venkatappaiah team's 
report on financial administration are 
based on the findings of the woridng 
group on Centre-State financial rela¬ 
tions appointed by the team. Lakdawa¬ 
la and Bhatt were Chairman and roem- 
ber, respectively, of the working group 
and I was its convener. No wonder, 
therefore, that Thimmaiah could detect 
the genesis of our recommendation in 
the Venkatappaiah team’s report and 
the book of Lakdawala. 

Thknmaiah would have established 
more solid claims to scholarship if only 
he had shown patience in going through 
the Venkatappaiah team's report more 
thoroughly. 

D R KHAixaan 

Washington 
April 18 





MARKETS 


Hesitant but Upward Inclined 

Nbhtar 


THE stodc inaAet simply Idled ayay Its 
time last wed(. Instead of moving up 
ai>d down, it drifted sideways at a dow 
pace. Interest tended to be extremely 
selective. Over the weekend, gains out¬ 
numbered losses but excepting a feu^ iso¬ 
lated counters, net changes were con¬ 
fined within a narrow range. The mid- 
April hi^ mark has not been touched 
again but the market has not moved 
much away from It either; it has kept 
very close to it all the time. 

There has been no dearth of news 
which has been more bullish than 
bearish. But with all its reputation for 
l>eing very sensitive, the stock market 
lias not been in a responsive mood 
recently. This is mainly because neither 
bulk nor bears have been inclined to 
expose themselves to uncongenial poli¬ 
tical weather. Indo-Pakistani relations 
have increasingly been under strain. 
That Lyons Range should have kept re¬ 
markably cakn amidst mounting tension 
' on the eastern border is a measure of 
its optimistic assessment of the economic 
prospect. 

The corporate news has been pleasing 
and it has been flowing in a steady 
stream. Sales and profit figures reflect 
rite improving economic tempo. The 
demand for industrial capital has been 
on the increase. Export performance in 
1970-71 has exceeded the most optim¬ 
istic expectations. The import policy for 
1970-71 has many welcome features. A 
mix of continuity and innovation, tlie 
liberal export-oriented import policy 
seeks to enlarge and strengthen the pro¬ 
duction base and offers .special facilities 
for Small-scale industries, backward areas 
and reopening of closed engineering 
units, particularly in West Bengal. No 
less welcome is the proposal for a fixed 
time-table for disposal of import and 
export licences. 

The stock market can have little cause 
to complain about the guidelines approv¬ 
ed by the Government for conversion 
into equity of loans granted by public 
flnandal institutions. The guidelines 
are not harsh and in any case much 
less harsh than many had feared. The 
convertibility clause will relate to only 
rupee loons and will be normally provid¬ 
ed lor in loan agreements when the 
aggregate oalstance by IDBI, IFC, 
IClCI, UC and Unit Trust exceeds Rs 
50 lal^; it will be discretionary in the 


case of loans ranging between Rs 25 
lakhs and Rs 50 lakhs. There need be 
no conversion clause for loans aggregat¬ 
ing less than Rs 25 lakhs. The willing 
consent of the assisted industrial con¬ 
cerns will be built into loan agreements. 

The new scheme for ensuring increas¬ 
ed availability of controlled doth ap¬ 
proved by the Government could not 
Iierhaps have been more favourable (or 
less unfavourable) from the industry’s 
angle. The quantity required to l>e 
produced in the June-August quarter is 
no more than 100 million metres to be 
subsidised to the extent of 50 palse a 
square metre out of a fund of Rs 5.25 
crores. of which Rs 4.50 crores is to 
be raised by the industry. One wonders 
whether instead of making a big show 
about increased supply of controlled 
cloth to the weaker sections of the com¬ 
munity, the Government would not have 
done better to evolve the new schema 
after the Bureau of Industrial Costs and 
Prices .submits its report. 

'The stock market has wound up the 
week on a hesitant-to-steady note. Its 
overall behaviour suggests that it might 
not be long before the market strikes 
a new high for the year. Uncertainty 
aliout the Central Budget is the only 
important restraining influence. Bulls 
might not assume an aggressive posture, 
especially when the market authorities 
have been reportedly asked by the Gov¬ 
ernment to curb illegal activity. But 
with offerings scarce, even small buying 
ran give a big push to the market. 


What Xriaia*? 


COTTON stocks worth over Rs one 
crore arc reported to bo lying unsold 
with the Mahara.shtra Co-operative 
Marketing Federation for the last two 
months. The Federation had procured 
this cotton for sale in the open market 
after meeting the requirements of tlie 
government-run milk and spinners in the 
co-operative sector. But sales were 
withheld in view of the subsequent fall 
in prices. The Federation finds itself 
in a difficult financial position because 
vriiile it has paid the full amount to the 
purchasing societies it has not received 
the dues from government-run milk. In 
addition it has to finance the stodcs 
lying with it. In order to resolve riiis 
‘crisk’, the Maharashtra Government- has 


requested the Textile Commissioner to 
increase the time-limit for holding stocks 
from one-and-a-half months to four 
months and it is also making efforts to 
get restrictions on bank credit against 
cotton relaxed. 

But why must the Textile Cctninls- 
sioner and the Reserve Basik oome to 
the rescue of the Federation? Its diffi¬ 
culties are not any different from diose 
experienced by the private trade. Cotton 
is still in short supply, massive impmts 
notwithstanding. And despite the fairly 
heavy fall in price.s from the January 
high levels, cotton prices are still sul^ 
stantially above the 1970 levds. It woidd 
be unwise to relax credit curbs and stodc 
limits as that would adversely affect the 
flow of supplies to the market Opera¬ 
tions of the Federation ore still snull. 
One wonders how it will fare when It is 
entrusted with monopoly procurement of 
cotton which the State Government is so 
very keen to do. 

Market-wise, cotton prices have dis¬ 
played a distinctly steadier tone this 
week. Prices have risen by Rs 100 to 
Rs 200 per candy on sustained spinner 
inquiry. Reports from the piecegoods 
market have not been very encouraging 
but sentiment seems to have improved 
following the announcement of the new 
scheme for the manufacture of oontroUed 
cloth. Industry is happy that it will be 
required to produce only 100 milBon 
metres of cloth during the June-August 
quarter. Besides, the levy of Rs 300 per 
bale on PL 460 cotton (yet to be re¬ 
leased) has made foreign cotton leas 
attractive. Indian cotton continues to 
be much costlier but the difference bet¬ 
ween foreign and indigenous cottons t*** 
narrowed down. This has led to revival 
of inquiry for indigenous cotton. 


Supply Improves 


OILSEEDS and oil prices have staged 
an all-round recovery from the recent 
low levels recorded in the wake of hasty 
.selling touched off, among other things, 
by the failure a few prominent bull 
operators in upcountry centres to honour 
their commitments. Linseed futures have 
rallied by Rs 9 a quintal and castor 
futures by Rs 6. Oil prices have risen 
by Rs 100 to Rs 150 a tonne. The pace 
of the rally has slackened as there is 
little enthusiasm to follow the rise at 
higher levck. 

The cunrent rise may well turn out to 
be merely a technical correction of the 
preceding sharp decline in prices, unless. 
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el courae, the Government takc^ to 
meofures which serve os bullish fuel. 
Thanks to a general setback to the 
tendency to hold/hoard goods, there has 
been a perceptible improvement in 
snarket^le supplies. The supply position 
has further improved as a result of 
increased availability of imported soya¬ 
bean oil and mutton tallow. Because of 
the recent sharp decline in soyabean oil 
prices in the U.S. it has l>een possible 
for India to purchase .'15,000 tonnes 
Instead of 31,500 tonnes under the 
earlier allocation. Another 27,000 tonnes 
have Irecn made available under a sup¬ 
plementary agreement and the entire 
ciuantity is to be shipped before the end 
of June. According to informed sources, 
ul>out 50,000 tonnes of soyabean oil will 
be made available during July-Septem- 
ber. Likewise, India is assured of sub¬ 
stantial quantities of mutton tallow this 
year which will help meet most of the 
requirements of the soap industrj' — not 


COMPANIES 


AIIMEDABAD ADVANCE MILLS 
proposes to implement its industrial 
licence for manufacture of 5,450 ton¬ 
nes of specialised steel strips 1^ ex¬ 
panding the existing metals division 
at Navsari. The expansion, expected 
t<» be completed over the next three 
years, will cost about Rs 3.60 crores. 
While a substantial portion of this 
outlay is intended to be fbtanced 
through internal generation of funds, 
it will be necessary to raise the bal- 
anrt' partly through additional share 
capital and partly through long-term 
loans. A suitable financing plan is 
being consideired by the Board. Mean¬ 
while, with a view to providing funds 
tor starting ixinstruction at the site, it 
has Ix'en decider! to make U 'rights’ 
issue of equity shares at par on a one- 
for-five basis which would yield Rs 21 
lakhs. Proixisals lelatiiig to the balance 
ol the funds to lie raised for the expan¬ 
sion will be placed before the share¬ 
holders over the next few months. 
Steps have already been taken to fina¬ 
lise orders with machinery suppliers in 
India for certain items of equipment 
costing about Rs one crore. During 
1970, new plant and machinery of Rs 
38 lakhs was installed at Ahmedabad 
and Navsari. Further orders have been 


only of the big units in the organised 
sector but also of small manufacturers In 
the decentralised sector. 

Prospects of ample supplies of mutton 
tallow have not only led to a substantial 
decline in the price of mutton tallow 
in Bombay from around Rs 4,600 to Rs 
3,600 per tonne over the past one month 
but there has also been a steep fall in 
the prices of rice bran oil (from Rs 3,900 
to Rs 2,000) and of mahuva oil (from Rs 
5,400 to Rs 4,000). Groundnut oil prices 
have hardened recently — from around 
Rs 4,000 to Rs 4,200 — on renewed 
buying by vanaspati manufacturers. The 
buying has been based mainly on ideas 
of a sizeable cut in the use of soyabean 
oil for the coming fortnight. The sup¬ 
ply of soyabean oil is plentiful but its 
use is expected to be reduced with a 
view to avoiding a reduction in vanas¬ 
pati prices which is otherwise justified 
by the decline in groundnut oil prices in 
the preceding fortnight. 


placed for machinery worth Rs 6 lakhs 
after the close of the year. 

In spite of sharp rises in the price 
of cotton and dearness allowance and 
the scarcity of raw materials experi¬ 
enced during the latter half of the 
year in respect of the metals division, 
Ahmedabad Advance has turned out 
good results for 1970, with increases 
in sales and earnings. This was due 
mainly to the improvement in the tone 
of the cloth market, both in realisa¬ 
tion and offtake. Commenting on the 
prospects of the textile industry in 
the current year, Naval H Tata, chair¬ 
man, says these will depend largely 
upon the prices of cotton and Govern¬ 
ment policies, particularly with regard 
to controlled cloth oUigation. He has 
(beaded Imports of polyester fibre in 
times of cotton shortage. Sudi a mea¬ 
sure, according to him, would bene¬ 
fit the country doubly by conserving 
cotton stocks and ent^Ung the indus¬ 
try to produce more of blended fabrics 
which are in demand not only in the 
export msirfcets tMit also within the 
country. 

CEAT TYRES OF INDIA’S expansion 
of its automotive tyre jdant to 6:S lakh 


units, delayed on account cw k 4^onff> 
strike last year, is expected to be 'tJOin- ’ 
pleted by the end year. ITie ' 

company is setting up' a lileyde 
plant at Nasik for which t^ets for 
imported machinery have been pikced. 
Initial production is expected to com¬ 
mence during the .second half of 197^ 
The prolonged strike is blamed on the 
"instigation and obduracy of a hondRd 
of militant workers". The r^ott says 
that a new agreennent has been arrived 
at with the Union for the period npto 
the end of 1973. The revisions In wages, 
dearness allowance and certain other 
benefits agreed to by the management 
are likely to increase the wage bill by 
about .37 per cent. Renewal of tlw 
technical a.ssistance agreement with 
collaborators from June 1968 to end of 
May 1974 has still not been approved 
by the Central government. The com¬ 
pany has not been able to reimburse 
its collaborators the expenses Incurred 
by them on behalf of the company, al¬ 
though they continue to place at its 
disposal the benefits of the latest tech¬ 
nological developments in the tjrre 
industry. Before and after the strike, 
the plant operated in excess of capaci¬ 
ty. As in the previous years, Ceat was 
able to sell its entire production. But 
the year’s results showed a 25 per cent 
drop in sales followed by a 55 per cent 
diminution in gross profit. The im- 
changed dividend, however, is still 
adequately covered. The fsJl in sales 
notwithstanding, exports were stepped 
up from Rs 54 lakhs to Rs 83 lakhs. 
The company has appointed sole selling 
agents for its products in UAR, Nige¬ 
ria, Indonesia, UK and Libya. 

STANDARD MILLS has received u 
‘letter of Intent’ for expanding its pre¬ 
sent manufacturing capacities by 
17,330 tonnes of caustic soda, 1^012 
tonne.s of chlorine and 5,000 tonnes ol 
hydrochloric acid. The first phase ol 
modernisation and renovation of the 
textile units has been completed. ’The 
company spent Rs 1,06 crores by way 
of additions and replacements of plant 
and machinery, buildings, etc, during 
1970. It has embarked on a large scale 
automation and modernisation pro¬ 
gramme, particularly in the weaving 
department, at an estimated cost of R* 
1.35 crores. This phase is expected to 
be completed by the end of next year. 
All the plants of the chemicals division 
worked satisfactorily and recorded 
higher production than last .yw. 
Caustic soda, caustic potash,. 
chloric add and chlorine -wero^ri^^ 
received’ in foreign ,motets, and the 
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^mpany established its primacy in the 
field of exports by effecting eigpoits 
directly and through merchant-ex¬ 
porters of the value of Rs 42 lakhs. 
Erection of the pilot plant for the 
manufacture of carbon tetra-chloride 
and chloroform set up in technical 
collaboration with the National Chemi¬ 
cals Laboratory, Poona, is nearing 
completion and is expected to be com¬ 
missioned shortly. Additions to and 
replacements of plant and machinery, 
building, etc, of the value of Rs 27 
lakhs took place in the chemicals 
division. During 1970, 1,09,163 .spind¬ 
les and 2,070 looms including 777 
automatic looms, were in operation. 
By responding efficiently to changes in 
consumer preferences, the textile divi¬ 
sion maintained a creditable sales per¬ 
formance as also better profitabibty. 
Commenting on the current year’s 
working, the directors say that the 
failure of cotton crop and “unprece¬ 
dented" rise in prices of the main cost- 
component arc expected to continue to 
hav<! an adverse impact on the profit 
margins of the industry in the current 
year. 

HKTiDlLLIA CHEMICALS expects to 


achieve stable production because, 
with the installation of the 22 KV 
feeder line by MSEB, there should 
be fewer power failures. Its turn¬ 
over, which increased 34 per cent 
in 1970, might have been higher still 
but for the restricted output of one of 
its major plants. Despite inadequate 
port facilities at Bombay for handling 
bulk hazardous chemicals, the company 
has been able to enter the export mar¬ 
ket in a modest way by shipping out 
its products in drums. It complains 
that pric<‘s of some of tlie basic raw 
materials have gone up following iii- 
crcasi' in naphtha prices. During 1970 
the comjiany kept about Rs 21 lakhs on 
.short-term dcpo.sit.s and, in 1969, Rs 22 
tukhs. The Boaid is seeking sharehold¬ 
ers’ approval to lend .suiqilus funds to 
joint stock comiianics and to give gua¬ 
rantees or piovidc securities for loans. 

BAYER INDIA’S chairman, B M Ghia, 
expects the favouiable trend in .sales 
and profits witnessed by his company 
in 1970 to further improve in the 
current year. The rubber chemicals 
division increased its sales in .spite of 
prolonged strikes and strained labour 
relations in the tyre industry. With the 


restoration of normal conditions, con¬ 
sumption of rubber and consequently of 
rubber chemicals will increase. The 
company received a ‘letter of intent’ 
not only to increase production of ex¬ 
isting products, but also to introduce 
some new ones which are at present 
being imported. However, there ate 
certain difficulties in accepting the 
conditions stipulated by government. 
The management will shortly discuss 
the matter with government. A “letter 
of intent’ is expected for setting up a 
plant for toluene di-isocyanate, the 
basic raw material fur the manufacture 
of polyurethanes. Polyurethanes, say.s 
Ghia. li.ive a broad use, the most im¬ 
portant being Motopren flexible foam 
with its numerous applications, for ex¬ 
ample, as mattres.se.s, seats, cushioning 
material, lining for clothes and pack¬ 
aging material. In the form of rigid 
loam, they are used for insulation in 
icfrigerators, deep freezers, buildings 
and wagons. .Semi-rigid foam finds 
application in the automobile industry 
as crash pads, arm rests, sun visors, 
etc. Polyurethanes arc also used as 
coatings and may he used for several 
other purposes which may he develop¬ 
ed in the country In the future. 


The Week’s Companies 




(Rs in lakhs) 


Ahmcdahacl 

Ceal Tyres 

Standard 

licrdillia 


Advance 


Mills 

Chemicals 



Latest Year 

Last Year 

Latest 

Year Last Year Latest lear 

Last Year Latest Year Last Year 


31-12-70 

31-12-69 

.31-12-' 

70 31-12-69 

31-12-70 

31-12-69 

31-12-70 

31-12-69 

Paid-up capital 

115 

115 

304 

304 

188 

188 

490 

490 

Reserves 

1.36 

103 

304 

292 

711 

567 

43 

43 

Borrowings 

331 

334 

436 

151 

992 

1147 

689 

8.37 

of which Term borrowings 

180 

164 

144 

4 

605 

605 

615 

693 

Cross fixed assets 

584 

554 

502 

465 

200.3 

1876 

1228 

1218 

Net fixed assets 

316 

318 

394 

215 

1035 

10.59 

926 

1026 

Investments 

9 

8 

— 

— 

93 

92 

— 


Current liabilities 

153 

104 

303 

249 

236 

163 

81 

113 

Current assets 

411 

329 

952 

780 

978 

897 

2.58 

274 

Stocks 

212 

194 

447 

.379 

555 

561 

69 

81 

Book debts 

168 

109 

.326 

279 

397 

304 

119 

121 

Net sales 

827 

692 

1214 

1602 

2438 

2201 

737 

550 

Other income 

9 

6 

27 

15 

31 

21 

.5 

3 

Raw material costs 

331 

384 

829 

1076 

889 

749 

.335 

243 

Wages 

179 

162 

1.30 

111 

416 

389 

38 

39 

Interest 

29 

30 

21 

12 

79 

84 

59 

71 

Cross profit(-i-)/loss(—) 

93 

56 

118 

260 

379 

328 

167 

73 

Depreciation provision 

34 

32 

32 

39 

153 

141 

104 

104 

Tax provision 

16 

— 

41 

115 

38 

— 

— 

— 

Net proflt(-f )/loss(—) 
Development rebate provision 

43 

20 

24 

24 

45 

5 

106 

4 

188 

24 

187 

21 

6.3 

—31 

Transfer to reserves 

Dividend 

10 

— 

7 

69 

33 

114 

50 

121 

— 

— 

Amount 

13 

10 

33 

45 


- 

Rate (per cent) 

12 

9 

11 

11 

P 5.72 

E 28 

P5.72 

E 25 

— 

— 

Cover (times) 

1.77 

— 

1.21 

3.09 

3.28 

3.68 

— 

— 

Ratios (per cent) 

Gross profit/aales 

11.24 

8.09 

9.72 

16.23 

15.54 

14.90 

22.65 

13.27 

Net profit/capital employed 
Inventories/sales 

7.39 

4.34 

4.31 

14.19 

9.94 

9.83 

5.15 


25.83 

28.03 

36.82 

23.65 

22.76 

25.48 

9..3e 

14.73 

Waget/salea 

21.64 

23.41 

10.71 

6.92 

17.06 

17.67 

5.29 

7.09 
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CAPITAL VIEW 


Crisis in the East 

Romesh Thapar 


APPARENTLY, or so Islamabad thinks, 
it’s all going according to plan. The 
plan was to carry out an organised 
slaughter in East Bengal, to chop off 
the thinking head from the emaciated 
body. Then, to terrorise the towns into 
submission, to spark a gigantic move¬ 
ment of evacuees towards the Indian 
border. And, finally, by disrupting East 
India with millions of uprooted, to 
engineer riots and so make Pakistan's 
crisi.s a crisis of India. 

The plan was not secret. We were 
unbelieving because of the brutality 
inherent in it. As it unfolded, “the 
system" in Delhi revealed its incapa¬ 
city to react. 

Wo have passed through many ra¬ 
pid phases in the Capital’s action-re¬ 
action atmosphere of the past six 
weeks, during which Bangla Desh has 
risen to challenge the tyranny of Pakis¬ 
tan. Not so many days ago, a certain 
understanding was crystallising as to 
India's role and responsibility. Inter¬ 
nationally, too, opinion-forming ele¬ 
ments were beginning to see the emp¬ 
tiness of the plea that happenings in 
East Bengal are “an internal affair’’ 
of Pakistan. 

If India is disrupted in the Eu-st by 
the willful Pakistani genocide in Bangla 
Desh, does she not have the right to 
act? A questioning carrying many 
ramifications, dangers, and warnings, 
but a questioning nevertheless. 

However, the dreary incompetence 
and slow-wittedness of the decision¬ 
making and implementation process 
robbed us of the opportunity to take 
up vantage points. Looking back, cool 
ness was casualness, not the mood ol 
calculated action. The diplomatic front 


too faltered and confined itself largely 
to pushing notes to governments and 
officials. Not a single ‘‘ally’’ in the 
non-aligned world backed our positions 
—except Yugoslavia. Even the Soviet 
Union played the opportunist. As for 
the Arabs, not even a stir. 

At the moment, when the Pakistani 
military machine is in almost total 
command of the big towns and small 
towns—the depopulated urban centres 
of Bangla Desh—and when the world’s 
Press is being mobilised by Islamabad 
to demonstrate the myth of “norma¬ 
lity” in the East, our master-minds are 
busy scoring silly debating points in 
diplomatic notes over the exchange of 
personnel between the High Commis¬ 
sions in Dacca and Calcutta. 

In this state of unreality, it is only 
natural that credibility about Govern¬ 
ment’s efforts to end the trauma in 
East Bengal has again plummetted. 
Idle discussion now centres on the 
changes in the style, of the struggle 
and how these changes will transform 
the leadership—make it “Maoist”. 
There is now no faith among the peo¬ 
ple of Bengal in Indira Gandhi’s assur¬ 
ances—a sad and significant pointer for 
East India. The price will have to be 
paid sooner or later. 

Something of the crisis has been 
recognised. The alacrity with which 
finishing touches are being given to a 
preventive detention ordinance, lo be 
issued before Parliament meets, is a 
sign of the times. The Press tells us 
that the ordinance is designed for 
Pakistani agent-provocatcurs, but the 
reporters who peddle these stories are 
tongue-in-cheek. 

A lot of tou^ness will be needed 


to solve the crises in the East: mis¬ 
management could spark new crises. 
No risks can be taken. Hence pre¬ 
ventive detention. The logic is f a m i li a r . 

Take a look at the dimensions. It 
would be foolhardy to imagine that 
there is still a place for the 10 million 
Hindus in East Bengal. They will be 
flushed out by the Pakistani miliUry 
from the towns. A fair portion will 
remain in the rural areas, but the trek 
to the borders of India will continue. 

It would not be an exaggeration to 
expect a permanent immigration of 
some two to three helpless millions. 
Imagine the impact on the tense situa¬ 
tion in West Bengal, Assam and the 
Hill States. Indeed, we should be mov¬ 
ing on a top priority basis to cope 
with this problem of refugees, both at 
the internal and international level. 
The organisation entrusted with this 
task has yet to be announced. 

Yes, a deep confusion prevails. Even 
those who indulged in the calculation 
that Bangla Desh should be left well 
alone so that Pakistan could go on 
bleeding slowly, are confused. The 
truth of the matter Is that we have 
yet to understand that the critical 
developments in South Asia—in Pakis¬ 
tan, in Ceylon, and elsewhere—cannot 
but have a direct bearing on India, a 
major power in the region. We con¬ 
tinue to react as if this were the colo¬ 
nial age and the levers were mani¬ 
pulated elsewhere. We forget that our 
actions, properly and skilfully con¬ 
ceived, can compel a symphony of 
response in our support and interest. 

And, so, we are back to base. We’ve 
inherited a major crisis in the Bast— 
and its shadows will lengthen. May 
be, Yahya may fall from power to 
wash away Pakistan’s blood r guilt. 
Then, a second chance to salvage a 
situation. May be. May 3 
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new DELHI 

New Planning Set-Up 


TIIE much-awaited completion of 
Ministry-making at the Centre has at 
last been accomplished. Though the 
expansion of the Union Council of Min¬ 
isters by as many as 18 new members, 
largely at junior levels, may still be only 
a second instalment of Mini.stry-making 
and further changes may be made 
later, a fair measure of permanency 
appear.s to have been imparted — so 
that the Council of Mini.stcrs as a 
whole and individual Ministers can at¬ 
tend to their work. 

The most important development in 
Ministry-making has been the appoint¬ 
ment of C Subramaniam as Planning 
Minister to be assisted by a Minister of 
State. Mohan Dharia. The induction of 
U S Dik.shit as a Cabinet Minister is 
more in the nature of recognition of his 
important role in assisting the Prime 
Minister in her political and party work 
and its signiheance for the work of the 
government and the administration will 
be limited. 

No Reshuffle 

Contrary to earlier speculation about 
leshiiffle of portfolios of senior minist¬ 
ers, no one has actually been disturbed 
from his existing charge. Only Mohan 
Kumaiamangalam has been given 
charge of the Mines portfolio, in addi¬ 
tion to steel and heavy engineering. 
This rr-stores the position which was 
created for this Ministry when C Sub- 
rainanjam headed it and turns it into 
a huge sprawling responsibility under 
the direction of a single Cabinet Min¬ 
ister. 

At the Ministers of State level, the 
introduction of new faces and reshulfle 
of portfolios has been more wide-rang¬ 
ing. The anomalous position of the 
Chemicals, Mines and Metals Ministry 
after Triguria Sen’s exit Irom the 
Cabinet has been ended. No Presiden¬ 
tial Order defining the functions and 
responsibilities of the two Ministers of 
State left in the Ministry, D H Chavan 
and Nitiraj Singh, had been issued. For¬ 
tunately, they agreed between themsel¬ 
ves t6 stick to the work division made 
for them by the outgoing Cabinet Min¬ 
ister and no friction was allowed to de¬ 
velop. Nevertheless, they faced a very 
uncertain situation and were not in a 


position to do anything more than nm- 
tine work. Now both have been re- 
inoved from the Ministry and given 
other charges, while the Ministry itself 
has been reorganised by detaching 
Mines from it and transferring it to the 
Steel Ministry. It is still not clear whe¬ 
ther this means that the entire Mines 
and Metals Department will go to Ku- 
niaruniangalam. The reorganised Chemi¬ 
cals Ministry has been plac’cd in inde¬ 
pendent charge of a Minister of State, 
P C Sethi, who was till now Minister 
of State lor Defence Production. This 
is an onerous respon.sibility for P C 
Sethi even though he has long experi¬ 
ence 111 government as a junior min¬ 
ister. 

As said earlier, (he cre.ition of a full 
fledgeil Planning Ministry is the most 
important one of the recent ministerial 
changes. Till now the planning portfo¬ 
lio in the Union Government was a mi¬ 
nor, inconsequential one, and the Min¬ 
ister in charge ol it was mainly expe.ct- 
ed to assist the Prime Ministei in par¬ 
liamentary work relating to the Plan 
and Planning Commission. What is in 
the oiling now is a full-fledged planning 
rlepartnient of the Government with a 
Cabinet Minisfi'r and a Minister of Stale 
under him together with a full-time 
Seeietary who will also be the c\-offi- 
cio Secietaiy ol the Planning Gonimis- 
sion, just as the Minister will be ex- 
officio Deputy Chairman of tlie Com¬ 
mission and the Minister of State its 
Member. 

It is in the context of the creation of 
such a department of planning that it 
has been siiggesteil that some of the 
departments and organisations at pre¬ 
sent undiT the administrative charge of 
other Ministries or of the Prime Min- 


AN English visitor wrote once of 
Madras “... less a City than a vast 
garden where houses happen”. That 
was about half a century ago. Since 
then the pressures of population and 
progress have tended to crowd out 
the garden. Even so, Madras retains 
a green and gracious charm given to few 
large cities. Unfortunately, there are 


istcr through the Cabinet Secretariat 
.should be placed under the charge of 
the new Ministry of Planning. The Cen¬ 
tral Statistical Organisation (now taken 
care of by the Cabinet Secretariat), the 
Council of Scientific and Industrial Re¬ 
search (now under the administrative 
charge of the Education Ministry), the 
Manpower Directorate and the Employ¬ 
ment Commissioner and such other or¬ 
ganisations aie expected to be assem¬ 
bled together in the Planning Ministry. 
The Planning Commission will natural¬ 
ly he under the Ministiy- and the emer¬ 
ging set-up of the Ministry suggests 
that the Cominissiun will be inevitably 
dovnigraded to the position of one of 
the many organisations under the 
charge of the Ministry. 

Ceased to Exist 

111 this context it is understandable 
that the Planning Minister, C Subramu- 
niam, who left on a foreign tour im- 
inediatelv after assumption of office, 
should have said that the appointment 
of members of the Planning Commis¬ 
sion was his prerogative. The Planning 
Coinmissicm, as we have known it since 
i(s birth ill the early filties, may be 
said to have ceased to exist. A very 
different ts'pe of institution, .something 
in the iiatiiie of an advisory body to a 
Ministry of the Government, is what 
appeals to be eiiiergmg. One may draw 
a parallel with the Agricultural Prices 
Commission undei the Union Food and 
Agiieultiiral Miiiistiy, now named as the 
MiiiLstiv of Agriculture. 

In the light of the new pattern being 
set for the Pluiimng Commission, it may 
appeal pointless for the Prime Minister 
to remain the Chairman of the Com- 
inis-sioii. This aiguinent is understood 
to have been already pul forward and 
there is eveiy reason to believe that it 
will gather stiengfh and be pushed 
thioiigh. 


some who fail to recognise in this the 
rare asset that it is and seem to view 
it only as evidence of stagnation and a 
certain lack of stature. And so, spora* 
dically, a very literal version of one- 
upmanship is played, by those who be¬ 
lieve that Madras should have the true 
metropolitan stamp. A few tall, multi¬ 
storeyed buildings have shot up In die 
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city, looking incongruous and serving 
no special purpose. The “tower blocs” 
of the City Improvement Trust are not 
popular and the UC building on Mount 
Road, claimed to have a high rank 
among the tall buildings of the land, 
only succeeds in sticking out like a 
sore thumb in any view of the city. 

However, these essays in high living 
pale into insignificance besides the lat¬ 
est building project proposed foi 
Madras—a 65-storeyed, 820-feet high 
structure to come up in the joint-sec¬ 
tor, doubtless with the State Govern¬ 
ment playing an important role. Des¬ 
cribed as a “multi-purpose sky scra¬ 
per", this building—which, it is said, 
would be the tallest in South-East Asia 
—would house, along with government 
and business offices, air terminals for 
Air-India and Indian Airlines, a 
huge department store and a revolving 
restaurant, complete with cocktail 
lounge, on the top floor. There is a 
functional aspect, loo. The tower 
structure would also carry aerials, 
“above all obstructions”, and facilitate 
ladio-transmission—an area slightly too 
technical for lay understanding. 

The site chosen for this architectu 
ral achievement-to-be is th* Marina. 
The instant reaction of one who knows 
Madras would be that this would 
surely ruin the city’s famed beach. 
But the process of ruin of liiat magni¬ 
ficent stretch has been going on lor 
quite some time. It started with an 
ugly and unnecessary fountain and 
gathered pace with the construction of 
the monstrous new office buildings, 
quite out of tune with the architectu¬ 
ral style of the older buildings. Then 
came the rash of “Tamil*’ statues and, 
later still, the very odd structure ihat 
is the samadhi of Anna. 

This, of course, is an aesthetic value 
jud|ment and, as such, not an objec¬ 
tive criterion for assessing the true 
merits of the project. The cost in¬ 
volved could be a more valid consi¬ 
deration here. That is estimated, mod¬ 
estly, at Rs 14 crores. Where is this 
to come from? That, according to 
those finalising the scheme, will not 
bo a problem since many foreign col¬ 
laborators have evinced interest. But 
then foreign collaboration is not for 
free. Rather, it involves a cost, and 
that higher than the mere conversion 
of the outlay into rupee terms. 

Just the other day Chief Minister 
Karunanidhi anounced a plan to shift 
the official residence of the Tamil Nadu 
Governor from its present locale In a 
secluded estate to a house closer to 
“the people". That this would coincide 
with the entry of a new Governor may 


be accidental—except perhaps to the 
extent that one does not miss what one 
has never enjoyed. What is more rele¬ 
vant is that the houhe now considered 
for gubernatorial residence is actually 
no more in the people’s midst than 
the old historic one. It is in a select, 
residential area; but it is smaller and 
simpler and has the advantage of being 
more visible to the passer-by. 

The new multii-storeyed building 
loo would be clearly visible and from 
quite long distances. But one would 
doubt if access to some portion at least 

NEPAL 

By Armed 

B P KOIRALA has emerged an out 
spoken critic of King Mahendra in 
Nepal. He has gone to the extent of 
calling the King an autocrat. Arrested 
and jailed—along with must leaders of 
the Nepali Congress—after his govern¬ 
ment was dissolved on the evening of 
December 15, 1960, Koirala spent eight 
long years in prison. He was released 
only on account of his prolonged ill¬ 
ness. It must have seemed that, after 
eight years of confinement and in 
broken health, Koirala would not sur- 
tace politically again, especially since 
the King had meanwhile consolidaled 
his hold via the pseudo-democratic 
panchayat system whereby the reins of 
power remained firmly in royal hand.s. 

When Koirala appeared among the 
Gorkhali population of metropolitan 
Bombay at Santa Cruz airport beside 
Government of India officials to wel¬ 
come the King returning to Nepal from 
Europe, where he had been for a medi¬ 
cal check-up following a serious heart 
attack, it seemed conclusive proof ot 
the Nepali leader’s changed stand on 
King Mahendra’s dynastic rule of 
Nepal. If at all he returned to politics. 
It seemed, it would lie to refurbish 
the King’s democratic credentials. The 
King, too, though he normally keeps 
his distance from people he does not 
favour, had gone out of the way to 
single out his ex-prime minister from 
among the crowd. He had inquired 
about his health and had wanted to 
know if he Could do something for his 
medical treatment. 

But subsequent events were to 
prove that the exchange of courtesies 
had not flowered into any other ar¬ 
rangement; and both the King and the 
rebel Nepal Congress leader were to 
go back to maintaining their mutual 
distance. In an interview to Kalpana, 
a Nepali magazine published from 


of its posh interior would be much 
easier to the common man than gain¬ 
ing admission into the more humble 
government house. How many, for in¬ 
stance, would really be allowed into to 
the revolving restaurant? But perhaps 
that will not matter. The people would 
surely derive pleasure and pride from 
their building—which doubtless would 
be given an authentic Tamil name—and 
the chance it would give them to look 
down, not merely on the rest of the 
country but on all of South-East Asia 
as well. 


Struggle ? 

Koirala’s home-town, Biratnagar, the 
lormer Nepalese prime minister said 
that he did not expect anything subs¬ 
tantial from the panchayat system. This 
was too much for the King to stomach. 
It was even rumoured that the abrupt 
end to the liberalisation policy, initiat¬ 
ed by the then Prime Minister Surya 
Bahadur Thapa, had something to do 
with Koirala's outspoken interview 
with Kalpana. 

Nor did Koirala stop there. He 
went on to categorically express his 
belief in armed struggle, describing tbe 
present Nepalese regime as an auto¬ 
cracy under which there was no fiec- 
dom either for individuals or for par¬ 
ties who may choose to differ from 
the King. In his Rajghat speech at 
Vaianasi in 1969 he branded the King 
a “dictator”. That was more than 
sufficient to make Koirala persona non 
grata in Nepal. Koirala’s outspokenness 
put him at a point of no return as 
far as the King was concerned. Indeed, 
mediation efforts made by the former 
deputy prime minister. General Subarna 
Shumser, fell flat, and even resulted 
in a division of the outlawed Nepali 
Congress itself into two camps—one 
led by Koirala, which believed that 
armed struggle was essential to end 
the “autocratic rule of the King” and 
to introduce democracy in the king¬ 
dom, and the other led by Subarna 
Shumser which argued that through 
the right approach the monarch could 
be persuaded to introduce democratic 
institutions and that Nepal needed such 
gradual transition to democracy. 

It is interesting that Koirala has 
not been opposed to monarchy from 
the beginning. When asked to clarify 
his stand on the role of tbe monarchy 
in Nepal, Koirala said recently that 
he had been a believer in constitu- 
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'tional monarchy but that the “King’s 
dictatorial policy and his reluctance to 
transfer power to the people are prov¬ 
ing a great hindrance to the evolution 
of constitutional monarchy in Nepal. 
After all, the King has to play his 
part honestly for the success of con¬ 
stitutional monarchy. Then there is 
another question connected with this 
issue, viz, the question of sovereignty. 
I am a believer in the principle of 
popular sovereignty. The principle of 
kingship must be subordinated to the 
principle of sovereignly of the people.*’ 
Koirala was saying, in effect, that the 
King was not prepared to accept the 
principle of sovereignty of the people 
—hence the sham of the present pan- 
chayat system and his own “direct 
conflict with the King’’. Yet what 
prospects are there for the actualising 
of such outspoken opposition? When 


liitions adopted bv I’arliament and other 
.uigii'it bodies in India and the shrill 
propaganda liy Puki.stan about Indian 
.lid to Bangla Desh freedom fighteis. 
the motives guiding the Indian Coveni- 
inent and other interests in India re¬ 
garding Bangla Desh are very far troin 
pure disinterested humanitarianism. I can 
verify from my personal experience in 
Bangl.i Devil during the first we<‘k ol 
April — the most crucial peiiod for the 
freedom fightiTs -- that the liberation 
forces had to flepend sole!>' on their own 
limited resources at the initial stage to 
M si.st the iJowcrfiilly eijiiipped Pakistan 
army. Then' weic instances when a 
few sticks of dynamite could have 
blown up ,1 bridge and halted the rush 
of the Pakistani soldiers. The absence 
o( a jeep or a truck delaved the arri¬ 
val of reinloreements of freedom fight¬ 
ers at the crucial moment at some other 
Iront. Lack of petiol in some areas im¬ 
mobilised whatever transport the libera¬ 
tion forces managed to gel together. 

An Awami Ix'ague leader told me 
later how he went from door to dooi 
of Congress. Bangla Congress and other 
imlitical leaders in Calcutta towards the 
end of March to heg for a jeep to take 
relief material to his boys fighting in 
Bangla Desh. The advice he got from the 
West Bengal ministers was that his pco- 
pk' should first set up a committee to 
be eligible for any aid. He was tohl 
that the Government could not' help 
anyone who came from Bangla Desh; 


a^ed to comment on rite general be¬ 
lief of the establishment in Nepal 
that, for his envisaged armed struggle, 
Koirala has joined hands with the 
communists, Koirala was emphatic that 
the allegation was false. There were 
two kinds of communists, he said, 
pseudo-comniiiiiist.s and foreign agents in 
his country, with whom there cannot be 
any understanding; if there are com¬ 
munists who are anti-dictatorship and 
are nationalists—and there are quite 
a few in the kingdom, Koirala feels,— 
then he was willing to co-operate with 
them, provided they accept the demo¬ 
cratic system of government. “In a 
multi-party system”, he said, “I am 
prepared to have them as my rivals”. 
But both the multi-party system and 
the proffered challenge seem a far cry 
in Nepal tod-ay. Koirala himself look¬ 
ed pale and sick. 


Banerjce 

fheii' hail to In- ‘‘lespoiiMhlc and le- 
liahle icpieseiitalives” to riaiiu such 
help. I''in;ill\. some eilterpi isiilg \ouiu; 
men from a feu loealitie.s in C.ilciill.i 
got togethei and hiied a jei'i) loi him 
\tdule our fiovcriiineiit waiteil lor the 
emeigenee ol iinmiiitlees consisting ol 
“reliable” Au.mii League nieiiibers. tbe 
I’.akistaii aiiin m.maged to dis))erst one 
by one almost ,ill the outposts ol lesist- 
aiice and reached the Induin border in 
Jessoie, Khulna. Dinajpoie, Raiigpin 

and other areas. /M this final stage, the 
inoclamation ol the Bangla Desh Bc- 
iniblie was made on April 17 in Kiish- 
fhia, a leu iiiilcs auaj fioni India. The 
next da\, the Paki.taii aims overiaii 
the area and oiciijiied the place wheie 
the aiinouiu'cuieiit w.is in;idc, thus ovei- 
throwiiig the Iasi he.ud(piailers ol the 

.Awami League in Ilaiigla De.sh. 

Although Dili Covernment has not 
\'<'t recognised the Bangla Desh Gov- 
einment. .some (aiilities in the shape ol 
finunei.il aiil and medical relief havi 

started poniing in now. Had this been 
done eailier. tbe liageely could have 

been li'SseiK'd t i a gieat extent, even 
though the ireei'.oui lighters would have 
had to rely nianiK on their own effoits 
in the war of i<'sist.iiiee 

One wonders. Iheiefoie. whether oiii 
Ciovemment i' waiting to ensure thi' 
cnibhing of the niieleiis ol the Bangla 
Desh armed resistance. — the EPB, 
EBB, Ansars. Miijahids ami students, 
the annihilation ol the active militant 
.Awami League an<l other Leftist work¬ 


ers, the destruction of factories, mills 
and the entire economy of East Bengal, 
and the complete demoralTsalion of the 
people, before deciding to help. Does 
It want to bring dowm the Awami 
League, if it has not already done so, 
to a state of abject dependence on 
India, .so th.it in future the Awami Lea¬ 
gue Government would be reduced to 
a pup]iet ol India? 

Ni w' Koiim or Rkm.stance 

But the resistanee is taking a new 
shape in Baugla Desh. Instead of de¬ 
pending on conventional heavy arms 
and on loieigii ,uil and thinking of win¬ 
ning the wai by direct confrontation, 
thi' fighters a'c turning the war into a 
piotiaeted giieiilla struggle. The Pak¬ 
istan army is lealismg that overrunning 
the towTis and outlying areas will not 
help it to keep the entire country under 
its oeeiipatiim Me;uiwhile, its scorched 
earth jioliey lu Bangla Desh has already 
begun to affect the economy of West 
Pakistan. The stoppage of supply of raw 
materials has led to the closure of facto¬ 
ries and retrenchment in the West. The 
high cost ol conducting the war from 
I’indi is al.so affecting the country’s eco- 
nom\, 

In thi- aliseiice oi ;uiy facc-saving de¬ 
vice to slop the war in Bangla Desh, 
I'akistaii may lie templed to precipitate 
.1 wai with India and inteiuationalise 
the issue. Iiidging by the increasing 
e.tses of shelling ol Indian village.s near 
the border by P.ikislan foiees and their 
dieire to involve oiir Border Security 
I'orce m skirinisbes, it appears that 
Piikistan IS provoking India to start a 
war. I’akist.ui's pioliahle calculation is 
that a w.u with India would not go on 
iiidellnitelv and the intervention of tbe 
super iiowers would leail to a second 
Tu.shks'nt, wbeie tlie ipiestion of Bangla 
Desh iiiigbl be settled by negotiation. 
Also, 111 the event of an Indo-Pak war, 
the wai of independenci' in Bangla 
Desh would leeede into the background. 
It would be diifieiilt for the freedom 
figbteis 111 retail! the independent cha¬ 
racter ol tbeii struggle and prevent the 
emergenee ol a government subservient 
to India. 

Although s„ine hotheaded politicians 
111 India uie clamouring for such a war, 
the majority of dilTen'nt interest groups 
lavoni gradual indirect aid by India on 
.1 selective basis to reliable persons, 
iiiairiK Awami Leaguers and other such 
(antrist elements among the freedom 
fighteis. They also seem to prefer the 
idea of the re.sistance being conducted 
by the EPR, EBB and professionally 


Many Fingers in the Pie 

Sumanta 

N'OTWITIbSTANDING the pious reso- 
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trained paid soldiers to the idea rrf a 
Kiierilla itiovenient hy armed peasants 
and volnntf'ers. They fear that aims 
in the hands of the peusanliv led hv 
the politically committed Leftists mittl't 
lead to the formation of a Leftist CIov- 
|•|■nmeIlt, which mii^Iit not he favom- 
ably inclined tovsaiils Indi.i. 

The attitude ol vaiions H'onps in our 
eountiy is inotiv.ited pinnaiilv hy their 
respective interests. In I’linjah for in 
stance, llhanat .Siiu'li, Minister for So¬ 
cial Wcllaie said in a statement: ‘T 

leel India slioiild move cJiitionsly while 
denliiifj with this ilelieate issue since 
broadly it is rakistiin's internal affan. 
We, 1‘unjahis, \iant to maintain peace 
and tiaiu|nillit> on our borders with 
Pakistan as then- aie verv many com- 
iiion thiiiKs ainonirst I’nnjahis ssho aie 
living on this side oi on the other side 
of the bordei" (Stirtr.Miitiii, April 3). 

Hnsiness interests <at?ei for short¬ 
term gams favour a lontiniiatioii ot the 
present state of allairs in Ifangla Desli. 
.Smuggling ol law jnte into India Ironi 
Hangla Desh is incr<-asing and the 
Indian jute indnsliialists, plagued all 
these yeais hs- the instability of raw 
jnte snppis. nevei had it so good. 'I'hey 
are looking loissaul to increased jnte 
giKids piodinlion. The collap.se of East 
Bengal )nte goods e.spoits holds out 
the prospect ot Inghei piolils lor Indian 
mdustiiahsts in the ssorld market 
They, hossevei. ignoic the possibility 
ol loieign bnyeis shiltnig to svntheties 
in the face ol expensive pite goods. 

Imiun lloei's Ol r..MN.s 

Advocates ol long-leini interests 
want to bide their time The Pakistan 
aims has destiosed the indiistiies in 
Hangla Divsh It ssill take years to re¬ 
build them. In the absence ol West 
Pakistan caintal in a Intnie independent 
Bangla Desh, Indian inveslois waiting 
in the wings expect to lill the capital 
gap 'Ibis section pins its hopes on the 
eineigence ol an Awuim Leagn*' (',ov- 
ernnient de))ending on India for its de- 
velopnn'iit piogiamine. It hopes to nio- 
noiiolise the entire export imiiket of 
Bangla Dish. .'\|sait Iroin law jnte, it 
also expects a elu-aii snp|)K ol tobacco 
leal. Some sin.ill indnsliialists of West 
Bengal aie a1ie<id.\ dieammg of itnpiov- 
ing icc and cold stoiage mdiistiies in 
anticipution ol huge expoits of fish lioni 
Bangla Di'sh aftei the wai is ovei. On 
the import side, this section envisages 
that coal Iroiii West Bengal would find 
a good inaikel m Bangla IX'sh foi 
jiowei reijiiirr'iiu'iits In industrial rede¬ 
velopment jilans. It also htipes that the 
handloom nidnstiy of Bangla Desh 


\Miuld depend on imported Indian yam. 
.All these different interests cherishing 
di earns of investment and profits, how- 
i ver, ignore the possibility that a peo¬ 
ple winning independence through 
bloodshed would not be in a mood to 
replace West Pakistan capitalists with 
West Bengal or Indian capitalists. 

On the political front, the Con- 
grc.ss(H), Bangla Congress .and other 
such Centrist parties are naturally seek¬ 
ing to mould tb<‘ .Awami League in ai'- 
corilance with their own tiesigns bv 
agreeing to aid their ovsii hand-picked 
men in the Awami League. This at¬ 
titude influences the Central Govern¬ 
ment’s policies. 

The CIT(M) is expecting to find its 
coiinterpait in Bangla Desh in the Na¬ 
tional Aw.-iini Party of Maulana Bha- 
sh.nii. The CPI is helping the Moscow- 
oiiented Piirba P.rkistan Conmuinist 
party. The Bhashani-led NAP wants to 
build lip a united national liberation 
front of all the fighting forces inchid- 
ing the Awami League. It has aei'epf- 
ed Mujibiii Rahman as a national 
leader. But the various pulls — Soviet. 
Indian and Cliincse — dividing the 
fighting lorces in Bangla De.sh. are 
making it diflieiilt for the vaiioiis 
groups to respomi to Maulana Bhashani's 
call. One of tlw leading members of 
Bhashani’.s ji.irtv whom I met during 
my visit to Bangla Desh requested me 
with folded hands "Please ask yoiii 
poliliiians not to meddle in oiii inter¬ 
nal politics". 

The CPI(ML) is in a fix. Some splin 
ter Bangla Desh Naxalitc groups claim¬ 
ing allegiance to Mao, are fighting by 
the side of the other liberation forces. 
The official Maoist jiarty, known as tlie 
Communist Paity (Marxi.st-Lcninist) and 
headed by Mohammad 'I'oha, desciibes 
Miqibui Rahman as pro-imperi,alist and 
anti-Chine.se. But to lx‘ fair, this has 
not yet led Toha to sid(‘ with Yahya 
Kli.m and swear by Paki.staii's units 
and integrity as is being done by China. 
Tolu's volimteeis are actively fighting 
III some villages against the Pakistan 
;nm\. although they aie more keen to 
concentrate on sharpening idass con- 
niets in the rinal aieas by the annihila¬ 
tion of landlords. 

N.s XAia I i...s' Po.sii i( IN 

The CPI(ML) is torn between the 
stand ol China and the blatant b.aibai- 
isni perpetrated by the Pakistan anny. 
It interprets China’s stand as that of a 
noii-ixiinmitted ii.ation. Without dircct- 
1\' denouncing the liberation struggle, 
the CPl(ML) points out, quite corrett- 
l.\'. that the massi-s, particularly the 


pea.santry, have not yet been brought 
into the foltl of the resistance move¬ 
ment. It akso refers to a reported state¬ 
ment made by Mujibur Rahman to a 
foreign correspondent on the eve of the 
w’ar, that he w-as the only person W'ho 
eoiild save East Bengal from going 
(aimmunist. Suspicious ol India’s idol¬ 
ising of Mujib and of tlie glorification 
of the stiuggle made by the monopoly 
new.spupers of Iiulia, file CPI(ML) ap¬ 
prehends that India wants to set up a 
puppi't .mti-Chinese government head¬ 
ed by the .Awami League in Bangla 
Desh. 

The CIT(ML) stresses the need lor 
sell-depeiidenee in any national libeia- 
lion struggle and describes the Chinese 
levolufion as having been a .self-reliant 
one in contrast with the present strug¬ 
gle in B.iiigla I>-sb where the leaders 
are seeking India’s help. C^’IfMI,) ac¬ 
tivists ill Calcutta are fond of referring 
to a particiilai chapter in Lin Piao’s 
“Long I.ive the A^icfory of People’s 
Wai". entitled ’.Adhere to the Policy of 
.Self-Reliance’, as their tlieoretie.al justi¬ 
fication ior expecting the East Bengali 
freedom fighters to reject Indian help. 
Blit while as.seiting that a people’s war 
III an\ eouiilix will have to be waged 
In the iK'oplc tbem.selves and priiiidrily 
l)\ their own eifoits, l.in Piao has also 
said: "Duiing the War of Re,sistance 
against Japan, oui Party maintained 
that Cbma should lely mainly on hei 
own stienglli while at the same time 
trying to get as niiieh foreign assistance 
as possible. . . Oiii I’arty held that it 
was possible to exploit the contradic¬ 
tions between U.S-Biitish itnpen’ali.sm 
and Japanese imjierialism, hut that no 
1 chance could he placed on the for¬ 
mer’’. 

One is ajit to agree with the CPl(ML) 
ciiticism of the .Awami League leddci- 
ship, which has been trying to depend 
solely on Indian help to win the war, 
instead of mobilising the mas.ses and 
arming them. But it a more mass-haserl 
leadership ol the Bangla Desh libeiation 
war emerges and tries to "gi-t as much 
loreign assistanee as possible” by ex¬ 
ploiting the “contradictions between’’ 
the Indian and West Pakistani boiirge- 
nisie, would the CPI(ML) object? One 
should not expect the freedom fighters 
ol Bangla Desh today to regard the 
Indian lioiigeoisie — although it may 
he harliouring a sinister design of turn¬ 
ing Bangla Desh into a colony of their 
(iwm in some distant future — us theii 
main enemy at a moment when the 
mure ruthless Pakistan unny is plun¬ 
dering their homes and killing their 
l>eople. 
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Empire Building in Electronics 

Dipak B R Chaudhuri 


UNTII* recwitly, a Joint Secretary in 
the Department of Defence Supply 
assisted by the Defence Science Organi¬ 
sation and the Signal Corps of the army 
used to look after electronics. Elec¬ 
tronics was piolrahiy assigned to the 
Defence Ministry in the days when, 
besides the private and public sector, 
«'e used to have a Menon military sec¬ 
tor. Apart from the defence services, 
the Departments of Communications and 
Information and Broadcasting (I and 
B). now fortunately under the same 
cabinet minister, aic also major iiseis 
of electronics. 

During the leshulfling of cabinet 
portfolios, the Prime Minister decided 
tf> take away electronics fiom Defence 
but instead of handing it over to the 
Atomic Energs Commission (AEC) ns 
demanded h> .some, if v as made a se¬ 
parate department with a Joint Secretn- 
rv at its head and under supervision 
ot the Cabinet Secretary. The Cabinet 
S*;cr«’tariat already gets technical ad¬ 
vice from another set-up known as the 
loint Coinmuniiations-Electronics Com¬ 
mittee headed until recently bv 
Lt-Gencral Indei Dev Verma, the pre- 
M-nt Chairman ot the Institute of Tele¬ 
communications Engineers. The Cov- 
eniment has also appointed a Commit¬ 
tee of three Secretaries (.Atomic Energy, 
Communications and 1 and B) to consi¬ 
der all aspects of communications 
satellites and educational television. 

The television expansion projects ol 
the Department of Infonnation and 
Broadcasting, though curtailed by the 
Planning Commission, geneiatcd much 
hope both among electronics manufac¬ 
turers* and consumer goods advertisers 
alKiut the large-scale manufacture and 
sale of television sets in India. The 
Bombay TV (xmtre is due to start tele¬ 
casting by the end of 1972 and tins 
will create a big demand for locally- 
produced TV receivers in the ridativcly 
affluent Bombay-Poona region. The 
educational TV relay-by-satellite pnj- 
gramme will also create demand for 
receivers for public education. Besides 
the four parties who originally secured 
TV manufacturing licences based on 
technology developed at the CSIB labo¬ 
ratory at Pilani, a large number of 
established and rnushroom-groxs'th radio 
and electronics manufacturers have ap¬ 
plied for licences. 

The liberal grant of industrial licen¬ 
ces and letters ol intent in other sectors 
of industry led a number of these new 


applicants to hope that they vsould se¬ 
cure licences on the eve of the Lok 
Sabha elections b\- pleasing ministeis. 
Inten.se lobbying was carried on through¬ 
out last Januars-. There was an attempt 
to ban companies having equity partici¬ 
pation by foieigneis, even though the 
latter had promised free import of 
technology. The new applicants, includ¬ 
ing established manufacturers, also 
started propaganda against an important 
figure in the scientific and bureaucratic 
establishment close to the Prime Min¬ 
ister and uilh a tamily stake in the 
I'ltctronics business. 

This has meant that among the vari¬ 
ous electronics pioiects, the progress of 
television has been notably retarded by 
uiwnding disputes .rnd squabbles bet¬ 
ween several government mlnislrie.s, 
departments and research units, parti- 
<-ularl\’ the I>efenee Ministry, CSIR’s 
Pilani laboiatory and AIR engineers. 

Meanwhile, the .AEC has tried to 
establish its ciedeiitials in the electronics 
field by pionioting the Electronics 
Corporation of India (Hyderabad) to 
supplement the efforts of Bharat Elec¬ 
tronics — origmallv established by the 
Defence Miiiistrs'. The digital eomputei 
made b> the Electronics Corporation is 
already available in the market. Sensing 
what it considered to be an intrusion 
into its sphere, the Defence Minhstiy 
s’igorousK opposed the proposal to 
lilace electronics under the AEC. The 
AEC. on the othei hand, has been the 
irrincipal opponent of the proposal foi 
an integrated Ministry of Science and 
Technology as it considers it a threat 
to its relative ireedovn from any kind 
ol financial and bureaucratic scrutin.v. 

The marked intciest in electronics, 
particularly television, by the AEC and 


its Chairman, Vikrani Sarabhai, is due 
to involved reasons. It is envisaged that 
space satellites will be used to relay 
educational TV programmes over a wide 
area of the coimtiy. This means that 
India will be muiuilacUiiiiig and laun¬ 
ching its ow n TV rela.\ satelUtes in 
luturc years. .So the AEC is keen to 
encourage television in order to expand 
Its own research and development, be- 
>ond the |nirel> nuclear field, into 
space and missile technologs as ss'ell as 
allied comimtei s\ stems. 

Confronted with all these rival claims 
and iioti's, till- Cabinet Secrctaiiat 
thought ol the ,AEC-type set-up lor 
clectionics "free lioiii all non-essential 
lestrictions and needlessly inelastic 
lull's”, though oiiK lecently the Esti¬ 
mates Coinnultce of Pailiament had 
repoited adversely on the .set-up and 
.ichievemcnts ol the AEC. The Minister 
of .State lesponsible tor scientific affaiis 
and the scii'ncc adviser also approved 
this proposal foi i senn-autonomous 
Electionics Coiiiuii.ssion. .After this, the 
(iabmel had no alternative but to en¬ 
dorse it 

The Caivernmenl has not yet di'cided 
oil the cximposition of the Commission. 
The AEC lobbv wants M C K Menon 
ol the 'lata Institute of Fundamental 
Research as the first (yhainman. Also, 
the Finance Member ol the AEC may 
be made Finance Member of the Elcc- 
tioiiics Commission. The new Commis¬ 
sion will have a haul task ahead in ic- 
orgauising the electronics industry 
which has grown m a lather haphazard 
w.is. One ol its first tasks will be to 
update the 1966 Bhabha report. The 
(iovcriiment would also be, well advis¬ 
ed to Iranslei all public undertakings 
and laboratories concerned with electro¬ 
nics, iiieluding the teleciNnimmications 
rcseaich centies to the Eleetronics 
Commission. 
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Good Neighbourliness 

Nireekshak 


FOR more than a month now, no 
news story other than the battle for 
Bangla Desh has figured in front-page 
load headlines. It must be a record 
in consistency. No wonder one of the 
slogans raised by a group of Pakistani 
demonstrators before the Indian High 
Commission m London was: “Down 
with the Indian Press I". However, 
while the news focus continued to be 
on events concerning Bangla Desh 
and more recently on the diplomatic 
rumpus caused by the defection of the 
Pakistani Deputy High Commi.ssioner 
in Calcutta, other developments have 
received prominent editorial attention. 
One of these !>. the so-called "Gueva- 
rist” uprising in Ceylon. 

Considering that Ceylon lies a bare 
22 miles away from the Indian shore, 
the reporting of this event must be 
pronounced indifferent. Apart from the 
Times of India which sent out one of 
its staffers, Inder Malhotra, to the 
island to report the situation first hand, 
almost every other paper has used 
only agency copy. As the Ceylonese 
Government has imposed news censor¬ 
ship. it IS a matter of siK'culation as 
to what extent the agencies' copies 
have reflected the facts of the situa¬ 
tion. There are no means of knowing 
whether the censorship regulations have 
directly discouraged, or even prevent¬ 
ed, some of the wealthier newspapers 
from sending their own correspondents 
to Ceylon. However, since at least one 
Indian journalist got a visa (unless, of 
course, he was being entertained pri¬ 
marily as a correspondent of the 
Guardian, which he represents, rather 
than of the Times of India) some 
others too might have been able 
to enter Ceylon had the attempt been 
made. Even from a purely professional 
point of view, this failure to cover 
Ceylon in depth has been a loss to the 
Press. 

Naturally, editorial comments were 
based on the available reports and, 
in the circumstances, this left much 
to the writers’ imagination. The 
Statesman editorial writers, for exam¬ 
ple, used the occasion to read a homi¬ 
ly to the Government of India as much 
as to argue that “the severance of 
diplomatic relations between Colombo 
aad Pyongyang is a major defeat ^or 
Mrs Bandaranaike’s deliberate policy 
of courting Communist regimes’*. By 
contrast, her ‘courting* of non-cummu- 


nist regimes in the wake of the upris¬ 
ing should have been rated a success. 
But the paper did not say so. Instead, 
It wondered why India had rushed 
‘Indian warships and helicopters' to 
Ceylon when Pakistani helicopters, 
too, were involved in the affair; this 
was “an association which public opin¬ 
ion in this country, contrasting Mrs 
Gandhi’s circumspection over East 
Bengal, cannot but deplore’’. Even if 
New Delhi’s argument is accepted— 
that in Ceylon, as in East Bengal, In¬ 
dian support is for “the democratic will 
of the people”—hasn’t Indira Gandhi 
already “convincingly demonstrated’’ 
that “physical involvement is a far cry 
from moral support”? There was little 
justification, the paper axgued, for 
“bridging that gap and abandoning the 
counsel of reason at a time when so 
much remains unaccomplished nearer 
home”. 

“Trouble in Ceylon”, “Crisis in 
Ceylon”, and “Ceylon’s Naxalbari”, 
were respectively how the Hita- 
vada, the Tribune and the Free 
Press Journal viewed the situation. 
“The couirse of the ‘Guevarist’ move¬ 
ment in Ceylon”, wrote the Free Press 
Joumai, and “the Government’s efforts 
to stamp it out suggest, first, that the 
movement is mure widesjiread than 
might have been imagined and, second, 
that the Government is not quite sure 
how to handle it". The “terrorist” 
movement, it added, is a “reBectlon of 
economic unrest, particularly amongst 
the youth, as well as popular disen¬ 
chantment with the Ciovemment’s per¬ 
formance in office.... The slogan of 
socialism is no substitute for economic 
opportunities for the poor and educat¬ 
ed-unemployed .... The events in 
Ceylon hold an obvious lesson for In¬ 
dia, which it would be short-sighted 
to ignore." 

Another topic which competed with 
Bangla Desh for attention is the now 
famous mng-pong match in Peking. 
"Peking opens the door”, declared the 
Hindu. “Unpredictable as always, 
Communist China has signalled a 
change of policy towards the United 
States by rolling out the red carpet to 
an American table tennis team.” (In¬ 
teresting that the Hindu should conti 
nue to refer to "Communist China” 
when even Richard Nixon has begun 
to call that country by its proper 
name, the People’s Republic of Chinal) 


One reason for the Chinese “gesture”, 
the Hindu thought, might be that 
China “is preparing the way for its 
entry into the United Nations”. There 
was nothing unpredictable, however, in 
this development, the National Herald 
seemed to argue. In fact, “what is hap¬ 
pening is not a sadden, unexpected 
development”, it illuminated. “If it is 
a surprise, it is what has been called 
a predictaUe surprise.” China and 
America, the paper noted, “had spe- 
cially close relations before and some 
time after the First World War. The 
two sides are now trying to pick up 
the threads of those relations once 
again.” The development was also con¬ 
sistent with the Nixon Doctrine which 
recognises, in the words of an unstat¬ 
ed source quoted by the paper, “the 
emerging polycentrism of the commu¬ 
nist world, which presents differeni 
challenges and new opportunities.” 

Actually, all this was a “Chinese 
puzzle”, commented the Deccan He- 
redd. “What lies behind the abrupt 
■shift in China’s attitude to the US... 
IS hard to divine.” Nonetheless, the 
paper went on to probe the depths and 
came up u'ith some propositions. The 
development “suggests that China lias 
embarked on a new phase of its dip¬ 
lomacy”, it surmised; or it may be that 
“Peking apprehends the emergence ol 
a Super-Power condominium resulting 
from a convergence of US and Soviet 
interest in establishing a bi-polar world 
equilibrium.” (Got that last one? I 
haven’t!) It could even be, speculated 
the Bangalore daily, that “Peking is 
seeking to insure against US antago¬ 
nism in view of the exacerbation of 
its relations with the Soviet Union”. 
In any case, New Delhi should ^ be 
“wary of any facile dismissal of the 
possibility of China fishing in the 
troubled waters of the subcontinent.” 

Relations between India and Nepal 
also figured briefly in editorial com¬ 
ments. The occasion was the reconsti¬ 
tution of the Government of Nepal and 
the appointment of Kirti Nidhi Bista 
to the Prime Ministership. Not many 
newspapers took note of it, however, 
though the event while probably not as 
bewitching as Chou’s smile is certainly 
not less significant for India than the 
death of “Papa” Doc of Haiti. Those 
who did take the trouble of noting the 
change in Nepa] seemed all to believe 
that it might open up prospects of 
rethinking on the stalled trade agree¬ 
ment between the two coimtries and 
lead eventually to greater. Indo-Nepa* 
lese underttandiag. 
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Heroic Quantifiers 

P R Panchamukhi 

Measurement of Cost Productivity and Efficiency of Education edited 
bj‘ H N Pandit; National Council of Educational Research and Train¬ 
ing, New Delhi, 1969; pp xxxii + 434; Rs 21/S 4.25/34 sh. 


RATIONAL decision-making has to be 
liased on a clear knowledge of the va- 
lious aspects of the subject. If tbi- 
(juantitative significance of the dillcreiil 
aspects is known, then the decisions 
will have greater accuracy. The sci¬ 
ence of measurement of economic rela¬ 
tionships (econometrics) has revolu¬ 
tionised exonomics, in general, and the 
process of decision-making, in particu¬ 
lar. Many variables, which were at 
one time thought to be non-measur- 
able, have been subjected to the mea¬ 
suring rod. Economists’ increasing in¬ 
terest in the economic a.spects of edu¬ 
cation has given an impetus to quan¬ 
titative research in the economics of 
education, iacilitating more scientific 
ch'cision-making in this field. 

The National Council of Educational 
He.search and Training, New Delhi, has 
brought togethei interesting cxintribu- 
tions in the field ol erxinomics of edu¬ 
cation with an accent on quantification 
ol Indian data. The volume is the 
outcome ol a .six-day seminar organis¬ 
ed by the NCER 6t T in Jaipur in 
1967, in which 39 researchers partici¬ 
pated. There are in all 32 papers di¬ 
vided into five sections, each section 
giving a brief summary of the papers. 
The editor’s report summarises the pro¬ 
ceedings of the seminar, outlining the 
major issues ol the discussion. The six- 
day seminar ran like a busy workshop 
in which the present reviewer also pai- 
ticipated. 

The topics covered in the volume 
are diverse; review of the literature, 
methodclogy of working out educa¬ 
tional costs and returns, internal effi¬ 
ciency of th.e educational system and 
planning ol education. The papers dis¬ 
cuss methodological issues and also at¬ 
tempt empirical analysis of these is¬ 
sues. On the cost side, the discu.ssion 
centers on the concept of unit costs, 
and consideration of opportunity costs 
in the context of unemployment. It 
•nay be recalled that the Educatiim 
Commission had initiated research in 
the development of methodology and 
statistical computation of unit costs es¬ 
pecially for higher education. Some of 
the results of .such studies have been 
pre.sented in its Report. However, 


NCER & T has given a lead in the 
computation of unit costs in school edu¬ 
cation. The problems ol such unit co-.t 
calculations loi the different levels ol 
education are almost similar. Theic 
may not be agieeinent on the definition 
of ‘output ol education' because of the 
quantitative and qualitative attributes 
involved. Cxmiplicated problems in the 
measurement ol ‘educational output’ 
compel researchers to define output in 
terms of the number of students onl.v. 
For the purpose of unit cost compaii- 
sons among diffeient institutions. Stand¬ 
ardisation of the ‘student’ is necessary. 
These issues are more posed than 
aiiswer<‘d. However, the papers attempt 
to give empirical content to the diffe¬ 
rent components ol unit costs, such .rs 
social costs, institutional costs, and pri¬ 
vate costs. Empirical studies face par¬ 
ticular!) tough problems (which are 
well known to the capital theorists) 
when they concern the capital costs of 
education. 

A related pioblcm, once the unit 
costs have been computed, is that ol 
uctiial policy, t iz. how far is it possible 
to reduce costs without affecting edu¬ 
cation’s capacity lor output; or is it 
possible to r.iise the internal efficiency 
ol l■ducation■:’ .Sule-tracking the problem 
ol defining 'educational output’ the 
papeis have dealt with issues relating 
to wastage m education, especially 
school-level education, and also with 
pioblems ol engineering economics (such 
as c-osts arising out of the improper uti¬ 
lisation of space, buildings, and lighting 
facilities, and thi possibility of econo¬ 
mising on these costs). 

The paiiers dealing with the problems 
ol planning invi’stment in education 
should have been presented after the 
discussion ol productivity of education, 
since the irlanning irrocess takes into 
ucc-oiint the costs, internal efficiency, 
and produchvity, etc, of the educational 
process. .Some of the papers have 
lieen put in the wrong sections. 

Education’s contribution to the earn¬ 
ing capacity and actual earnings of the 
educated are often considered as the 
productivity of education. Generalising 
at the nat'onal level, an estimate is 
made of education’s contribution to na¬ 


tional income. At the conceptual level 
itself, this method is subject to two ob¬ 
jections ; first, education is only one of 
several factors contributing to earnings, 
so that to attribute the entire earnings 
differentials to education differentials is 
incorrect; secondly, the estimation pro¬ 
cedure makes the assumption that 
wages are equal to marginal productivi¬ 
ty. Educatioi). by its effect on earn¬ 
ings, also afiects income distribution, 
this aspect is generally neglected in the 
discussions on productivity of educa¬ 
tion. Some of these issues are discusseil 
in Section 4. Tile nature of income 
distribution, in general, in some of the 
urban areas and income distribution due 
to a number of socio-economic variables, 
ol which education is one, are examin¬ 
ed in chapter 24. whicli makes use of 
some advanced statistical tcchnique.s 
like GosKiman Kruskal measures of as¬ 
sociation and prediction, the method ol 
thiinm)' variables in the multivariate 
estimation, etc Rates ol letum at each 
level ol education are estimated after 
separating the contribution of other -36 
socio-economic variables on earnings. 
The chapter on the contribution ol edu¬ 
cation to farmers’ productivity supports 
the hypothesis that agiicultural produc¬ 
tivity is significant!)' related to the edu¬ 
cation ol larm vs'orkers and that tj\e 
pattern ol demand loi a strategic input 
like chemical liTfiliser is significantly 
influenced Iw the education of the farm 
workers. 

Investment decisions m education are 
generally based on the rate of return 
approach or the manpower requirements 
approach. Recently, the usefulness ol 
co-ordinating these (rates ol return and 
manpower requirements) approaches 
has been recogni.sed in education'.il 
planning (sec E J Blaug, 1967). While 
chapters 17 and 18 outline the various 
ureas of decision-making lor educational 
planning, chapters 18, 19 and 20 deve¬ 
lop optimisation models ol educational 
planning. The chapter on the returns 
approach to educational planning pre¬ 
sents the rates of return at different 
levels of education in India. 

The volume makes interesting reuil- 
ing on the whole. Some papers publish¬ 
ed in the volume make a significant 
lontribution to the thinking on the eco¬ 
nomics of education. The volume re¬ 
flects that onl) a Ireginning has Ireen 
made in the empirical researches in 
this field and that there is still a long 
way before the empirical findings of 
the quantifiers can be used in actual 
policy-making in education. 



May 8, 1971 


ECONOMIC aKD PCM^mCAL WEEKLY 






►“■ex 

STiS 


ON 5-YEAR 

POST OFFICE TIME OEPOSITS 


'YEAR 

^DEPOSITS 


7 0/ -fYEAR 
/o I DEPOSITS 


interest up to Rs.3(K)0 in a year including 
interest on other taxable securities and 
deposits is FREE OF INCOME-TAX. 

ASK YOUR POST OFFICE FOR DETAILS 

HATIOMAL SAmeS ORGAmAmU ^ 


s!^ 70/651 




OSA 



SPECIAL ARTICLES 


Estimation of Tax Incidence in India 

K S R N Sanna 
M J K Thavaraj 

Estimation of tax incidence is important as it ge nerally constitutes the basis for formulations of tax 
policy. In recent years attempts have been made, official as well as unofficial, to estimate the incidence 
of taxation in India. The purpose has been to obtain a quantitative basis for examining equity in taxation 
in India—particularly as between the agricultural and non-agricultural sectors and as among the different 
income-groups within these sectors. 

An examination of these studies reveals several conceptual and empirical shortcomings which become 
particularly serious for estimates of equity in incidence among the different ittcome groups. Moreover, 
there is generally an oversimplification in them of assumptions made about the process of tax-shifting. 

While these studies attempt to measure tax incidence via the consumption approach, the possibility 
of arriving at a measure to serve the same purpose through a production approach needs to be explored. 

The studies have especially failed fo fill one lacuna. Despite the pious pronouncements regarding 
equity in the Plans, taxation of the agncultural sector continues to be sadly neglected; the various stu¬ 
dies have, nevertheless, failed to provide any objective basis for vertical equity in taxation of the agri- 


cidtural sector. 

INCIDENCE is an important aspect 
of tax analysis. Estimation of tax in¬ 
cidence generally constitutes the basis 
for certain investigations into tax 
policy. In recent years, some attempts 
have been made, both by governmental 
agencies and by individual research 
workers, to estimate the incidence of 
taxation in India. The purpo.se of all 
these studies is to get at a quantita¬ 
tive basis to examine equity in taxa¬ 
tion in India. In particular, these 
studies are concerned with equity in 
taxation between the. agricultural and 
the non-agricultural sectors and with 
the determination of relative tax in¬ 
cidence among the different income 
groups in these two sectors. The Taxa¬ 
tion Enquiry Commission, 1953-54,’ 
was the pioneer in this direction m 
India. In fact, the estimation metho- 
dolqgy followed by the subsequent 
studies is ba.sically similar to that ol 
the Report of the TEC. 

This paper attempts to review the 
methodology and assumptions of the 
various estimates of tax incidence initi¬ 
ated by the Taxation Enquiry Com¬ 
mission. However, neither an exami¬ 
nation of the various inferences drawn 
in these studies nor an alternative 
methodology for estimating tax incid¬ 
ence is attempted in this paper. Never¬ 
theless, we hope that the review will 
help to place the various conclusions 
derived from these studies in correct 
perspective. 

First of all, it would be worthwhile 
to examine the definitions, adopted by 
the Taxation Enquiry Commission, of 
the two basic concepts of ‘incidence’ 
and ‘equity*. In the literature of pub¬ 
lic finance these two terms have been 


subjected to varied interpretations. 
Hugh Dalton states that the problem 
of incidence is just a problem of find¬ 
ing on whom the direct money burden 
of a tax falls.= ERA Seligman, on the 
other hand, draws a distinction bet¬ 
ween ‘impact’ of a tax and its ‘incid¬ 
ence’. The impact of the tax is said 
to be on those persons on whom it is 
at first (legally) imposed. Shifting is 
the process by which a tax payer 
transfers his money burden (on pay¬ 
ment of tax) to others in the course 
of his noimal economic transactions 
with them. Incidence is stated to be 
on those peisons from whom further 
shifting of tax could not take place.’ 

3\llll,ll (.'ONNOIAIIO.N 

Recent literature, however, seeks to 
give a wider connotation to these 
concepts. Richard M Musgrave, for 
instance, prefers to use the term 
‘incidence’ to denote the change in 
distiibutioii of income that results 
from particular changes in budget 
policy.* Such a change in income- 
distribution is brought about through 
price changes re.sulting from tax pro¬ 
posals and other fiscal measures of 
government. On such occasions an 
individual is affected on two counts: 
from the ‘source’ side by the price he 
gets for the goods and services he 
offers for sale, and from the ‘uses’ 
side by the price he has to pay for 
the goods and services he purchases. 
Thus Musgrave’s definition of incid¬ 
ence goes much beyond the direct 
money burden as referred to by Selig¬ 
man, and embraces a much wider range 
of economic effects brought about by 


the changes introduced through the 
budget. 

Though broader in scope, Mus¬ 
grave’s definition would present a 
number of problems in the empirical 
estimation of incidence. Musgrave has 
also suggested two terms, viz, ‘effec¬ 
tive incidence’ and ‘impact incidence’. 
The term ‘effective incidence’ is used 
to denote the “actual change in distri¬ 
bution that results as a given tax is 
imposed or tax substitution is made’’. 
The term ‘impact incidence’ is used to 
refer to the "change that would result 
if the income position of a new tax 
payer were reduced by the amount of 
tax addition or the income position of 
a former tax payer were improved by 
the amount of tax remission, while 
the positions of all others remained 
unchanged Thus, the first term is 
more akin to the concept of ‘incidence’ 
as enunciated by Musgrave himself, 
ihe second term is closer to the ‘im¬ 
pact’ as stated by Seligman. The im¬ 
pact incidence is on whosoever is 
liable for payment under the law. 
Whethei it be the income recipient 
under the income-tax law or the seller 
at the particular stage where a com¬ 
modity tax is imposed and so on. But 
if the seller is able to enhance his 
price or to cut down factor payments, 
the shifting is stated to have occurred 
and the effective incidence is no 
longer on that seller. 

As with Musgrave, the concept of 
formal incidence employed by Ursula 
Hicks is likely to pose a number of 
difficulties in empirical estimation. 
Ursula Hicks defines ‘formal incidence’ 
as “the proportion of people’s’’ in¬ 
comes which does not go to provide 


957 



May 8, 1871 


ECONOMIC AND POLITICAL WEEKLY 


the incomes of those who furnish 
them with goods and services but is 
paid over to governing bodies to 
finance collective satisfaction.' In its 
scope, therefore, it covers a much 
wider area of fiscal measures than 
taxes. More importantly, Ursula 
Hicks's definition takes into account 
the incomes of individuals/sections of 
the population, as a variable in the 
determination of incidence. It has 
thus laid the basis for comparing 
relative tax incidence among different 
income groups. 

Like ‘incidence’, the term ‘equity’ 
has also been given different interpre¬ 
tations by different fiscal theorists. 
Haskal P Wald observes that the sub¬ 
ject of tax-payer equity or justice in 
taxation is one ol the most vexing 
problems of public finance and is one 
of the hardest to place in useful 
perspective for policy decisions. 
Equity, after all, is not a concept 
derived by economic analysis. It is a 
subjective concept meaning different 
things to different people.' For 
instance, the various ‘sacrifice’ theories 
are basically founded on psychological 
premises which do not lend them¬ 
selves to quantification or inter-per¬ 
sonal comparison. Yet, there seems 
to be some consensus on the inter¬ 
pretation of the concept, in general 
terms, when it is stated that equals 
should get equal tax treatment. In 
more concrete terms, the principle 
advocates equal tax incidence on 
people with equal capacity to pay 
measured, say, in terms of income, 
wealth, etc. 

There are other interpretations too 
which maintain that tax incidence 
should be m accordance with the net 
benefits received from the state by 
individuals and groups. The principle 
ol equal treatment of equals is often 
referred to as the principle of ‘hori¬ 
zontal equity’. There is yet another 
principle which is concerned with the 
tax treatment of unequals and it is 
often known as the principle of ‘verti¬ 
cal equity’. The ‘sacrifice’ theories 
and ‘the ability to pay’ principle relate 
essentially to this problem. It may be 
said that, though there is hardly any 
consensus on this concept, there is 
general awareness that, as the capacity 
to pay increases, there should bo some 
progression in tax incidence. Recent 
writers have preferred to combine the 
two principles of horizontal and verti¬ 
cal equity in taxation. These are re¬ 
flected in the Indian Plans which 
conceive of progressive taxation M • 
means of ensuring equity and social 
justice. 


It follows that, apart from the diffi¬ 
culties of delineating the concepts of 
incidence and equity, concretising 
these concepts in some form of 
‘working definitions’ has presented 
formidable problems to mnpirical re¬ 
searchers — partly because data is 
inadequate on various economic vari¬ 
ables such as income, consumption, 
prices, and so on, at the macro as 
well as the micro levels. Nevertheless, 
the Taxation Enquiry Commission 
defined incidence as the money burden 
as intended by the taxing authority to 
fall. The amount paid in tax is thus 
measured as per cent of income of 
the different income groups.* It may 
be noticed that this definition of incid¬ 
ence which the TEC prefers to refer 
to as ‘formal incidence’ is closer to 
the definition of formal incidence 
given by Ursula Hicks. In particular, 
it has brought income into the pur¬ 
view of the definition. But the major 
difference between these two defini¬ 
tions seems to be that, while the 
former has preferred to take into con¬ 
sideration the “net real transfers” of 
tax burden (both in terms of money 
as well as services accruing), the TEC 
is confined to the gross direct money 
burden of taxation. 'The direct money 
burden of taxation referred to by the 
TEC as the incidence, measured as a 
ratio of tax to income, is similar to 
the concept used by Seligman. On 
the term ‘equity’ in taxation, the TEC 
has taken the position that there is 
equity in taxation when people at the 
same levels of money incomes have the 
same level of tax incidence.' In other 
words, it has confined its attention to 
horizontal equity. 

The concept of formal incidence 
needs closer scrutiny, as it appears to 
be the king-pin of most estimations 
made so far. The first problem in 
definition relates to shifting of the tax 
burden. An idea about the intentions 
of the tax-imposing authority and 
about the assumptions they make on 
the likely distribution of the burden 
of the new tax being introduced, may 
be obtained from the budget speeches 
of Finance Ministers. But when we 
are faced with a multiplicity of fiscal 
authorities there is bound to be some 
conflict of values between the various 
levels of government. Besides, as a 
result of inter-state and intra-State 
trade, the area/sections of population 
on which the burden of taxation im¬ 
posed by a particular authority falls 
need not coincide with the geographi¬ 
cal jurisdiction of the authority. This 
problem assumes special significance 
when we deal with State and local 


taxation. 

Shifting will neither be of the same 
(unique) type in all situations nor be 
a static concept as the definition 
seems to assume. For example, the 
shifting process generally observed in 
the case of a sales tax is that a whole¬ 
sale dealer passes on the tax to an 
intermediate dealer who in turn passes 
it on to the dealer in the next stage 
and so on, so that ultimately the re¬ 
tailer collects the tax from the final 
consumer. There is a marked differ¬ 
ence between the above shifting pro¬ 
cess and that which takes place when, 
say, a tax on raw materials used by a 
manufacturer is shifted by him to the 
chain of distributive channels by en¬ 
hanced prices of the products. The 
latter is nearer to the concept which 
is usually referred to as an effect of 
a tax. The estimation under conside¬ 
ration prefers to overlook the differ¬ 
ence between the above two shifting 
processes. Secondly, all the estima¬ 
tions of tax incidence are with refer¬ 
ence to a certain period; and if there 
IS a time lag between one stage of 
shifting and another it is bound to 
affect the results of estimation. But 
this aspect is generally ignored. Fur¬ 
ther, shifting is a dynamic concept in 
that it produces a chain of reactions. 
To track the process of shifting to its 
logical end (to the stage where the 
taxed subject cannot transfer this 
money loss to others) is extremely 
difficult. This inevitaWy introduces 
a subjective element, insofar as the 
investigator arbitrarily decides the 
stage upto which he will track down 
the process of shifting. 

The second set of problems relate 
to the way the TEC has expressed for¬ 
mal incidence as a ratio of taxes paid 
to the incomes of a section of , the 
population concerned. Since the ratio 
is primarily used as a basis for deter¬ 
mining the extent of equity in taxation 
(according to ‘capacity to pay’ 
principle) we find that confining the 
choice to only money incomes is 
highly inadequate. For, money in¬ 
come, taken without regard to its 
source, i e, whether earned or unearn¬ 
ed, is not the sole indicator of the 
capacity of a person or a group of 
persons to pay taxes. In the discus¬ 
sions relating to the formulation of 
measures for ensuring equity in taxa¬ 
tion, it is desirable to make appro¬ 
priate provisions for the inequalities in 
incomes and wealth as well as the 
minimum subsistence-consumption re¬ 
quirements of persons of different age- 
groups and occupations, etc. More¬ 
over, the use of a simple ratio of tax 



economic and political weekly 


May 8, 1971 


burden to income is tantamount to 
accepting ‘proportional incidence' in 
preference to the generally accepted 
principle of ‘progressive incidence’ in 
taxation. 

In order to eliminate some of the 
deficiencies of the TEC’s "taxes paid 
to income ratio”, V P Gandhi has 
suggested the following as a measure 
of tax incidence 

B2= 

f(y — s, W, w, i) e 
where, B2 = tax incidence; 

t — per capita taxes paid; 

y = per capita income. 

s = per capita subsistence 
requirement; 

W = per capita wealth; 

w = wealth inequality 
measure; 

c = income inequality 
measure; 

e = a constant denoting the 
desired degree of pro- 
gressivity; 

f ■■ denotes function. 

In actual estimation, however, 
Gandhi assumes that the function in 
the denominator is a linear function in 
the variables mentioned therein and 
that e is equal to 1.5. 

When viewed from the conceptual 
angle, Gandhi’s ratio is a marked im¬ 
provement over TEC’s ratio. It in¬ 
cludes all the major factors that are 
considered relevant judging equity in 
taxation. There is no evidence to 
show that Gandhi has verified his as¬ 
sumption about linearity with the help 
of suitable ‘goodness of fit’ tests. 
Also, his choice that e = 1.5 does not 
seem to be satisfactorily explained. 
Apart from these objections over the 
form of the mathematical equation, 
Gandhi’s estimate does not appear to 
have made much headway on account 
of the great dearth of statistical data 
on the variables, on per capita subsist¬ 
ence requirements, per capita wealth, 
wealth inequality, and income in¬ 

equality, included in his measure of 
incidence. Absence of reliable data 
has forced him to make heroic as¬ 
sumptions about a number of 

variables. 

There is yet another, major, criti¬ 
cism about the numerator and the 

measure of incidence under considera¬ 
tion. It takes into account only the 
direct money burden of taxes, exclud¬ 
ing the possible effects of taxation al¬ 
together. As such, it cannot be taken 
as a true measure of incidence. For, 
effects of taxation on savings, on in¬ 
vestment, and on tiie motivation to 
work, etc, will all have an influence on 


the real incomes — and thus on the 
capacity to pay taxes of the people 
concerned. In this connection we may 
state the observation made by Dalton 
that "every tax produces a number of 
economic effects and it has been 
questioned whether it is either practi¬ 
cable or desirable to try to separate 
the special problem of incidence (here 
according to Dalton only the direct 
money burden) from the more general 
problem of effects.”** 

Some economists hold the view that 
it is not advantageous to estimate 
incidence on the basis solely of the 
direct money burden of taxes, as it 
cannot satisfactorily serve the require¬ 
ments of the policy makers. This is 
so because it is difficult to separate 
the direct money burden from the 
changes resulting from variations in 
the price level, income distribution, 
and .so on, affecting the real incomes 
ol the various sectors of population. 
Dalton has underlined this by saying 
that judging equity independently of 
its economic effects can be very mis¬ 
leading since these effects might in¬ 
fluence the level and distribution of 
income and wealth.** But as it has 
been observed by Dalton himself, the 
subject of the distribution of direct 
money burden of taxation still interests 
‘‘many theorists and nearly all plain 
men”.” The ratio of direct money 
burden to capacity to pay may not be 
a theoretically sound measure—and 
possibly it may not provide a satisfac¬ 
tory frame for empirical calculations 
—but it can still be profitably used to 
know the direction in which the tax 
shifting, and he.nce the incidence and 
effects, are likely to occur. To this ex¬ 
tent, it can form a useful tool for the 
policy maker. There is therefore need 
to make an attempt at empirical Kti- 
matiun of the same. 

Concept of Net Tax Buhoen 

In their estimation of tax incidence, 
the Taxation Enquiry Commission pre¬ 
ferred to exclude from their conside¬ 
ration the benefits accruing to different 
income groups of the population under 
various public expenditure programmes. 
It argued that, it is difficult with the 
available data to establish the income 
groups to which the benefits from pub¬ 
lic expenditure accrue.** They arc 
aware that special studies are requir¬ 
ed for that purpose. But two indivi¬ 
dual researchers, V P Gandhi** and E 
T Mathew**, attempted to study the 
problem of incidence on the basis of 
‘net benefit'. Both these studies took 
into consideration only public expendi¬ 


ture under revenue account. Capital 
expenditure is excluded on the ground 
that the benefits generated by the capi¬ 
tal projects are usually spread over a 
long period, so that it is too difficult 
to work out the annual value of bene¬ 
fits. 

There are, however, certain differ¬ 
ences between the above two studies. 
While Gandhi took into consideration 
nil public expenditure in the revenue 
account, Mathew confined himself ex¬ 
clusively to developmental expenditure. 
The procedure followed in both stu 
dies is briefly as follows: First, the 
money burden of taxes on different 
sections is worked out, adopting the 
method suggested by the TEC. Public 
expenditure on agriculture and on alli¬ 
ed functions like irrigation, animal 
husbandry, and community develop¬ 
ment, is almost entirely assumed as 
benefiting the agriculturists. The bene¬ 
fits from expenditures in fields like 
education, medical benefits, and other 
social services, aie assumed to accrue 
to agricultural and non-agricultural 
sectors according to certain ratios arriv¬ 
ed at on the basis of some broad 
hunches. For instance, in Gandhi’s 
study the revenue expenditure on 
common services like police, judiciary, 
etc, are allocated between the agricul¬ 
tural and the non-agricultural sectors 
in proportion to the population in the 
reapective sectors. After arriving at 
estimates of the benefits accruing from 
public expenditure to each of the sec¬ 
tors, the benefits are deducted from 
the total money burden of taxes and 
the difference is referred to as ‘net 
tax burden’. This measure is used in 
place of total money burden of tax to 
make equity comparisoas in taxation. 

There are two serious objections to 
the procedure followed by Gandhi and 
Mathew in estimating the benefits from 
public expenditure accruing to the 
agricultural and non-agricultural sec¬ 
tors. It is not correct to assume that 
all the public expenditure on a parti¬ 
cular head—say, expenditure on the 
imparting of training to the agricultu¬ 
rists in the new methods of cultiva¬ 
tion—will help to enhance the money 
incomes of the beneficiaries of that 
education in the stipulated accounting 
year. The money incomes of agricul¬ 
turists is dependent on scores of fac¬ 
tors, such as marketing and storage 
facilities, improved means of transport 
and communication, fixation of remu¬ 
nerative prices and so on, by govern¬ 
ment. Even if there is a slight increase 
in the incomes of agriculturists in the 
particular season, it may well be due 
to other factors, such as a good mon- 
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soon, and not necessarily due to his 
improved techniques of cultivation. 
Expenditure on agriculture would also 
generate additional jobs for service 
people and thus give rise to additional 
income for that sector (non-agricultu- 
ral) in the year under reference. This 
is true whether the expenditure is 
booked in the current account or in 
the capital account. The expenditure 
on irrigation dams, for instance, first 
helps to create new jobs and incomes 
for engineers, producers of cement and 
steel, construction workers, etc; all 
in the non-agricultural sector. Even 
when they are under operation there 
is a spillover of benefits into the non- 
agricultural sector. 

Public expenditures are usually fin¬ 
anced in addition to the funds col¬ 
lected from taxes, from the resources 
mobilised from sources like public 
debt, deficit financing, etc. When pub¬ 
lic expenditures are met from the funds 
raised through deficit financing or 
through public debt, any net transfer 
of money income from one section of 
the population to another would be 
more dillieiilt to c.stublish than when 
public exiiendituies arc met entirely 
from tax resources. In the case of loans 
or deficit financed expenditure, the 
gain of one section need not mean loss 
of income of others. The total amount 
of new money incomes thus created 
needs therefore to be properly account¬ 
ed for in estimating the measure of tax 
incidence. Again, when viewed purely 
from the conceptual angle, incidence 
studies based on net tax burden ap¬ 
pear to adopt the eriteiia of quid pw 
quo — i e, that benefits from public e.x- 
penditure should accrue in the same 
proportion as the amount of taxes paid 
—as well as of ‘capacity to pay'. The 
mixing of two different criteria is 
neither theoretically sound nor helpful 
in practice. 

Apart from the shortcomings point¬ 
ed out earlier, the estimations of net 
tax buiden have failed to make proper 
allowance for the incomes accruing to 
and the taxes paid by the parties who 
do not come under the strict classifi¬ 
cations either as agriculturists or as 
non-ugricultiirists. .As one of the objec¬ 
tives of the estiiiiatioiis is to make a 
coiiipuiative stiuK ot tax incideiiee on 
pi’ople belonging to agricultural .iiul the 
iioii-agiicultutal hoii.seh<ilds, the iiicoiik's 
(ill the national iiieoine estimations) 
aeeruiiig to flovernmcnt and other 
public institutions and the taxes paid 
bv them — both as income eamer.s 
(iiiehuliiig the taxes on the retained 
iiKximos of coiiimercial corporations) 


and also as important consumers of the 
taxed goods — need to be excluded 
from the calculations. This has not 
been done in the estimation studies 
under review. 

Inaheciuacv of Data 

From the discussion of basic con¬ 
cepts of e(|iiity and incidence, we may 
now move on to considering some 
.shorlcomiiigs m estimation arising 
mainly on account of insufficient data. 
The first piolilein arises regarding 
identification of agricultural and non- 
agiiciilturul sectors. The Census gives 
data on the classification of working 
force ai cording to different occupa¬ 
tions. Cultivators and agrieultiir.il 
lahoiiieis aie two such categories. One 
may take eiillivators and agricultuml 
laboiiieis and iiieinbers of their families 
as constituting the agricultural section 
ol the poimlatioii. But the dillieiilfy 
arises when we want to get at the total 
earnings of the agricultural and iioii- 
agriciiltural population classified as 
above. The national income estimates 
111 India employ different methods ioi 
dificreiit .sectors. While the ‘valuation 
of pioductioii’ method is used for agri- 
cultiirui and allied subjects as well as 
lor industry and ininiiig, etc, tlie 
f<‘chni<pie employed in rc.speet of the 
seiviees sector is the One usually re¬ 
ferred to as tile ‘factor prices’ or ‘wage 
<"ariied’ method. Apart from income 
fioiii ciiltivutioii activities, agiicullurists 
may be eaniiug substantial amounts of 
meoiiie from allied occupations like 
cattlc-ieaiing, iioiiltry-fanning as well 
as lioin liade and industry during the 
agiiciillui.il slack .seasons. Similarly, a 
good iiimilier of persons in the non- 
agnciiltiiial occupations may be deriv¬ 
ing iiicoiiie fioin agricultuie, say, as 
absi'iitee landlords. The estimate made 
l)v tlie TEC docs not seem to have 
liaid adc'cpi.ile attention to this pro- 
bliMii. Is T Mathesv has rccxignised it.’’ 
But he has assumed that the above 
may not mateiiallj- affect calculations 
at the niacio level. He maintained that 
the magnitudes of the incomes of the 
agriculturists fioiii non-agrieiiltural 
soiiices and the iiicojnes derived by 
lier.soiis 111 the non-agrieiilhirnl occupa¬ 
tions irorn agriculture may he erpial. 
and that the net transfer from one 
sector to another is negligible. But this 
assumption does not seem to be nearer 
to coninion sense observations. Since 
money income constitutes the basis of 
the incidence measure, from which in- 
ferenc'es regal ding equity in taxation 
arc sought to he drawn, there is need 


to be precise in this respect, 

A similar difficulty arises in attempts 
to calculate the percentage of agri¬ 
cultural population in the rural meas 
and those in the urban areas. The need 
lor such calculation arose because the 
expenditure data from the NSS and 
other sources is given according to 
rural and urban classifications. The 
jiereentages ol agricultural and non- 
agrieiiltural population in the rural 
areas depi'nd uiion our assumption 
about their composition. There is need 
to have accurate figures of the per¬ 
centages in question because any slight 
departure one way or the other from 
the actual is bound to alter the tax in¬ 
come ratal — and consequently the 
infeicnees based on them — signifi¬ 
cantly. 

The main pLuik of estimation in the 
studu's under leview is the consumer 
expenditure data available from the 
National Sample Survey. From the 
points ol view ot coverage, expertise 
lor interviewing, processing and analy¬ 
sis, tlie NSS is perhaps the best 
soiiice tor data on consumer experidi- 
(ure in India. Hut these data suffer 
liom a number of limitations which 
icstiict their usefulness for estimating 
l.ix incidence. The consumer c.xpendi- 
tnie data arc collected in the NS.S 
iiaiiids by canvassing a schedule 
among a sample of individual con¬ 
sumers draxMi on an all-India basis. It 
may be mentioned here that large sec¬ 
tions ot the population aie illiterate oi 
si^iii-liteiate and usually not given to 
the haliit of keeping a detailed account 
ol their loutinc household expenditures, 
liicoirect reporting on account of 
‘recall laiise' is, therefoic, likely to be 
significant. Further, a month (4 to 5 
weeks) which is usually the period of 
lelcrence in most NSS rounds, is 
inadequate for recording the year-round 
household expenditures in all respects. 
Money incomes accruing to agri¬ 
culturists aie likely to be high during 
the harvest months and low in the slack 
seasons. Most of the purchases of con¬ 
sumer dniablcs take place during the 
harvest .season, and expenditure in the 
slack peiiod is usually confined to 
basic necessities of life. In contrast, 
the monthly incomes and expenditure 
patterns of the non-agricultural popula- 
tuui may not vary significantly from 
month to month. This difference has to 
be properly taken into account as the 
tax incidence estimations, based on 
consumer expenditure data of a few 
weeks' duration say in an agricultural 
slack period, may not give a correct 
picture of the taxes paid by the agri- 



cultund tecUoo. ot Ihe populttion over 
a yest and vi<!e vfnA, 

• Nan-monetised transactioiu ^are stiU 
prevalent id' ^ niral areas. But that 
should not pose any difficulty for die 
f^timatloa. in question. For apportion¬ 
ing tax incidence, it is sufficient if all 
cash expenditures are recorded correct¬ 
ly. In any case, most of the published 
reports ^ the NSS do not ^ve 
separate figures of cash expenditure 
and imputed values of barter transac¬ 
tions. Secondly, the classification of 
consumer expenditure as adopted in 
the NSS is generally different from the 
classification of consumer items adopt¬ 
ed by the Government for levying 
various indirect taxes like excise, im¬ 
port duty, sales tax, etc. Further, the 
published reports of the NSS on con¬ 
sumer expenditure, barring a few, 
generally give only eight groups of 
items of expenditure. Lastly, the per 
capita consumer expenditures arc 
given under different household ex¬ 
penditure groupings. This, at ticn«.s, 
poses difficulties as the sizes of the 
households corresponding to the group¬ 
ings given are not made available. But 
the major difficulty in using the NSS 
data is that we can at best arrive at 
the incidence of the taxes (commodity 
taxes) according to the various ex- 
lienditiue groupings — but not 
according to the income groupings of 
the various sections of the population. 

The NSS gives the per capita 
monthly expenditiues, usually ananged 
according to 5 to 6 household group¬ 
ings — viz, the households with 
monthly expenditures of Rs 1-50, Rs 
51-100, Rs 101-150, Rs 151-300, Rs 
300-500 and Rs 501 and above. The 
TEC, Mathew, and the Finance Mini¬ 
stry studies on indirect taxation have 
all worked out the incidence of com¬ 
modity taxation based on the above 
household categories. The assumption 
is diat the expenditure pattern con- 
fonms to the income distribution 
pattern. But, besides income, the ex¬ 
penditure of household is also influenc¬ 
ed by its size. Here it may be noted 
that the NSS fourth round assumed an 
average size of 3.18 per rural house¬ 
hold in the expenditrue grouping Rs 
1-50. The corresponding size for the 
expenditure group above Rs 300 is 
9.9S.>* It is quite possible that a 
particular household of smaller size 
may bo grouped in the low expendi¬ 
ture category, though its tax-paying 
capacity (in terms of income, wealth) 
is much higher. Unfortunately tte 
NSS. has no provision that makes 
available the incomes of the house¬ 


holds covered in the survey. Besides, 
commodity taxes are but a portion of 
the tctol taxes, and unless direct taxes 
are also taken into account we do not 
get a true picture of the tax incidence 
on different sections of the population. 
To carry out such an estimation, it is 
necessary to establish some kind of 
relationship between the expenditure 
classification of the NSS and income/ 
wealth, etc, classification usually follow¬ 
ed for levying those direct taxes. But 
the establishment of such correlation 
is not found feasible. 

Moreover, one of the main interests 
in working out tax incidence according 
to the different income groups is to 
examine how the incidences of taxes 
on the higher income groups in the 
agricultural and the non-agricultural 
sectors, compare with each other. As 
of now, non-agricultural incomes 
could be categorised under several in¬ 
come brackets. But NSS data has only 
two expenditure groupings, viz, Rs 
300-500 and Rs 501 and above relat¬ 
ing to agricultural sector. Analysis 
based on a broad classification would 
not he of much help to policy makers. 

In a recent estimation, “Incidence 
of Indirect Taxation 1963-84”, a 
quinquennial study being carried out 
by the Ministry of Finance, a number 
of refinements of the consumer ex¬ 
penditure data a.s available from the 
18th round of NSS were first carrietl 
out to meet the requirements of the 
estimation.” The Mitiistry requisitioned 
the Indian Statistical Institute for 
.special tabulation of the 18th round of 
NSS data, and obtained tables on the 
total and cash per capita expenditure 
on hou.sehold items of consumption 
which are usually subject to com¬ 
modity taxation — separately for the 
rural households and for the urban 
households, and also according to 
different expenditure groups in these 
sectors. It also got the tabulation of 
the quantities actually consumed in 
the case of each of the items of con¬ 
sumption to use it as supplementary 
data for checking and for combining 
the estimates of commodity taxes 
calculated in respt'ct of the different 
States of Union. 

However, the National Council of 
Applied Economic Research in its 
study on Taxation in Gujarat** has 
chosen to launch a full-scale survey, 
specifically designed to serve the 
objectives of estimating the tax in¬ 
cidences on various sections of the 
populations in urban areas of Gujarat 
State. Naturally, data from a specially 


designed survey will be better than 
data obtained from a secondary source 
like the NSS in more than one req[>ect. 

It is possible to fix the classification of 
the consumer goods in the survey 
schedule according to the same classi¬ 
fication, as it is adopted for purposes of 
levying commodity taxes like excise, 
sales tax and import duty, etc. Secoiid- 
ly, it is possible to classify the res¬ 
pondents according to their incomes, 
instead of according to the expenditure 
groupings — as is the case when we 
use the NSS data. Despite these ad¬ 
vantages, the data from the consumer 
expenditure survey, however sophi¬ 
sticated its design may be, can meet 
only a portion of the requirements of 
the estimation of the tax incidence. 
‘Recall lapse', under-reporting of in¬ 
comes, exaggeration of expenditure on 
certain items, or suppression of ex¬ 
penditure on some items (like liquor) 
etc, arc but a few possible limitations 
of the expenditure data collected 
through canvassing of an interview 
schedule. Further, the NCAER survey 
could not throw any information on 
certain important factors like the 
number of stages a good has to pass 
through from the manufacturing stage 
to the stage of its final consumption, 
the margin of profits charged at each 
stage, etc. Information on these fac¬ 
tors is neces.sary to know how much of 
the tax is shifted from one stage to 
another. The NCAER estimation, 
like the ones based on .secondary 
sources ot data, found It necessary to 
make a number assumptions with 
regard to the factors mentioned above 
in their calculations. The object of 
the foregoing discussion is to high¬ 
light the range of information that' is 
required to make a fairly reasonable 
apportioning of tax incidence, even 
under the more general conditioits 
(assumptions) about shifting and in- 
cidenci? of commodity taxation. In 
view of the above difficulties, it 
appears that the Taxation Enquiry 
Commission and other estimators 
placed too much reliance on the NSS 
data and it might be a serious limita¬ 
tion on the accuracy of the estimates 
arrived at by them. 

Basis of AppoBTionMiDn: 

As has been mentioned earlier, tlie 
basic assumption in the apportioning 
of tax revenues to various sections of 
the population followed by the TEC 
and others is that all direct tsuies are 
home by persons on whom "they are 
legally imposed and that taxes on 
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Hoods and services are paid by the 
final consumers of those goods and 
services. Some of the criticisms against 
such a sweeping assumption were al- 
retuly mentioned in the preceding 
paragraphs. However, the basis of ap¬ 
portionment adopted in respect of 
some of the major taxes needs closer 
scrutiny. 

Land revenw, professional tax, in¬ 
come tax. (personal), wealth tax, ex¬ 
penditure tax, gift tax are all assumed 
to be borne by persons on whom they 
arc legally imposed. In the ctue of 
doctors and similar professionals there 
is a possibility of their shifting the 
various direct taxes levied on them to 
their clients by Increasing their fees. 
But the proportion of such cases ore 
rare. In any case, the fees charged by 
doctors are governed by factors like 
degree of competition, etc, and the im¬ 
pact of tax rise on the fees they charge 
may be nominal. 

CORPORATK InCX)ME-TaX 

The Taxation Enquiry Commission and 
others assumed that, since the owners of 
equity capital are generally from urban 
occupations, the incidenre of all corpo¬ 
rate Income-tax would be on the non- 
agricultural population. But, unlike in¬ 
dividual income-tax, the incidence of in¬ 
creased coiporate income-tax can be 
passed on by the large business 
firms — at least partly — to the 
consumers of their products through 
a price increase in the subsequent 
income period. In other words, the 
agricultural sector, to the extent that 
it is part of the market for the 
goods produced by the taxed firms will 
also bear the burden of taxes shifted on 
to them. Further, a large portion of the 
income of corporate earnings, which are 
subjected to tax, are allocated to numei- 
ous reserve funds and their oumership is 
assumed to rest with the liody corporate 
itself and not with the individual share- 
liultk'rs. Similarly, since public institu- 
tk)ns and private and temple trusts could 
not he classified in either agricultural or 
the non-agricultural sectors, the income- 
tax and other direct taxes collected from 
them also iieetl to be exclude<l from the 
calculations. 

Centrsi, Excwe, Import Dut\' ano 
Sai.es Tax 

At present quite a good number of 
items, which are essentially capital goods 
items and inteirnediate goods, are subject 
to Central excise, import duties, and 
sales tax. Items subjected to these tax 
heads are, indeed, too large. Therefore, 


it is not feasible to aiqioition the reve¬ 
nues attributable to each one of duise 
items with the help of a consumption 
expenditure survey data. For an objec¬ 
tive apportioning of die tax revenues 
from intermediary and capital goods, it 
is also necessary to take into conside¬ 
ration their respective production, sup¬ 
ply and demand functions. Even while 
supposing that such a sophisticated ana-' 
lysis is not intended by the investiga¬ 
tions, there are certain minor d^ects in' 
the estimations under review \shich we 
feel could have been taken care of 
within the apportioning methodology 
chosen. 

First, the fact that Government is an 
important purchaser of the taxed goods 
does not seem to have received ade¬ 
quate attention in these studies. There 
is need to make some provision for that 
liefore one can take up the apportion¬ 
ment of the indirect taxes between the 
consumers of agricultural and non- 
Hgrieultnral occupations. 

Another aspect which cxiuld have 
been given greater attention is inter¬ 
state trade. The sales tax rates usually 
vary from State to State. Since there 
are no restrictions on internal trade, the 
sales tax on goods levied in the State 
of their origin (production) might in 
fact be home by the consumers in ano¬ 
ther State. This aspect may not pose u 
serious problem while we are attempting 
an all-India estimate of tax incidence. 
But it has to he properly accounted for 
when we estimate the incidence of 
State taxation. 

Moreover, the manner in which price 
increases are generally effected is parti¬ 
cularly relevant for tax incidence studies. 
A good has to pass through a number 
of channels before it reaches the final 
(xmsumer. At each stage, in addition 
to the tax paid, the traders usually hike 
up the price to cover their profits, inte¬ 
rest charges, etc, on the amount paid 
by them by way of tax; consequently 
the consumers in the rural areas may 
have to pay generally a higher amount 
(to meet the tax and charges on it) for 
manufactured goods than the consumers 
in the urban areas. This difference is 
often ignored in diese studies. 

State Excise 

The State excise usually comprises du¬ 
ties levied on opium, liquor etc, includ¬ 
ing the. licence fee from the authorised 
vendors. The liquor excise generally 
accounts for more than 90 per cent of 
the State's excise revenues in the States 
where prohibition is not in force. In 
these States it is found that revenue col¬ 


lections from liquor excise are tubaton- 
tially large, and usually occupy a {dace 
next only to general sales tax. The ap-' 
pottioning of the incidence of this tax, 
therefore, calls for a detailed analysis 
of all die avallabie data with regard to 
liquor consumption. IVhlle apportion¬ 
ing the tax yields under consideration, 
the Taxation Enquiry Commission, how¬ 
ever, seems to have been guided sdely 
by the data thrown up by the NSS. 
Gandhi and Mathew have also relied 
solely on NSS data. Because of the 
social stigma associated with drinking 
habits, die expenditure figures hosed on 
interview responses may not give an ac¬ 
curate picture of liquor consumption. 
This is particularly so of respondents 
iron) the middle income groups both in 
rural and urban areas. There is, there¬ 
fore, a great need to corroborate and 
test the data on liquor consumption ob¬ 
tained from any expenditure survey 
with the help of information available 
about the same from other sources be¬ 
fore attempting an apportionment of 
the incidence of liquor excise. 

The administrative reports of the 
State’s excise departments give us some 
useful data on revenue collections from 
different types of liquor, such as coun¬ 
try liquor, foreign liquor, and toddy, as 
well as licence fees collected from the 
authorised vendors. Of course, the data 
as it is may not help us much in ap¬ 
portioning liquor duties to the various 
-sections of population. But they give 
useful supplementary information. In¬ 
formation available from the excise de¬ 
partment's records about the number of 
authorised vendors in rural and urban 
areas, the amount of liquor supplied to 
them, and so on, are particularly va¬ 
luable. This would help us to arrive 
at a more accurate figure of liquor 
consumption in those areas, and this is 
the only help for arriving at a better ap¬ 
portioning of incidence of liquor ex¬ 
cise. This type of cross-checking and 
providing of useful supplementary in¬ 
formation is not feasible when we are 
solely dependent on expenditure survey 
data. For instance, the ratio of sale of 
liquor in the Punjab as between the 
rural and the urban areas is said to he 
48 : 52. But if we go by the criterion 
given by the TEC, the per capita tax 
contribution from the rural and urban 
areas towards State excise (liquor) 
would bo approximately Rs 0.09 and 
Rs 0.10. In otter words, the apportion¬ 
ing of revenues between these two sec¬ 
tions has to be in the ratio of rotq^y 
7 : 3, which is significantly diffonat 
from what has been observed. Liquor 
excise collections in the rural and urban 
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aMai caa be aasumed to be closely cor* 
related with H>e amounts of sales of the 
different types of liquor in those areas 
respectively. 

OitrmAi. ExcasE 

Revenue collections on items under 
the Union excise duties are usually pre¬ 
sented under 30-35 distinct groups. 
CaB<9ii, however, uses only eleven 
items, viz. kerosene, sugar, matches, to¬ 
bacco, coffee, tea, cotton cloth, foot¬ 
wear, soap, woollen fabrics, and mis¬ 
cellaneous, for apportioning excise re¬ 
venues as between the agricultural and 
non-agricultural sectors. He assumes 
that excise revenues derived from the 
rest of the commodities can be safely 
assigned as accruing entirely from the 
non-agricultural sector.^* Such a blan¬ 
ket assignment of a .substantial portion 
of the excise revenues, does not appear 
to be sound. In contrast, the TEC, 
Mathew, and the Finance Ministry, 
have, as far as possible, taken the reve¬ 
nues items-wise for apportioning on 
some specific basis. The Finance Min¬ 
istry study has categorically stated that, 
it could 'not find it feasible to allocate 
about 45 per cent of Central excise 
duty directly according to the consump¬ 
tion pattern revealed by NSS.’*' So, it 
took recourse to the other sources oi 
data, such as transport statistics, for ef¬ 
fecting the apportionments. 

The Taxation Enquiry Commission 
has not taken into account the revenues 
from certain taxes while calculating the 
overall incidence of taxation. The om¬ 
issions include export duty, estate 
duty, stamp duty and registration fees, 
property tax, passengers and goods tax. 
and electricity duty. It has been ad¬ 
mitted that the revenues from these 
taxes constitute nearly 20 per cent ol 
the total indirect ta.\ revenues of both 
Central and State governments taken 
together. But no detailed explanation 
is available as to why the above taxes 
could not be brought into the purview 
of the calculation. l*resumably, the 
Commission might have thought the 
exclusion of certain taxes, the revenues 
from which constitute a small percent¬ 
age, w’ould not in any way affect the 
estinutes of the relative positions of ur¬ 
ban and rural tax incidence. It is true 
that the incidence of export duty 
could be shifted on to consumers of 
other countries if it is on commodities 
ovesr which the country has the advan¬ 
tages of a seller's market; in that case 
its exdnsion from the estimation will 
not in any way affect the relative inci¬ 
dence of taxation on the urban and ru¬ 
ral populations -in India. But the same 


cannot be stated about incidence of 
taxes whose incidence cannot be shift¬ 
ed to other nationals. Moreover, the 
yields from some of the taxes, viz, pas¬ 
sengers and goods taxes, electricity 

duty, stamp duties and registration 

charges have, of late, considerably in¬ 

creased. So it is highly desirable to 
apportion the yields from these sources 
in the incidence estimation. In fact, in 
recent estimates, some attempts have 
l>een made to include these taxes too in 
the calculation. 

Stamp Duty and Registration Fees 
Stamp duty and registration fees 
constitute an important source of reve¬ 
nue for the State governments. In 

1968-69, the revenue collections under 
this tax head accounted for nearly 10 
per cent of the total tax revenues (all 
States put together). Gtmdhi, in his 
estimation, has allocated 20 per cent of 
the total yields from this source as ac¬ 
cruing from the agricultural sector and 
the rest from the non-agricultural sec¬ 
tor. The reasons advanced for a low 
percentage of allocation to the agricul- 
t>jral sector are that, (a) a high propor¬ 
tion of agricultural transactions arc 
non-nionetised, (b) in the agricul- 
liiral transactions the naost import¬ 
ant asset is land and it is not 
so frequently transferred. However, 
no additional explanation is available as 
to the basis on which the above percent¬ 
ages of allocation were arrived at. Si¬ 
milarly with the Kerala Taxation En¬ 
quiry Committee’s estimation ol inci¬ 
dence of taxation in that State. With¬ 
out adequate explanation, the incidence 
of the State’s stamp duty and registra¬ 
tion fees has been allocated between 
the rural and urban sectors In the ratio 
2:8. On the other hand, Mathew 
adopted a more objective basis for allo¬ 
cation. He constructed a linear le- 
gressiun eejuation between the percent¬ 
ages of rural and urban populations and 
the .stamp duty and registration fees 
collected over different States and the 
regression co-efficients of the former on 
the latter were utilised to arrive at the 
respective percentage shares of rural 
and urban sectors for allocation of the 
tax yields. The effort made is com¬ 
mendable. But we feel that it is not 
correct to make the percentages of ru¬ 
ral and urban ix>pulations in a State 
as the determining variables in the re¬ 
gression analysis mentioned above. This 
is .so because the variables which ac¬ 
tually account for variations in thi‘ 
yields of stamp duty and registration 
fees from one State to another are not 
the percentages of rural and urban po¬ 


pulations, but the volume of certain 
types of transactions within each of 
those States. Included in the Central 
list of transactions that are subject to 
stamp duty are those in bills of ex¬ 
change, promissory notes, letters of 
credit, transfers of shares, proxies, che¬ 
ques, bills of lading, policies of insur¬ 
ance, debentures, receipts (from the 
Central list, item 91 of Schedule 7 of 
the Indian Constitution). Stamp duty 
and registration fees within the purview 
of the State list largely relate to trans¬ 
fer of property, mortgages, partition, 
gifts, settlement, leases etc. The court 
fees (judicial stamps) payable in the 
case of litigations taken to a court of 
law are also included under the res¬ 
pective revenue heads under consider¬ 
ation. Most of these transactions are 
of a commercial and industrial character 
whose volume and frequency arc much 
larger than those relating to agricultu¬ 
ral assets. A proper apportioning of 
these revenues between the agricultural 
and non-agricultural sectors should 
therefore be on the basis of each indi¬ 
vidual transaction mentioned above. 
This Is required because the pattern of 
incidence between the tu'o sectors is 
likly to vary considerably from one 
transaction to another. The data on 
items like the volume of transactions in 
share.s and about the changes in capi¬ 
tal a.ssets in companies is available 
from the Reserve Bank of India publi¬ 
cations and the Census of Manufactur¬ 
ing Industries, etc. But this is far too in¬ 
adequate. To an extent the percentage 
of people in commercial and trading 
activities on the one hand, and the per¬ 
centage of the owner cultivators on the 
other, nia> Ix! better than the percent¬ 
ages of rural and urban populations as 
the determining variables in the regres¬ 
sion analysis of the type suggested by 
Mathew. 

Estaits Don' 

As with stamp duty and registration 
fees data available in respect of estate 
duty is too scanty to arrive at a basis 
•bir apportionment. Of late, the Com¬ 
missioner ol Direct Taxes has lieen 
publishing some useful information 
about the capital assets of various cate¬ 
gories, agricultural assets, securities, etc, 
assessed for purposes of levying wealth 
tax. This data could be used profitably 
for arriving at the relative shares of es¬ 
tate duty contributions by the agricul¬ 
tural and non-agricultural sectors. 

1’bopehty Tax 

Property tax is generally levied on 
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turban houses and factories (this tax has 
now been transferred to the local bodies 
in most of the States). So we can con¬ 
fidently assume that a large percentage 
of the incidence of this tax would fall 
on the urban residents, of which again 
a large percentage Ixtlong to non-agri- 
cultural occupations. However, a por¬ 
tion of the tax, that is collected from 
factories and other commercial esta¬ 
blishments may ix)s.sibly be shifted to 
the consumers in the agricultural sec¬ 
tors also. 

Ki.Ef.imcTTs" Duty 

Electricity duty is another important 
tax revenue omitted from the TEC es- 
tunetion. Mathew has apportioned the 
revenues from this tax as follows: 
"25 per cent of the total revenue from 
this duty is assumed to have come from 
domestic use of electricity. This tax 
per cent is attributable to the rural 
households and the rest to the urban 
s<'rtor. 75 per cent of the revenue 
I Torn this duty is assumed to arise from 
the industrial and commercial ii.se of 
electricity. This portion can be appor¬ 
tioned Iretween the rural and urban 
.sectors in th(! ratio of monetised expen¬ 
ditures on ‘sundry items' (ns given in the 
NSS consumer expenditure survey 
findings)". However, the explanation 
offered by Mathew as to how the vari¬ 
ous percentages for allocation are ar¬ 
rived at is very inadequate. On the 
other hand, the method ot allocation 
tollowed in the Ministry of Finance’s 
Study of “Incidence of Indirect Tax¬ 
ation 196.1-64" seems to be on firmer 
grounds. The relevant passage from 
that report reads: “Data on purpose- 
uisr- consumption were available in the 
lepoit on public electricity supply”, All 
India Statistics 1963-64. The rates of 
duty were applied category-wise to get 
h)pothetical yields in order to get at 
the proportions in which the actual col¬ 
lections (.xmld bt' distributed. Thus out 
ol the total collection of electricity duty, 
almiil 20 per cent was on account of 
domestic uses which was distributed ac- 
corrling to the household expenditures 
on electricity, the remaining 80 per cent 
was on account of industrial and com¬ 
mercial uses. The duty realised on ac¬ 
count of industrial uses was allocated 
according to expenditures oa manufac¬ 
tured items and that realised on ac¬ 
count of cunimercial uses was allocated 
nccordiiig to expenditures on cash pui- 
chases. 

I'assbnceii anij C<x)I)n Tax 

In recent >’ears, passenger and goods 


tax has a.ssumed importance for most 
State governments. But when the TEC 
estimation was done, this tax was not 
introduced in many States. Even later 
estimations, however, have not given 
adequate attention to this tax. Mathew 
has clubbed the revenues from this tax 
with collections from cess on tobacco 
and sugar, and apportioned the amount 
lietween the rural and urban sectors in 
the ratio of the combined monetised ex¬ 
penditures on tobacco, sugar, and conr 
veyance, in those respective sectors. 
In our opinion, the incidence pattern 
ol each of these taxes is different and 
pooling them together for purposes of 
apportionment is likely to lx* mislead¬ 
ing. 

.Statistics regarding the various types 
ot vehicles registered in different StBte.\ 
<ire available. Fiu^her, the estimation 
in question ha.s become much easier in 
the case ol some States where some 
lumpsum annual fee, in lieu of the tax 
I rom the passenger buses and freight 
carriers, is at present being collected. 
The statistics on the types of vehicles 
can be used to arrive at the relative 
shares of the cess on passenger tariffs 
and the cess on freight charges. The 
first portion of the tax revenues 
can llieii be allocated between the ru¬ 
ral and urban sectm’s in the ratio of th<' 
conveyance expenditures data, as avail¬ 
able from the NSS, and the second por¬ 
tion of the tax revenue can be allocat¬ 
ed lietween the two sectors in the ratio 
ol theii total monetised expenditures. 

Conclusions 

The foregoing examination oi the stu¬ 
dies on estimation of tax incidence in 
India has revealed several shortcom¬ 
ings, both ill their conceptual and em¬ 
pirical aspects. These diRicultie.s assume 
serious proportions especially when it is 
attempted to estimate tax incidence as 
among the different income brackets in 
the different sectors of the economy. It 
is observed that the working definitions 
adopted of tw’o important concepts of 
estimation, viz, ‘incidence’ and ‘equity’ 
in taxation, suffer from a number of de¬ 
tects. There seems to be an oversim¬ 
plification of assumptions made about 
the process of tax shifting in general. 

As for data, the major drawback is 
that the estimations could not yield va¬ 
lid information on incomes of the vari¬ 
ous sections of the population. Mean- 
ingliil conclusions about equity in inci- 
deiia- of taxation may be arrived at 
only when comparisons are made in 
r«Hipect of people placed in similar in- 
ixiine positions. Another aspect is the 
excessive reliance on NSS data. These 


estimations cannot use- the infoimiitioir 
available from certain other sonroos. 
The apportionment of liquor excises 
can be cited as an example in diis 
connection. 

As regards the basis adopted for ap¬ 
portionment of revenues from various 
tax heads, the imprenion is that, 
greater care could have been taken to 
maintain a uniform approach to the 
problem of apportionment. Strangely 
enough, elaborate procedures have been 
adopted to apportion certain taxes in¬ 
volving smaller amounts whereas some 
taxes involving larger amounts arc ap¬ 
portioned on somewhat arbitrsuy 
grounds. This could perhaps be one of 
the reasons for the wide variations in 
the ratios arrived at for apportioning 
certain taxes between the agricultural 
and non-agricultural sectors, even 
though the methodology adopted in 
these studies is almost identical and 
the bulk of the data are drawn 
from the same sources. But con¬ 
sidering the paucity and inac¬ 
cessibility of the requisite data, the me¬ 
thodology suggested by the TEC could 
lie employed to obtain broad ideas 
about tax incidence. But they ought to 
be modified and refined with .supple¬ 
mentary surveys and data if they are 
to be of help in the formulation of va¬ 
rious tax policies. For instance, in all 
the studies under review, it is found 
that the per capita tax incidence in the 
agricultural sector is generally around 
half to two-thirds ot the estimated fi¬ 
gures of per capita ta.x incidence in the 
non-agricultural .sector. Though in 
broad monetary terms this may indicate 
the differential taxable capacity of the 
two sectors, .suitable adjustments have 
to be made to take care of the diffe¬ 
rences in the pattern of di.stribution of 
income (monetised and imputed) and 
wealth etc, to establish an objectiw 
basis for policy formulation. 

Estimates of tax incidence (in the 
sense in which fieligman has used them) 
could also be employed to examine cer¬ 
tain other characteristics of the tax sys¬ 
tems, such as the ’buoyancy' of a tax 
system. We can measure the buoyancy 
of a particular tax by comparing the 
marginal changes in tax contribution 
with the corresponding changes in die 
income of a particular section of ‘die 
population of the economy over the 
years. Besides, these studies seek to 
measure incidence of taxation oto the 
consumption approach. 'The possibili¬ 
ty of arriving at a measure to serve the 
same puipose throu^ a production ap¬ 
proach could also be explored. 

Preoccupation with equity is under- 
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standablo In an economy beset with 
'horizontal and vertical inequalities. The 
study initiated by the TEC was the first 
step towards horizontal equity in tax¬ 
ation as between agricultural and non- 
agricultural sectors. Vertical equity has 
received some attention with regard to 
non-agricultural incomes. But despite 
the pious pronouncements in the Plan 
documents, taxation of the agricultural 
sector continues to be a sadly neglected 
feature of fiscal policy in India, And 
the various studies under review have 
not been able to provide an objective 
basis for vertical equity in taxation in 
the agricultural sector. 
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Insurgency in Ceylon 

Hard Challenge and Grim Warning 

Urmila Phadnls 


Last month’s insurgency in Ceylon was not an instant, spontaneous revolt. The origins of the JVP 
or People’s Liberation Front go back to 1965, when a group of students realising that there was no 
*pure’ marxist revolutionary party or party of the masses in Ceylon, decided to mobilise the people, 
particularly in the rural areas. They gathered willing and ample support among educated unemployed 
rural youth. This made the nature of the insurrection unique in that ninety per cent of the membership 
of the JVP consisted of those below the age of twenty-five. 

Apart from the lag between education and economic development, the pattern of ballot-box politics 
encouraged the sprouting of radicalism among the young. In the last general election in May 1970, 
Ceylonese youth formed the major part of the uncommitted electorate. They realised their crucial role 
in bringing the present United Front Government to power and expected it to translate its electoral 
pledges into realities at the earliest possible time. These hopes being belied, the JVP planned an insur¬ 
rection to overthrow the Government. 

The insurrection has now been subdued, but not crushed. Mere police and military operations 
are unlikely to resolve the struggle. In this context the political implications for the United Front 
Government acquire significance as it now faces a number of crucial questions. By forcing such ques¬ 
tions to the forefront the JVP insurrection has issued a grim warning to the political leadership of 
Ceylon (and perhaps of India) and has harshly challenged its power structure. 


The Setting 

NOW that the Prime Minister of Cey¬ 
lon, Sirimavo Bandaranaike, has in her 
hands most of the military hardware’ 
that she needs to fight the insurgency, 
the poUtical dimension of the struggle 
against the Janata Vimukti Peramuna 
(JVP — People’s Liberation Front), 
journalistically called Che Guevarists, 
comes to the forefront. This assumes 
added significance as the evidence un¬ 
mistakably shows that the struggle will 
be a prolonged one. More so, it is not 
likely to be resolved by mere police or 
military operations. 

Initiating an ambitious 'rehabilita¬ 


tion' scheme for tfiose who were peri¬ 
pherally involved in insurgent activities, 
the Deputy Prime Minister, Maithripala 
Senanayake, talking to pressmen main¬ 
tained that under this scheme several 
hundred .such young people would be 
lodged on the campus of Vidyodaya 
Univers'ty and that they would be given 
full freedom ol debate and discussion 
with high officials and political leaders 
on the problems of Uie day. The ob¬ 
jective of the launching of this scheme 
according to the Sri Lanka Freedom 
Party (SLFP) leader was to impress 
upon the minds of “young Ceylonese 
men and women the force of argument 


aiul (o wcati them away fiom the argu¬ 
ment ot force”.“ 

Tlii.s move also signifies the United 
Front (UI'‘) Government’s efforts to ex- 
irlore as many avr’iiucs us possible to 
re-establish it.s own politico-psycholo¬ 
gical credibility as the government oi 
ihc ‘common man’. It is also intended 
to dcinoustratc that Ijcsides fulfilling its 
policing obligations of restoring law and 
order, the UF Government is intent on 
proving the efficacy of a democratic 
struclure in :icliicving speedy economic 
development. To implement this line of 
action, .Sirimavo Bandaranaike has to 
Ircgin by convincing the UF rank and file 
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about the pace anil ilircctiori uf such eco- 
iiijiiiic <l<‘VfI<iiTjncnt. With the ‘Younj? 
Turks’ of the UF uheaily showing their 
dissatisfaction with the pace of govern¬ 
mental pertornuiiiee and complaining 
that due to the stagnant economic po¬ 
sition they eiiiinot lace theit constitu¬ 
ents,'* Sinniavo Handaran.iike seems to 
he conlionted not only viitli tlie pio- 
hlein of finding a i|iiuk solution tn lai- 
gcr econotnic issues Init also of con¬ 
taining the rank and file within her 
Front. 

The ihalleiigc jiosed hy the JVP is 
not iiiereK to goyei nineiital authority; 
its ideolognal element coupled with 
the maityi image of its ineniheis threat¬ 
ens to siihveit the broad support base 
of a Front winch was brought into 
powi-r with an unprecedented majority 
only eleyen months ago. In a way, the 
inassivi'iiess of the TJF majoiity itself 
appeals to have beeoiue .1 source of 
weakness as it amused c‘vpeclatioii.s dif- 
fieiilt to fulfil adei|iiately with the re- 
somees — hiiniaii as well as material 
at the disposal of the (aiverninont. 

It IS necess.iiv to noti- that it the mi- 
litaiy support liom ftiendly countries 
has enabled Siiimavo Bandaianaike to 
deal adeipiately with an inmii'diatf; cri¬ 
sis sitii.ition. that support cariies with 
it long-term political iinxilications with 
which she will have to contend. Such 
mililaiy assistance may as well water 
down SOUK' o( the radical postures of 
the ruling h'lont m foieign affairs. Be¬ 
sides, It is likely to nnbahmer' the intra¬ 
party e<|uihbiuini within the Fiont on 
econoinie and loreign policy kssues.^ 
And rnori' significantly, for the first time 
ill Ca'vhm’s political tinditions, which 
show that it is about the only counti'y 
111 Asia with such a long nninterrupted 
tiaditiim ol demociatie government, the 
army has assiinied a parapolitical role. 

Will the (h’lnocratic traditions and 
the political leader.ship of the country 
succeed in uaiding off the hazards im¬ 
plicit in the situation? An answer to 
tl',.-se cpiestions could perhaps best be 
atli-mpted in the contest of the antece¬ 
dents. ideology and organisation of the 

,|VI’. 

A Sudden Revolt? 

Contiaiy to popiilai assumptions, thi- 
|\T’ revolt against the IIF government 
was not sudden. 'the siolent oiitbiiist 
ol Mareh-Apiil 1971 could peihaps be 
eipiated with a volcanic eiiiption in 
which the piosiinity ol ceitain small 
lava mounds added to its intensity anil 
heat. Nor is it i-orrecl to put too much 
stress on the ‘organised’ nature of thi- 
movement, foi this can be easily achiev¬ 


ed in a countiy ol small size with an 
efficient coiniriuiiications network pro¬ 
vided that a movement has a reason¬ 
ably wide ba.se to build on. In order 
to test the validity of this argument one 
need only look into the jiolitical activi¬ 
ties of some ol the Biiddhi.st monks and 
their well-attended meetings in Colom¬ 
bo on the eve ol thi> 1965 elections. 

With an island-wide telephone net¬ 
work, fairb' well ordered mad system, 
availability ol public transpoit (one of 
the cheapest in the world) even in the 
interioi. a large newspaper eirenlation 
with an avid readership thanks to the 
high rate ol literacy (72 per cent) in 
the island, the ‘word’ was tiaiismitled 
last enough. And to cap it all, in the 
case ol the JVI’ there was no dearth of 
inlorin.ints and runners either. 

Antecedents of the JVP 

The antecedents ol the insurgi nt mo¬ 
vement fall into proper persiieclive in 
the contest ol the composilion and cha¬ 
racter of the ruling elite in the past as 
well as the measureineml of its perform- 
anis' by the dissidents who, aware of 
(heir mle in the politics ol the ballot- 
box in till- 1970 elections. devcloi>ed a 
triinendoiis sense of fnisti.tlion and dis¬ 
illusionment with the Coveinmeiil in 
the enthronement ol which they thern- 
si'lvcs had had an active hand. 

’I'll begin with, the appeal of the 
JVI’ steins fioni the mass iipsiiige of 
19.56 when the SLFF leadei, Solomon 
Handaianaiki', heiaided the accession to 
powei ol the inral Sinhalese middle 
class. Soon alter, he made Sinhalese 
the oflici.il language and fonmled two 
iiinveisilies with Sinhalese as the me¬ 
dium ol instiiiction. ’I'hus the univeisity 
portals wi re openi d to Snihali se youth 
from the luial ari'Us However, with 
the p.ittern anil pace ol econoinie deve¬ 
lopment hardly adeijiiate to meet the 
huge tnrnont of graduates, a large com¬ 
munity ol uiuMiiployed giaduates came 
into being whosi' niiinbcr was estimat¬ 
ed to be .iboiit 1S,(M)() as against the 
tot.il uiM'inploy ment figuri* of about 
7t)0.(H)t) 

■Apait lioin the lag between education 
and eeomnnie development, the pattern 
ol ballot-box polities also .seemed to be 
condneive to the siiroiiting of radical¬ 
ism .unoiig the young. During the past 
decade and .1 half ballot box politics 
leil to an eiii 'igmg two pally system in 
which till' two majoi partii's, along with 
thi-n minor paitners. seemed to have an 
almost e<iuallx stiong support base in 
the Sinhalese aieas. With the elector¬ 
ate almost evenly divided, it was the 
‘floating’ vote of the new votet — the 


18-23 year old — accounting for 
about oiie.-fifth of the total electorate' 
in the 1970 elections, which proved to 
be crucial in tilting the election results. 
The Ceylonese youth iierceived his de¬ 
cisive role in the making of government 
and .so e.xpecteil the winning party or 
front to translate, its electoral pledges 
into realities at the earliest possible 
time. 

This is not easy lor any govenunent 
III Ceylon. In fact both the major 
parties ol the island — the SLFP and 
llie Seiianayakc-led United National 
J’aity (UNI’) — attempting dlfferait 
models of growth and development 
have laced heavy odds in balancing 
eeonomie ri'alities with development 
eomimlsions. On the other hand, their 
attempts at exploiting the inherent 
eoiiilict bi'fween short-tenn demands 
ami long-U‘rni priorities for electoral 
.g.im, iiltiimitely hoomeranged against 
them as is evident fioin the unexpected 
landslide ileleal ol the UNI’ in 1970 
and the n-volt ol the JVP against the 
UF (iovemment lu 1971. .Significantly 
enough, it was iiom the politics of the 
ballol-liox that the frustration of the 
Sinlialese youth articulated itself in 
196.5 and it was tlic election of 1970 
wineh aeceleraled the groxvth of this 
f lustration. 

fn 196,5. a group of students, 
lealisiiig tliat there was no ex¬ 
isting 'pine marxist revolutionary party’ 
or parlv ol thi' masses, decided 
to mobilise the iieople. ’rhis was a 
small heginimig, but spreading out in¬ 
to nirul areas these young men drew 
into theii lold the cdueated unemploy¬ 
ed rural youth. In areas which were 
the sti-onghokls ol the Trotskyite 
Lanka .Sani.i Samaj Party (LSSP) and 
the Comniiiinst I’aity (CP), they found 
it partieiihirly easy to mobilise rural 
youth. " 

Dmiiig till- UNP regime (1965-89) 
the oig.uiisation operated underground. 
Ill 1969, accoidiiig to some of its 
iiii iiiber.s, il was ‘betrayed’ by some 
of its own eomrades belonging to the 
Communist I’arty." Their young leader, 
Bohan Wiiew'ceia was however releas¬ 
ed soon aitei the May 1970 general 
election in which the SLFP-LSSP-CP 
United Front led by 'Sirimavo Bandara- 
n.iike won w'ith an unprecedented 
m.ijiirify— 115 out ol 150 elected seats.’ 

initially, in August 1970, the JVP 
leatiers promised full support to the 
fiovernnieiit provided it .solved the 
“problem of unemployment, land¬ 
lessness of peasants, malnutrition and 
general economic problems".* However, 
almost simultaneously, they also em- 
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phasiscd that they would not be satis- 
Bed with “something” but wanted 
“everything”. Nine months after the 
election, in a public rally, the JVP 
leaders minced no words in articulat¬ 
ing their disenchantment with the Gov¬ 
ernment’s performance and came out 
into the oi>en: “We helped to form 
the UF Government merely to make 
the mas.ses realise how lutile it was to 
hope to usher in socialism through the 
parliamentary process”." 

The nine-month old UK Government 
brought about some radical changes in 
the institutional structure of govern¬ 
ment and also assumed radical foreign 
policy po.stures,"' but nine months 
were far loo short a period for 
ameliorating economic conditions. And 
its Its 200 million clash programme 
for job oppoitiinities needed was yet 
to Iructify. Moreover, witli the major 
Left parties becoming the Establish¬ 
ment and the oiDposition UNP demo- 
i.rlised by its oveiwhelming electoral 
defeat, the initiative for protest against 
established authority passed on to the 
JVP. It IS no wonder then that some of 
the areas traditionally held by the Left 
parties later emerged as bastions of the 
JVP. 

As regards the Cl’ (J’eking wing), the 
image ot its leadeiship as perceived by 
the JVP meinber.ship was aiitly articul¬ 
ated by Wijeweera when he (juoted an 
official as .saying during eioss-e.\amina- 
tioii that an establishcil Leftist leader 
(Peking wing) like Shanmiighathasan 
had not been arrested because though 
he had iircaehed ievolution he had not 
piaeti.scd it as IVP was doing.‘t 

•And how had the JVP planned 
‘levoliitioii''!* The significant thing 
about such a revolution was that 
months* before it began, virtually a 
complete blue-print of its ideology, 
stiatigy and-tactics w.is in the hands 
of the police and intelligence oflicials. 
.\s early as Jiil>-Augusl 1970 it was 
all available in bits and piect's in the 
Ceylonese picss.'“ The UF rcluctanc'e 
to come down with a heavy hand on 
the JVP at this stage, much against 
the wishes ol the police officials, was 
partly conditioned by its subjective 
assessment regarding the strength and 
intensity of the movement ami partly 
due to political limitations imposed 
upon it by a vocal section of opinion 
within the Front who believed that 
the liest way to contain the disgruntled 
youth lay not in suppression but in 
honouring some of the pledges made 
to them during the elections. 


JVP Ideology 

The ideology of the JVP as can be 
gleaned from various statements and 
publications appears to be “eclectic, in- 
coiporating the world outlook of Marx¬ 
ism-Leninism, a Miioist itch for violent 
action, a Che Cuevarist obsession with 
instant revolution, the ethnocentrism of 
chauvinistic Sinhalese Buddhism and 
last but not least the universal frustra¬ 
tion of the educated unemployed and 
underemployed".''' The JVP ideology is 
anti-elitist, anli-biireauiTatic, anti-capi¬ 
talist, anti-imi>erialist, anti-’Indian ex¬ 
pansionist’ and last but nut least, anti- 
‘ imperial ist-ti allied’ army and police. 

'file titles of the course of lectures 
given to the insurgents as part of their 
intensive baining (as revealed by the 
Ci'ylonese Ann)- Commander-in-Chief 
Jicpala Attygalle), indicate a degree of 
racist orientation. "I'lie five-lecture course 
was on five tojiies • ‘The Left Move¬ 
ment in Ceylon', ‘Is Cr-ylon Really Xn- 
dependcnl'i'', ‘Need for Revolution’, 
‘Economic Situation in Ceylon’ and 
‘Tndian Expansionism’. The last topic 
was about the economic control exercis¬ 
ed by Indians in Ceylon. 

Membership of the Organisation 

Discussing the broad nature ot the 
2().000-strong JVP membership, the Ge- 
neial further maintained that about 75 
per cent ot its members belonged to 
the age group ot 18-20, 15 per cent in 
the 20-25 age group and only 10 per 
cent were oldi'r than 2,5. With ediica- 
lion in Ceylon fiei' and compulsory iiplo 
11, three-foiirtKs ol the insurgents weie 
matriculates unemployed or under-em- 
£)loyed youth .11111 college students. The 
extent to which the JVP slogans had an 
emotive .ipjienl lor the younger age 
groups was evident from the fast iii- 
cie.ising iiiemliership of the JVP, esti¬ 
mates of which vaiied from 20,000 to 
H0,0(K). Aecoiding to one political ob- 
.server, .ipail Iroiii its incinbeiship the 
JVP bad about 850.000 sympathisers. 

While till' (JeiiiTal’s .strong disavowal 
of any' foreign hand’ in the movement 
is neutralised to some extent by Siii- 
iiiavo Biimlaraiiaike’s broadea.st of 
April 24, 1971, in vvbieh without speci¬ 
fically naming it, she dubbed the North 
Korean Embas.sy in Coli mix) us the one 
which in a way supported the rebels’ 
cause."' But thi' foieign comiionent of 
the insurgency seems to be confined to 
ideological orientation and perhaps to 
incidental support. The JVP’s base of 
support, however, is almo.st entirely in¬ 
digenous. 


Sources of Finance 

As regards its financial resources, the 
JVP has carefully <‘inphasised its non- 
affluent character though it appears to 
lie well provided for. This is evident 
Irum its transport arrangements and 
also by the fact that it published a 
weekly in .Sinhalese as well as rpiite a 
lot of other h'teiatiiie. Also, the disco- 
vi‘ry of eachi's ol bombs and other 
supiilies in vaiious iilaces by the polie<’, 
.shows that the JVP w'as not too short 
ot money. 

Accoiding to an official statement, 
the JVP's finances w-eu- raised fiy bank 
lobbciies — alioiil five to six lakhs i-l 
lupees is know'll to have gone into 
thiMi coffers this way. Besides, the or¬ 
ganisation also luisi'd some money 
through small donations at meetings 
and contrilmtioiis lioin students sympa¬ 
thetic to its cause.'" 

Master Plan of Fifth April 

The ‘master iilaii' of the JVP, hegin- 
iimg with tfie taking over ol certain 
police stations, the control ol strategic 
points in Coloinlio and the simultan¬ 
eously planned attack on the Prime 
Minister misfired, partly liecaiise ol the 
limcly action of the police and aimy 
and partly liecausc some JVP mesnbers 
seemed to liave develojH'd cold feet and 
did not turn up as iilaimcd. Even so, 
I ('ports ol effective coiitiol hy the insur¬ 
gents ol sections ot some ili.stricts and 
the icsistancc put up against the army 
and the ixilicc )xiiiit to the JVP being 
tlic greatest challenge to the power of 
m.stitiitionali.sed aiithoiity in recent Cey- 
lon(^se history. Desjiile thoii.sands ot in- 
sui gents killed .iml seveial thoasands 
abeady in j.iil. the Goveiiiiiient still 
inamtaiiis that about 2.500 ol the hard 
eoie of Ibe JVI' aie still tree, some of 
llieni inaking leady to shed lilood as 
‘siiieide sijuads’." 

Attitudes of Other Political 
Groups Regarding JVP 

It is significant to note that there is 
not a single party oi grolur in Ceylon 
w'Jiieh has come out in support of the 
insurgents. The major opposition par¬ 
ty — the UNP — jrledgetl its support 
to the Government and so did the trade 
unions, ri'ligious groiiiis and csinimeicial 
orgdnis.ations.'" This may be interpreted 
as a .strong conviefion on Ibe jiart of the 
leadership in the democratic mode of 
its political society anil to a certain ex¬ 
tent, its firm desire to maintain 
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tht; stidus t/ui). Aiul yut, the earlier 
flifTcrence in uttitiules hetween the UF 
lank anti file and the UF leadership 
tiiwaids the JVi’ needs to ))e carefully 
looked into. As eail) as August 1970, 
while the UF leadi isliip sefined to be 
OJi the defensive m its iileological con¬ 
frontation with III" |V'I'. the lank and 
file appeared siisi ejitihle to the emotive 
laetors ol "pme soti.ilisin’ and Sinhalese 
nationalism piolessed hy the JVI’. Thus, 
at a tiiiK when the Uh' learli-iship brand¬ 
ed the JVJ’ inoveineni as an instrument 
ol the leaelionaiies, the rank and file, 
while slioiigly disavowing the violent 
means piopagaled hy the JVI’, seemed 
to have hgitiniised it as a genuine new 
moveineni of the f.ell hy endorsing the 
JVI’s ohjeetives ol S|ieeding up the ra- 
diealisation proeess in the country. 

Dilemmas of the UP Leadership 

'faking into i onsideralioii the nature 
ol liei ]ioliti<.il li.iekiijg, it will he ne¬ 
cessary loi Siiiniavo llandatanaike to 
assure hei own iiaily and its coalition 
paitueis th.it she is eomiiiilled to a 
iioii-eapilalist ssstem to liiiiig about re- 
disliiliiilive jiisliee and eeonoiiiii' growth 
withiii a denioiialie set-up. As things 
aie, the silualion is far Irom easy. Ac- 
eoidnig to olliii.il ie|)orls, while the cost 
ol living in (ievloii went up by 5.9 per 
cent dm mg 1970, the island’s rate of 
glow 111 ol (iNl* went down from 5.1 
pel lent III I9(i9 to 1,1 pi'i e<‘nt in 
1970 Due to some (ioveiiiiiieiit mea- 
Slues the imvale seetoi has been more 
Ol less stilled. In the public .sector 
IHodnetion went down liy 40 jmi cent 
III 1970.'" .And to lop il all, the insur- 
gene\ m Oisloii has already led to the 
ili'stiiielioii ol piopeits worth inilliniis 
ul iiipei's 

It is III this eontesi th.il the Covein- 
ii.eiil has to eoiie with its economic 
piobletiis. \nd il it is unable to de- 
inoiistiate a salisl.ietois iH'iloimance on 
the twill issni s ol the using cost ol liv¬ 
ing ami unemiiloMiieiit. then the msur- 
genls ma\ possibK be stieiigtheiK'd po- 
liticalK III then < onliontation wath the 
Cioveiniiieiit, 

the pnbln mas not appiove of JVP 
inetlioils ol siolence but theie is little 
doubt lli.it the piiblie iiiiagi' of the JVI’ 
would be that ol a gioup ol martyrs 
who li.id died loi the eanse of the 
eonimon man. In but. an average UI* 
Ml’ might well be asked b\ his eoiisti- 
Inei.ls: 'Who .lie 'jmre' .soeiali.st.s'r* The 
sonng men lighliilg in the )imgl<‘s, with 
then lives at stake, in those elaiming to 
be pine .SOI iahsts in the comfoit of thu 
piivilegi-s they enjoy as Ml’s'i’” Others 


may ask: "Yon have shed the blood of 
the rural — pi-ihap.s misguided — youth 
in the name ot democracy. , Will that 
deniocraev bring us salvation?” 

On the I'conomic front the diletnma.s 
ol the Ul' leadership (which are almost 
eijiially shined h> the Indian leadership) 
lonld thus b.' .siinimed up in the fol¬ 
lowing qiu-stions: Is it po.ssible to have 
ledislribntive justice and economic 
giow'th m a iion-oapitalist, democratic 
framework? What are the policy im¬ 
plications 111 r(inverting an e.ssentially 
consiimiitioii-oriented economy to one 
with .1 iirodnetive potential w'lthm such 
a political sy.steiii'? Is the .system cap¬ 
able ol absoibiiig such violent uphea¬ 
vals w'ilhoni undergoing a metamorpho¬ 
sis its<‘ir? 

By loiciiig sneb (luestioiis to the fore- 
Iront, the |V1’ libels have issued a grim 
warning to the political leadershiii of 
Ce)'loii and posed a harsh challenge to 
its power stiiicture. 


Notes 

1 In a broadcast to the country on 
Aiiril 24, 1971 Premier Sirimavo 
Bandni.uiaike, acknowledged with 
thanks thi- military assistance from 
India, Britain, the USA, the USSR, 
the UAH, Pakistan and Yugoslavia. 
She also expiesse.d her gratitude 
to the "Caiveriimcnts ol Canada, 
h'eder.'il Republic ot Germany, 
.111(1 the German Democratic Re¬ 
public lor e.xpression ot their 
stiong siiinHirt at this time”. 
(,)uotcd in Sneed Naijvi’s de.spalch 
111 Utrtlf'.miin April 29, 1971. 

2 Despatch from K Nadarajah, 

ludioii April 24, 19'71. 

5 In a eonfeieiice at Hatnapura 
(Cential Piovincs'), organised as 
e.iily as August 1970, in w'hich 15 
Uh’ Ml’s paiticipated, the slogans 
laised weie hardly di.stinguishablc 
Irom iho.si' of the JVP. For 
(li'tails ol the conference ri'fer to 
('e(//(m Otiilij Newx, August 13, 
1970. Subsequently analysing the 
attituile ot the UF members after 
the Ainjiaiai Conference of the 
.SI.FP, ‘Backbencher’ in the Ceylon 
Dtiily Mirror made Ihi- following 
eommciit; "Jilveii Ml’s of the 
three parties, th<- Sri Lanka Free¬ 
dom Parly, the Lanka Sama Samaj 
I’artv and the Communist Party 
have begun to wonder whether 
their Government is adopting the 
t-orrect policies or, rather, reme¬ 
dies. In this situation it does not 
siirpiise us that the Atiha, a pro- 
Government daily has turned out 
to be the UF’s most virulent 
critic". "Shortages are a Sore 
Topic" by ‘Backbencher’ Ceylon 
DMy Mirror, March 10, 1971. 

Also see his earlier article on the 
SLFP session in Amparai, Ceylrm 
Daily Mirror, Febniary 23, 1971. 


4 This point has been very well 
brought out in Denzil Peiris’ article,' 
"Insurrection in Ceylon”, Times 
of India, April 20, lOTl. 

5 For a brief historical background 
of the JVP see “The Che Move¬ 
ment; Myth or Real” by N C, 
Ceylon Daily Mirror, July 31, 
1970 and “The Angry 20,000” also 
by N C, Ceylon Daily Mirror, 
March 2, 1971. 

6 See Latheef Farook, “Exclusive 
Interview with an Insurgent” Ceylon 
Ohseroer Magazine Section, August 
23, 1970. This point is also made 
in some detail by a Ceylonese jour¬ 
nalist, Ernest Corea, in “How the 
Ceylon Threat Grew", Sunday 
Standard, April 22, 1971. 

7 Due to the death of one candidate, 
election in one constituency was 
postponed. Later this constituency 
voted for the SLFP. So the SLFPs 
strength went up to 116 members 
plus the support of six nominated 
members in a House of 157. Re¬ 
cently the three MPs of the Tamil 
Congress also joined the UF. See 
Ceylon Observer Magazine Section, 
April 2, 1971. 

8 Ceijlon Daily News, August 11, 

1970. 

9 Ibid, February 28, 1971. 

10 A detailed analysis of Governmental 
performance ha.s been presented in 
the autfior’s forthcoming article cn- 
titlc'd “Emerging Trends in Ceylo¬ 
nese Politics”, in the April-June 1971 
i.ssue ot India Quarterly. 

11 Ceylon Observer, August 11, 1970. 

12 The UF statements of August 8, 

1970 and several slatcments of in¬ 
telligence and police officials make 
it amply clear. See for instance, 
Ceylon Observer Magazine Section 
August 9, 1970 and August 16, 
1970; Ceylon Daily Neivs August 
20, 1970 and August 28, 1970. 

13 1 am grateful lor this formulation of 
the JVP ideology to K N Kamachan- 
dran, Rese.ireh Scholar, School of 
Intcrnatioiiul Studies, New Dellu. 

14 K Nadarujali's desiiatch, Indian Ex¬ 
press, April 22, 1971. 

15 Manik dc Silva's despatch, Hindus¬ 
tan Times, April 22, 1971. 

16 Pi css conference of General Scpala 
Attv'galle, Times of India, April 24, 

1971. 

17 Times of India, April 27, 1971. 

18 See for instance the appeal by 
Mahanayake Them, the Chief Hign 
Priest of the biggest chapter of 
Buddhist monks, Ceylon Dally 
Mirror, March 22, 1971; the edito¬ 
rials in Messenger, the official organ 
of the Catholic Party, March 21, 

1971 and March 28, 1971; the news 
release of the United Plantation 
Workers’ Union of April 1, 1071 
and the statement of the Democratic 
Workers’ Congress leader, A Aziz, 
Times of InMa, April 12, 1971. 

19 Shelton Fernando, “Socialism Yet 
to be Defined”, Statesman, March 
27, 1971. 



Politics and Parties in West Pakistan 

Ashim Mukhopadhyay 

With the launching of the Joi Bangla movement in East Bengal, the first stage of Pakistan’s disinte¬ 
gration is complete. The army may win in East Bengal, hut only temporarily; the final victory will he 
with the people of Bengal. 

The question has been raised whether there is a chance of a similar movement in West Pakistan. 

In West Pakistan also the people suffer from the terrible injustice done to them by their rulers and 
the major political parties are still assuring them of immediate action. But is it possible for them to 
plunge into an armed struggle against their riders? 

An attempt is made here to discuss, in this conte.xt, the role of the major political parties of West 
Pakistan. 


People’s Party of Pakistan 

ON November 30, 1967, on the eve 
of the founding of the People's Party 
at Gulbarg, Lahore, Zulfikar AH 
Bhutto, its founder, said: “Whatever 
anyone else may do, we, of the Peo¬ 
ple’s Party must cross the barriers and 
reach the people. We will go to the 
people in humility to learn as much 
as to teach. Once the people are mobi¬ 
lised, we can march forward together, 
hand in hand towards our destined 
goal.” Bhutto spoke of the "intolera¬ 
ble spread of corruption which is sap¬ 
ping the moral fibre of the nation” and 
explained that the PPP’s economic 
programme aimed at social justice: 
ownership of all key Industries to be 
vested in the people, all the basic in¬ 
dustries to be nationalised and the 
public sector to include banking, in¬ 
surance, transport, production of elec¬ 
trical energy, fuel resources and explo¬ 
itation of the mineral wealth of the 
country.' 

In his book “Political Situation in 
Pakistan”, Bhutto argues that although 
more than two decades have passed, 
no attempt has been made to ameli¬ 
orate the lot ol tlie common people. 
On the contrary, they have been kept 
tied to the lowest rung of the social 
ladder, The burden of taxation has in¬ 
creased, weighing heavily on the mid¬ 
dle classes. According to Bhutto, 
“Not much differences were there bet¬ 
ween the conditions of Kuomintang 
China and those of Pakistan”. Des¬ 
cribing the misery of the masses, he 
says : “Racketeers who fearlessly adul- 
ter,ite food and swell their ill-gotten 
wealth by blackmarketing goods have 
lost fear of punishment . . . trains are 
held up in broad daylight and passen¬ 
gers are robbed whilst regular gun bat¬ 
tles rage for hours between dacoits 
and police.” Bhutto also laments the 
restrictions placed on the press and 
condemns the repressive measures taken 
against thi- student ciimmunity. “The 
Government’s voice alone is that of 
truth and it is spread nauseatingly by 
Nazi-style propaganda in the controlled 


pi ess, over the radio an3 on the tele- 
vision”,“ 

The PPP sought to make capitalism 
its iirincipal taiget. Early last month, 
at a press conference in Karachi, 
Bhutto said : “The new capitalist class 
that has come into being in Paki.stan 
has ruthlessly robbed the common 
people, misusing the foreign aid, the 
intern.il and external resources of 
Pakistan, for monopolising wealth with¬ 
in their limited groups who happen 
to be mainly in West Pakistan.” 
Bhutto rejected the Government’s 
claim of economic progiess and said: 
“The claims of great economic progress 
are based on dubious figures. It is 
established that the average Pakistani, 
whethei in West or East Pakistan, has 
grown poorer since the ‘wonderful’ 
planning under capitalist auspices 
began.”’ 

But the PPP’s campaign in the gene¬ 
ral elections has clearly showed up the 
gap between its ideas and activities. 
Its bastion has proved to be the area 
which, incidentally, includes the pre¬ 
sent national capital at Islamabad, 
Rawalpindi and the provincial capital 
of Lahore. In these areas with com¬ 
paratively more industries, middle and 
lower middle classes have a strong 
base. It is the middle bu.sincssmcn, 
small traders, peddlers, educated and 
technically trained unemployed, the 
uiban poor and intellectuals who arc 
the mainstay of the party. They had 
one thing in common: hatred of the 
capitalists and they responded to 
Bhutto’s call because they genuinely 
fill exploited and harassed by thi.s 
class. 

FliUlMI. E.XI'I.01 lA'IION 

It is interesting to note that the 
capitalists in these areas have been, 
from the very beginning, opposed to 
Bhutto’s PPP and a substantial number 
of them belong to Mun Miimtaj Dau- 
latanu’s Council Muslim League. They, 
together with some landlords, financed 
the Council League and have been 


protecting it against a possible on¬ 
slaught by the PPP after the latter's 
emergence as the biggest and most 
aggressive party in West Pakistan. This 
will explain why Bhutto's men were 
So active in the.se areas. In feudal 
Punjab, the PPP used the same tac¬ 
tics. Allhough, according to Bhutto, 
capitalism and feudalism are his two 
main targets of attack, he avoided such 
slogans during his tours in the remote 
villages of West Punjab. There, the 
imineibate problem ol the wretched 
peasantry w.is feudal, not capitalist, 
oppression and exploitation. Yet, in 
the speeches delivered by the PPP 
leaders, the capitalists were the most 
frequently mentioned class and feuda¬ 
lism either came second or third or was 
not inenlioned al all. Most of MNAs 
and MPAs of West Punjab, who 
won the elections on the tickets of 
the PPP, are of feudal origin. Even 
the central committee of the party, 
foiincd recently, has a fair number of 
the landed gentry. 

Co-i(i»r.ii\ I ION Oi i- i .a Br.i.uco 

But it will be doing less than justice 
to Bhutto if it IS alieged that he is 
Ircing deliberately unkind to the capi¬ 
talists. In his speech at the first con¬ 
vention of the PPP, Bhutto welcomed 
a united movement of the political 
parties ior the restoration of i>eoplc’s 
democratic lights and for putting an 
end to the ‘■|noll^lloils icononiic sys¬ 
tem of loot and plunder which the 
regime has lauded as ficc enterprise”, 
Bhutto suggested that the situation in 
the country nifered a common ground 
to all opposition political parties, what¬ 
ever their differences, for fruitful co- 
opeiation with one another without 
hesitation.* Ihit Bhutto's ]>ost-elee- 
tioii activities show that he has 

started to think along lines diametri 
cally opjxtsite to his election pledges. 
His newly created People’s Guards 
have become a pioblem to his op¬ 
ponents, with whom he was earlier 
promising to co-operate. 
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On March 24, 1971, the Multan city 
PPP organised a special meeting of 
party workers. It was addressed by, 
besides the local leaders, Major-Gene¬ 
ral (rtd) Akbar Khan, secretary of the 
People’s Guards. In his spi ed), Akbar 
Khan di.scIo.sed that in Sindh alone 
Ihiee lakh tribesmen were jcady to 
get their names ngisiercd in the Peo- 
ph-’s (aiaids IapI.mmiii:; tlie .Scheme, 
he sail! lhal the Peotile's Guards 
would keep a constant watch on 
the Govcrnnnnt machinery and 
expose coiiupl ollieials so that an 
honest and cic.in administration could 
funelion in the country. Another im- 
poriant task of the People’s Guards 
would be to defend the frontiers of 
the country. For this, camel corps in 
Sindh, cavaliy hiigades in Punjab and 
naval squadrons in Karachi would be 
set up to mci't any eventuality" It 
IS interesting to note here that Akbar 
Khan had once planned to invade 
Ka.shmir and annexe it What he did 
not disclose was that the People’s 
Guards had a third mission—to cow 
down Bhutto's opponents, particularly 
the Qayiini and Council Leaguers and 
the NAP in the NWFP and thus 
create fresh PPP pockets in these 
areas. 

I'llIM, Ml SlfllNI.lII 

Tin game has already started. The 
recent clashes in Karachi, Lahore, 
Multan and .some other areas of West 
Pakistan, which the press has been 
describing as "gangsterism" oi “scuffles 

beluei-ii two eioiips ol new employee.s”, 

are much more than just that. They 
aic part of a trial of strength between 
the PPP and its opponents. The NAP, 
I he l.ima.it i Isl aim and the Muslim 
Leagues seem to have taken the for¬ 
mation of the People’s Guards very 
M iioiisb and aie det'iiiiined to crush 
It On M.iieh at. 1971 Kli.aii Abdul 
W'.di Kh.in .ind (ili.iiis Uii\ Bezenji) 
ol the pio-Moscow NAP and Mufti 
Mahmud of famiat-Llloma-c-Islam issu¬ 
ed a press statement and hinted thnt 
instead of foimmg a national Govern¬ 
ment Ihiough the National Assembly, 
attempts wen being made by ceitain 
interested sections in collaboration with 
the PPP to imposi the "elective des- 
polism ol III, iii.iioiits i).iit\. The 
PPP. they said, was eager to revive 
the old one-umi idea but Ihe smaller 
provinces of West Pakistan, including 
Sindh, would not accept it again. "To 
put the clock back would only increase 
bitteines.s and hatred between the peo- 
t'le of the region.” Mobashir Hasan, 
a membei of the PPP’s central com¬ 
mittee promptly refuted this allegation 


against his party and in a press state¬ 
ment on March 23, 1971 said: “We 
do not want to resurrect the one-unit 
idea. We are committed to full provin¬ 
cial autonomy for all five provinces of 
Pakistan."* 

Hasan’s simple statement could bi- 
appreciated, but it is a fact that even 
alter liis denial nf the allegations 
made against his party, the People’s 
Guards have been “guarding” the PPP 
by killing, arson, loot, etc. It may be 
that Bhutto is afraid of the NAP and 
the Oayurn League because they arc 
no less inililunt than his party. If this 
is the ca.se, then he may somehow 
justify the activities of the People’s 
(hiaiils, blit if be has anyfhing more 
serious like the one-unit idea in his 
mind then he cannot blame others for 
emphasising the case for provincial 
autonomy. If he is not prepared to ac¬ 
cept the Awami League’s overall majo¬ 
rity in the National Assembly because 
it is based on one province, he can 
hardly expect that his less decisive 
victory in the Punjab and Sindh enti¬ 
tles him to speak on behalf of all the 
piovinces of West Pakistan. Nawabzada 
Nasrullali. the president of the Pakis¬ 
tan Democratic Party (West Pakistan 
wing), also expressed the same view. 
At a press conference in Lahore on 
February 2(), lie said lhal since botli 
the Six Points and the PPP’s Islamic 
Socialism were incompiatible with the 
Legal Frame-Work Order, it was the 
duty of the President of Pakistan to 
t.'ike stejis to ensure that the liilure 
constitution would be framed in ac¬ 
cordance with the letter and spirit of 
the LFO. Thus in the West also there 
Is challenge to Bhutto’s claim to un¬ 
disputed leadership.^ 

The formation of the People’s Guards 
may protect the PPP from attack by 
its opponents but what is the way to 
s.avc the party from internal chaos and 
confusion? Factional fights have been 
going On among the hard core follow¬ 
ers of the PPP. For instance, on Febru¬ 
ary 26 several persons were injured 
in a serious clash at Lyallpui between 
two rival groups led by Syed Tahir 
and Mukhiar Rana.* Both are influen- 
ti.il ineinbei'. ol till' Pl’F. .Similar inci¬ 
dents are taking place almost every 
other day in different parts of the 
country and if they aic allowed to 
continue, the PPP, instead of captur¬ 
ing power, will be a victim of an end¬ 
less series of splits. 

Sindh United Front 

High expectations were raised 
among the common people of Sindh 
by Ihe formation of the Sindh United 


Party, following the overthrow of Pre¬ 
sident Ayub Khan. The main aim of* 
the SUF was given out as the dis¬ 
memberment of West Pakistan as a 
single unit and the revival of the old 
province of Sindh. G M Syed is a 
veteian leader of West Pakistan and 
he has played a very important role 
in the formation of at least three poli¬ 
tical parlies—Sindh Awami-i-Mahaz, 
National Party and National Awami 
Party—which, in their turn, contribut¬ 
ed much to the progress of organised 
political activity m West Pakistan, 

On each occasion, including that of 
the biith of the SUF, Syed pledged 
to work for the welfare of the Sindbi 
masses and of the people of Pakistan 
as a whole, for restoring democracy 
and autonomy and for establishing an 
ide.il led lalion ot self-governing na¬ 
tional teriiloiies. But he has never 
been able to complete his mission. Not 
only was the political .silitafioii adverse, 
but Syed himself was responsible for 
his failure He lacks determination and 
patience and, therefore, prefers com¬ 
promise to confrontation. Moreover, 
though his staunch followers still see 
in him an intelligent politician, he is 
really a very coiifu.sed man. One very 
recent instance to explain why he was 
So hopelessly routed in his own strong¬ 
hold during the last elections may be 
mentioned here. 

.SsMiiMi.K Episode 

On the occasion of Sheikh Mujibur 
Rahman’s first visit to Karachi after 
his release in the Agartala conspiracy 
case, the SUF organised a colourful 
function at the Hotel Inter-Continental, 
Many of the old politicians of the 
province like A Khuro and Pirzada 
Abdus .Sattar could be seen occupying 
the fioni seals .U the meeting. But 
ball an boui Liter when the people were 
moving into the adjoining lounge for 
a cup of tea, some students rushed 
in and liegun to rai.se slogans against 
Kliiiri) .iiid I’lr All Mohammad Ra- 
shdi who too had made his appear¬ 
ance by then. Syed rebuked the stu¬ 
dents for trying to break up the unity 
of Sindh. 

This episode is symbolic of Syed’s 
timidity and inability to appreciate the 
great change that has come about in 
the thinking of the young intelligent¬ 
sia in Sindh during the last decade. 
The students had raised slogans against 
Khuro and Rashdi because these two 
jHiliticians, in tlieir sordid game of 
power politics, had not hesitated to 
destroy Sindh. The students were sot 
prepared to condone the crime of 
these politicians who had bartered 
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away the autonomy of their province 
*to further their personal purposes. 
Syed, on the other hand, was seeking 
the support of all these influential per¬ 
sons to build up a formidable alliance 
against the rising might of the PPP. 

Syed’s attempts, however, ended in 
a fiasco. Khuro, when he learnt that 
Khan Abdul Qayiini Khan had suc¬ 
ceeded in winning over the patronage 
of a Central Minister, decided to throw 
in his lot with the Council Muslim 
League and Kazi t'aziullah, another 
old hand at changing political loyalties, 
preferred to remain with the- Conven¬ 
tion Muslim League. So when Sindh 
went to the polls, it had a large num¬ 
ber of parties in the held and different 
feudal landlords were /oining one patty 
or the other to continue their family 
rivalries. Even Pir ,Mi Mohannnad 
Rushdi decided to contest the elections 
as an Independent and told his inti¬ 
mate friends that once he gets into 
the Provincial Assembly he was bound 
to emerge as the future Chief Minis¬ 
ter of Sindh. Syed was thus left all 
alone. All the men on whom he relied 
in spije of stiff opposition from the 
younger section of his party betrayed 
him. When the results of the elections 
were announced, the PPP had smash¬ 
ed all the opposing groups with the 
exception of the Oayum Mirslim Lea¬ 
gue, which meant the Pir of Pagaro. 
The most signilicant development was 
the elimination ol Syed who lost his 
secuiity deposit. 

CiiiLAT Mistake 

Another great mistake that Syed 
committed was his zealous propaga¬ 
tion of the Six-Point Programme of 
the Awami T.eaguc. Even in his 
speeeh that was broadeast and teleeasl 
on the eve of the elections, he siip- 
porteU the Six Points. He said: “1 

submit that the SUF has struck a 
middle course; n.amely, maximum pro¬ 
vincial autonomy to the provinces 
where the masses of Pakistan actually 
live, as advocated by Sheikh Mujibur 
Uahiiian in bis Six Points."" On the 
occasion of Mujibur Rahman's visit to 
Karachi after his release in the Agar- 
tala case Syed had presented the 
Sheikh with the traditional embroider¬ 
ed ‘Sindhi Chaddar’. Besides, in almost 
all his election meetings he linked the 
Sheikh's philosophy of autonomy with 
his own. The common people of 
Sindh could not undeistand how it 
would serve their interests to support 
the cause of the Bengalis and so be¬ 
came .'iceptifiil ol Syed’s mental 
balance. The PPP exploited the situa¬ 
tion. Its spokesmen told the Sindhis 


that .Syed was attempting to imple¬ 
ment the Six Points in the adminis¬ 
tration ol West Pakistan and thus 
helping the Bengalis to convert it into 
a colony of theirs. The local PPP 
leaders said that as the Awami League 
had no effective organisation in the 
West-wing and as its chances of 
winning the elections there were very 
remote, Syed was committing a great 
blunder by supporting the Sheikh's 
cause. 

Thus Syed’s preaching of the Six 
Points and the PPP’s continuous, well- 
planned propaganda isolated the SUF 
in a very narrow corner of the elec¬ 
tion arena. It would have been much 
better for the future of the SUF if 
Syed had realised the futility of con¬ 
necting ihe Six Points with the ques¬ 
tion of Sindh’s autonomy because the 
liequent refeiences to the latter alie¬ 
nated the masses. There is definitely 
some logic in the PPP’s stand. It is 
a fact that Ihe Awami League got its 
mandate not from the people of West 
Pakistan, but of Bengal, not on the 
slogan of Joi Pakistan but of Joi 
Bangla. If, Ihercfoie, it had to operate 
within the framework of Pakistan, it 
had to do so only as a partner with 
others. Syed’s pessimism and lack of 
confidence has once again been re- 
flccied in his recent political stand. 
Fcaiing that his leaning towards the 
Awami League would incur the wrath 
of both the Government and the PPP, 
he has settled in Afghanistan leaving 
his iollowers to their fate. The ques¬ 
tion of Sindh and the SUF's participa¬ 
tion in a united movement will not, 
therefore, aiT.se in the immediate 
fuiure. 

National Awami Parties 

Both the pro-Moscow and pro- 
Peking National Awami Parties of 
West Pakistan aie passing through a 
grave crisis and seem to be incapable 
of any decisive action. The fate of 
the NAP IS altogether different from 
that of other parlies. No other politi¬ 
cal party had so impressive an edifice 
to liegiii with and none pussilily couUl 
claim to have been such an ideal 
breeding ground lor \aried political 
activities and parties. Once a journa¬ 
list from Ea.st Bengal told me that the 
NAP was the country’s biggest politi¬ 
cal show case." In 1957 Maulatia 
Abdul Hamid Khan Bhasani, who was 
the then President of the Pakistan 
Awami League, oecided to start a 
new organisation. His allegations 
against Hossaui Sahid Suhrawardy, 
another founder of the Party and the 
then Prime Minister, was that the 


latter had been pursuing a foreign 
policy aimed at the Americanisation of 
the entire country. The Maulooa also 
condemned Suhrawaidy’s domestic 
policy and argued that the West Pakis¬ 
tanis should not be allowed to make 
East Bengal their colony. The Ben¬ 
galis had to be granted full provincial 
autonomy.’" It is an irony of history 
that Sheikh Mujibur Rahman, the 
then General Secretary of the Awami 
League and a devoted lollower of 
Suhrawardy, could not support the 
autonomy movement of Maulana 
nha.sani. One of the arguments which 
the Sheikh often put forward at that 
time was that Suhrawardy’s rise to 
power was equal to the extension of 
niiiet)-eight iK-r cent aiitonniiiy to East 
Bengal.'-’ 

The Maulana received an unpreci-- 
deiited rc.siJoiise to lii.s call from both 
wings of Pakistan. Leaders of the 
Pakistan National Party, namely Mian 
Iftikharuddin, G M Syed, Abdus 
Samad Khan Achakzai and Khan 
Abdul Ghallar Khan, all came to 
Dacca to attend the Convention called 
by the Maulana. The Ganutantri Dal 
ol Mohammad Toaha, who is now the 
I’resicleiit of Pntl),i J’akistan Commu¬ 
nist Parly (M-L) also joined Bhasani. 
On July 26, 1957, amidst the cheers of 
their followers and .shower of brick¬ 
bats, sodawatci bottles and bombs 
from the Awami Leaguers, the new 
party, the NAP was boin inside a 
local cinema hall. In Fiis speech the 
Maulana said, “It is your party, it is 
your mouth-piece, it is your weapon. 
Come and join it, make it more and 
more sharp eveiy day, so that it can 
be easily thrust into the breasts of the 
leactionaries.’’". 

Coiini-;< 1 Assls.smeni 

The next important event m the 
NAP’s career was its teleniless move¬ 
ment against the dictatorial regime of 
Ayub. From 1966 to early 1969, the 
NAP and its tributaries, the Sramik 
Federation, the Knsak Saraity and the 
two gioups of the Student’s Union 
carried on a bloody struggle against a 
suiienor enemy, the Government. 
Politically the country was then a 
mess. In the East, the Convention 
Muslim League, led by the Governor, 
Monaem Khan, had let loose a reign 
of terror. Nurul Amin, the ex-Chief 
Minister and a prominent member of 
the National Deniooratic Eionl, had 
started another jxilitical adventure in 
Ihe form of the Pakistan Democratic 
Movement which in the end was to 
sabotage the Round Table Conference 


971 



May 8, 1971 


ECONOMIC AND POLITICAL WEEKLY 


of March 1969 arid help Yahya’s rise. 
Above aJl, ihc Awaini League — its 
supreme leader Mujibur Kahman having 
been ariesled — was in a moribund 
slate. In the West, the Council 
Muslim League and the Jamaat-i-Islami 
haa been indulging in a fratricidal 
quarrel and ihc new-lxirn PPP had 
started playing a very dutiious role. 
Amidst all this confusion, the NAP 
alone played a correct and decisive 
role. 

bven th( critics of the Maulana in 
the Awann League h.ivc admitted that 
the late of their leader, Sheikh Muji- 
bui Kahman, might have liecn dilfe- 
leiit had iheie not been the deter¬ 
mined .igitation by the NAP demand¬ 
ing his fieidom. Maulana Bhasam's 
lull- dining the leceiit talks between 
Y.ihya Khan and Sheikh Mujibur 
Kahman at Dacca also proves his 
iindeistandmg of the cunents and 
cioss-curients of Pakistani politics. 
While the Awami Leaguers were 
vainly waiting for a compromise with 
the Martial Law Authoiities, Maulana 
Bha.sani had iio such illusions about 
the intentions of the ruling cla.ss. On 
March 21, at a pre.ss conference at 
Punchlaish, Mymensingh, he said: 
"Vahya is the enemy of Bengal. What 
IS theie to talk to him about again? 
We must accei>t the demand of com¬ 
plete autonomy loi Bengal. If he 
dares 1 el use 1 want to make him 
undcistaiid that 1 shall start a war of 
libeiatuin, much mure tierce than that 
in Vietnam."'' 


IssOIIMlH'S I AlU.l. 1 .IMIl'A'lIONS 

However, the NAP also has its 
limitations anil thesu seem to be 

msurniounlable. 11 is now divided 
into two gioups, the pro-Peking group 
led by I he Maulana himself and the 
pin-Moscow group led by Khan Wall 
h hall and Mozall'ai Ahmed. This 

diMsion has crippled tlie paity as a 
strong political force. The pro- 

Moseow taction still maintains that 

the Maulana's appioval of cx-President 
Ayub’s toieign policy and his viola¬ 
tion ol the P.iiiy’s tionstitution have, 
loiced il to qinl his camp.** There 
may l>c .some truth in this allegation 
becau.se the M.iulana could not sepa¬ 
rate his love of China fiom Ayub's 
Chin.i policy. But it is also a fact 
that Mozaffar Ahmed and his followcis 
weic losing interest in a confrontation 
with the Government and were hoping 
for a bloodless restoration of demo- 
ciatie lute. But it is not the depar- 
luie of Mo/alTar Ahmed or Khan Wall 
Khan but that of Mohammad Toiha 


anil .'Midiil lluij which lias really clip¬ 
ped the wings of the Party. Toaha 
was the General Secretary of the pro- 
Peking NAP. He was also the presi¬ 
dent of the East Bengal Labour Fede¬ 
ration, while Huq, the experienced 
■e.isant leader, was the secretary of 
the East Bengal Pea.sant Organisation. 
Following their departure in early 
1970, these organisations were split 
into several hostile groups and the 
Awami League felt encouraged to 
start parallel organisations. 

iMevi.i- OF ,Sri.iT 

The imsfort lines of the pro-Peking 
NAP in East Bengal have greatly in¬ 
fluenced the policies of its counter¬ 
part in the western wing. There the 
party leaders are so cautious about 
police repression that they have openly 
rejected Maulana Bhasani's demand 
for an independent East Bengal. For 
instance, C R Aslam, Secretary- 
General ol the pro-Peking NAP (West 
Pakistan), told a press conference in 
Lahore on December 11, 1970 that his 
party vv.is committed to Pakistan as a 
single political unit. According to 
him, Maulana Bhasani’s demand for 
an independent Bengal had not only 
threatened to destroy the very image 
of the Party, but had “damaged the 
pobtieal consciousness and determina¬ 
tion of the people with which they are 
stiuggliiig for the establishment of 
mazdoof kishan laj in Pakistan’’.*' 

The ino-Moscow NAP in West 
Pakistan is al.so in a moribund state. 
In the leceni general elections, it 
could sccuic only six scats m the 
National Assembly. Of these, three 
were fiom Baluchistan and three from 
tile North-West Frontier Piovince. 
One main reason ol this poor show, 
according to the NAP leaders them¬ 
selves, IS the growing strength of the 
PPP in the politics of West Pakistan. 
Anothci impoitant reason, which the 
NAP leaders arc ashamed to acknow¬ 
ledge, is the insincerity of some of 
Iheii old colleagues who did not stay 
111 ihe party in its most critical hour 
hut joim-d other parties to better 
Iheii iirospeci Thus Mahmud Ah 
Oasiiri and his followers have left the 
.\ \l’ anil loim il the I’PIL Qasuri 
has been made the vice-Chairman of 
the PPP and has also been nominated 
by Bhutio as a member of the PPP’s 
C onstitution Commission. 

The depauure of Qasuri greatly 
weakened the NAP and placed it in 
a very awkward position on the eve 
ol united Pakistan’s first and last 
cncial elections. Qasuri’s departure 


affected the entire organisation. The 
Secretary of the Punjab provinciah 
NAP gave a statement to the press in 
which he said that as Qasuri had 
worked long as the chief of the West 
Pakistan NAP, his victory should be 
considered as NAP’s own. This 
statement caused great resentment 
among the anti-Qasuri members of 
the party and further weakened its 
organisation in the three provinces of 
Baluchistan, Punjab and NWFP. 
Mutual distrust and ill-feeling between 
Khan Wall Khan, the party president, 
and Arab Sikandar, the Chief of the 
NVVFP NAI' e-veeutive body, is fast 
glowing and the day is not very far 
away when the rivalry between these 
two must break the pro-Moscow 
NAP into two.** 

Notes 

1 Mubashar Hasan, “People’s Party 
of Paki.stan: Foundation and 
Policy”, Lahore, 1967, p 5. 

2 Z A Bhutto, “Political Situation 
in Pakistan’’, repmued in New 
Delhi by Vcsh.isher Prakashan, 
1969, pp 4-7. 

3 Statement of Bhutto at a press 
conference at Karachi on Match 2, 
1971. 

4 Mubashaii Hasan, o/i cit, pp 6-7. 

The Hun. Karachi, March 24, 

1971. 

6 I hid. 

7 Ei’eniiig Star, Karachi, March 25, 
1971. J'hc Pakistan Times, 
February 27. 1971. 

8 Ibid. 

Speech of G M Syed, Novembei 
19. 1970 

10 Ibid. 

11 Interview with Amanullah (APP), 
July 1970. 

12 Oaten, Fi bruaiy 13, 1957. 

13 Interview with Dhirendra G Saha 
ex-Secrctary of the Narayangange 
city NAP’s Cultural Committee, 
.September 10, 1970. Letter of 
Puriiendu Dastidar, pro-Moscow 
NAP leader of Rangpur, East 
Bengal, July 28, 1970. 

14 Speech of Maulana Bhasani at the 
first Convention of the NAP, July 
26, 1957. 

Natitn Desk, lessore, March 23, 
1971. 

16 Letter >f Purnendu Dastidar, 
irp cit. 

17 Mominn News, December 12, 
1970. 

18 Report from a political correspon¬ 
dent in Banular Bani, Dacca, 
January 1, 1971. 


972 



ECONOMIC AND POLITICAL WEEKLY 


May 8, 1971 



annoincei? 

a drastic ndumra til fores! 


Air-India offers heavy reductions 
under our Affinity Group Travel 
Scheme. For many sectors, the 
reduction amounts to over Rs. 2000/-. 

What is an affinity group? 

It is an association that has been in 
existence for 6 rponths prior to travel 
with a common objective or activity 
other than travel. In case of travel to 
the Americas the association must be 
of at least two years standing. 

Examples: Educational institutions like 
schools or colleges of Arts, Music, 
Science, Engineering, Medicine, 
Catering; professional groups like 
associations of lawyers, physicians, 
surgeons, pathologists, teachers, 


artists; clubs like the Lions and the 
Rotary Club, sports associations, 
gymkhanas, choirs, dramatic and 
musical groups etc. 

Minimum requirements: 

If you are a member of any of the above 
affinity groups for a minimum period 
of 6 months prior to travel you may be 
entitled to the reduction. You have to 
travel together throughout your journey 
and your group should not be smaller 
than 15 persons. 

Besides the large reduction under our 
Affinity Group Scheme, Air-India gives 
you that extra something, if you haven't 
been abroad in the past 3 years. 


AFFINITY GROUP FARES (All lares In Indian Rupees) 


TO 

BOMBAY 

CALCUTTA 

DELHI 

MADRAS 

Normal 
Return Fare 

Aflinily 
Return Fare 

Normal 
Return Fare 

Affinity 
Return Fere 

Normal 
Return Fare 

Affinity 
Return Fare 

Normal 
Return Fare 

Affinity 
Raturn Fare 

AMSTERDAM 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

FRANKFURT 

PARIS 

8984 

4189 

-4189 

6732 

_ 67K 

4713 

4713_ 

5984 
. 5984 

4189 

4ua 

6650 
_ 6650 

4655 

PRAGUE 

5984 

4189 

6732 

4713 

5084 

4189 

6650 

4655 

GENEVA/ZURICH 

5895 

4127 

6646 

4653 

5895 

4127 

6561 

4593 

ROME 

5233 

3664 

6027 

4219 

5233 

3664 

5899 

4130 

MOSCOW Direct via DELHI 

4986 

3491 

5633 

3944 

4938 

3457 

5652 

3957 

„ via MIDDLE EAST/EUROPE 

7704 

5393 

8498 

5949 

. 7704, 

5393 

8370 

58^ 

LONDON 

6070 

4249 

6821 

4775 

6070 

4249 

6736 

4716 

NEW YORK 

9210 

5603 

9615 

5963 

9210 

5603 

9615 

5963 

KUALA LUMPUR 

2915 

2041 

2207 

1545 

2736 

1916 

2339 

1638 

NANDI 

8849 

6055 

8073 

5652 

8649 

6055 

7987 

5591 

PERTH 

6133 

4294 

5561 

3893 

6133 

4294 

5471 

3830 

SINGAPORE 

2915 

2041 

2385 

1670 

2915 

2041 

2339 

1638 

SYDNEY 

7015 

4910 

6441 

4509 

7015 

4910 

8354 

4448 

TOKYO 

5912 

4139 

5206 

3645 

5604 

3923 

5427 

3799 

Per full details and a list 



Kindly send me your free literature on the 



of ciher stations to which 
thasa faras apply, post this 
coupon to any of our B6 
offlcas loeatad closest to 
you or your Travel Agent. 


Affinity Group Travel Schema. 


Hama . 

Membe. cl 
A<id’.»>;r!. 
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Over the decades... 

since 1781 we have earned recognition 
as the pioneers in India in Foundry 
Practice, Manufacture of Railway 
Rolling Stock & Track Material and 
Structural Steelwork. 

In the short time since we were 
recognized hy the Government of 
India as an Export House we have 
won firm acceptance abroad as well; 
the value of export orders secured 
by us in 1970 alone is well over 
Rs. 20 crores which includes: 

Railway Wagons for Yugoslavia and 
East Africa, Castings for U.S.A. and 
Yugoslavia, Fabricated Steelwork for 
Hew Zealand and Refractory Materials. 



Towards 200 with 
a new zest ! In the years 
ahead and with the 
deYelopment work now in 


hand we are confident of 


reaching new markets at 
home— and abroad, with an 


expanding list of precisely 

engineered quality products. 



BURN & CO. LTD. 

Martin Burn House 
12 Mission Row, Calcutta 1 
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Emerging Political Style 

ONE of the first major acts of the new Central Government returned to power 
with an unassailable majority in Parliament, has been to revive its power* of 
detention without trial. This, incidentally, was not one of the items of the 
Congress parly’s 10-point programme. The Maintenance of Internal Security 
Ordinance issued on May 7 gives the Government powers of arbitrary deten¬ 
tion identical with those it enjoyed under the Preventive Detention Act, which 
it had allowed to lapse last year to buy the support of the Leftist parties. As 
under the Preventive Detention Act, the Ordinance empowers the Central and 
State Governments to arrest any citizen and hold him without trial for as long 
as a year. The only formality required to be fulfilled is a review by a Gov¬ 
ernment-appointed advi.sory board. Even after the expiry of a year, there is 
nothing to prevent the Government from rearresting the person—and so on 
indefinitely, if necessarj'. 

Why has the Government been in .such a hurry to ann itself with these 
powers? Ijcaders of some opposition parties have expressed the fear that the 
powers would be used against the Government’s political opponents. But 
which political opponents? Surely, not those in the organised political parties 
which were so completely routed in the elections that it is ridiculous to ima¬ 
gine that the Government would be in such haste to assume extraordinary 
powers a,gainst them? No, it is not a threat from these parties that the Gov¬ 
ernment is providing against—not primarily at any rate. Evidently, the exam¬ 
ine of the armed in.surrectioii by the Janata Vimukthi Peramuna against the 
Bandarnnaike Government in Ceylon (in suppressing which our armed forces 
have played a good neighbourly role) has not been lost on the Government of 
India. Tt seems determined not to repeat the mistake of the Ceylon Government 
111 underestimating the threat posed by the JVP. But what is significant is that, 
tor all the brave talk of removing poverty and achieving social justice, the 
(Joverninent appears to be proceeding on the assumption that the discontent 
among certain .sections of the people, which already expresses itself in aimed 
violence in some parts of the country, will progressively get aggravated. Nor 
can it be honestly maintained that this assumption is invalid, judging by such 
indications as one has of the Government’s intentions and capabilities in the 
direction of achieving a reasonable rale of economic growth and equitable 
distribution of the fruits of groivth. 

Faith ill political ploys has not hi'en given up, ot course. Close on tlie 
heels of the Internal Security Ordinance has come the take-over of the manage¬ 
ment of general insurance companies, preparatory to their nationalisation. The 
trick has worked; criticism hy the Leftist political parties of the Security Ordin¬ 
ance has given place to applause fur the insurance nationalisation. I'he tactic 
is becoming familiar: occasional acts of nationalisation and general fretting and 
fuming against monopolies and concentration of economic power to win the 
stipiiorf of the mass of the people and ominous talk of the threat from 'extre¬ 
mists’ to get the hacking of industrialists aiul the better-off sections of the 
population. What place is there in this scheme for serious effort directed at 
raising the rate of investment and growth, expanding employment and reducing 
economic and social inequalities? 

In this context it is interesting to sec how careiully tlie ground is being 
prepared for a minimum-effort budget later this month. In his interim budget 
in Match, the Finance Minister had given the impression that the budget proper 
would see a substantial increase in the Plan outlay for 1971-72 over the level of 
Rs 1,980 crores provided for in the interim budget. Now it is being suggested 
that this would not he possible, after all. Many excuses are being advanced, 
most important among them being the financial burden on the Government of 
looking after the refugees from East Bengal. Simultaneously it is being sug¬ 
gested, one*' again contrary to what the Finance Minister had implied in the 
interim budget, that the possibilities of raising additional tax revenue are very 
limited. Strenuous searches for .souices of additional taxation appear to lead 
again and again only to higher excise iluties on ‘items of luxury consumption’ 
like refrigerators ! As against this, the Government is reported to be consider¬ 
ing giving a measure of tax relief to the ‘middle-income groups’ falling in the 
annual income range ol Rs 10,000 to Rs 20,000. It must he a very special 
measure of income distribution by which this group can he tlescribcd as ‘middle- 
inco.ne’ and .some very .special norms of equity by which this thoroughly under- 
taxed section can be made to appear a.s deserving tax reductions I 

How specious is the plea of tax saturation is exposed hy I S Gulati in his 
article published elsewhere in this issue. Gulati is not suggesting any ultra¬ 
radical measures. What he is asking for is simply the end of the molly-coddling 
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of the Hindu Undivided Family, a de¬ 
vice tailor-made for tax avoidance, 
preventing of those with large non- 
agricultural incomes from passing 
chunks of these as tax-free agricultural 
income and, finally, scrapping of the 
tax exemptions, made more generous by 
the Prime Minister herself last year, 
vdilch have got built into the personal 
tax system in the name of encouraging 
savings "but the cost of which to the 
exchequer, according to Gulati's calcu¬ 
lations, makes any additional saving 
that residt.s from them absolutely not 
worth the candle. These possibilities 
are not iinkfiown to the Finance Minis¬ 
ter and his arlvisers, but they are un¬ 
likely to be grasped. Meanwhile, the 
lament alK)iit lack of tax sources will 
continue. 

The pointers are clear: the Govern¬ 
ment hasn’t the will to force out a high 
rate of investment from the economy; 
instead it chooses to buy popularity by 
directly and indirectly subsidising the 
very sections of the people which 
should be bearing the brunt of the 
burden of development with social 
jn.sfice. It is interesting to see how the 
extension of the Ckrvermnent’s activities 
has begun to explicitly $ub.serve this 
end. The operations of the Food Cor¬ 
poration arc a case in point. Food pro¬ 
curement and the building up of a 
buffer-stock of fuodgrains were con¬ 
ceived of us dr'vices to enable the Gov¬ 
ernment to substantially insulate the 
rate of investment in the economy from 
fluctuations in food output. But whnt 
we havr- now is a price support ope¬ 
ration to assure high prices to the 
larger cultivators with surpluses to sell. 
And since the con.sumer is not expected 
to pay these prices, a regular subsidy 
out of the Government’s budgetary re¬ 
sources becomes unavoidable. For .some 
time after the 1967 elections it was 
thought that this kind of ‘defection’ 
from developnu’nt was the consequence 
of the weak political position of the 
luliiig party and the Government but 
trow it appears that the massive majo¬ 
rity won in the last elections has 
changed nothing. 

Actiialh’, thi.s seems to he a whole 
political style shared by Governments 
with Leftist pretensions in many deve¬ 
loping countries. 

UAR _ 

C»ntr«s of Power 


ALY Sabry’s abrupt dismissal as one of 
the two Vice-Presidents of the UAR on 
May 2 has been followed by the de¬ 
parture of some of the key members 


of the Egyptian Cabinet. Whether this 
mass departure was deliberately engi¬ 
neered by Sadat or whether it was a 
protest walk-out by men in conflict with 
Sadat’s prjlicies, external as well as in¬ 
ternal, is not clear. But one point is 
very clear. Sadat—like any political 
leader who was originally nominated to 
power due to expectations of amenabi¬ 
lity and an ability to take decisions col¬ 
lectively, but turns out to have the 
capacity for independent action—has 
become increasingly conscious about 
consolidating his power base so that he 
may carry through his policies without 
opposition from what are now regarded 
as immediate subordinates rather than 
colleagues. 

Opposition to Sadat’s policies became 
pronounced after his attempt at pushing 
through his proposal for a closely knit 
Arab Federation with Syria and Libya. 
This proposal had to be watered down 
to allow only a loose federation due to 
strong opposition in the 150-man Cen¬ 
tral Committee of the Arab Socialist 
Union (ASU)—the ruling party. Sadat 
had undercstiinated the extent of ‘Egypt 
fir.st, Arabism afterwards’ opinion with¬ 
in the party and the country, which led 
to this serious set-back for him. But 
he was not slow to react. On May Day, 
Sadat made a very blunt speech stat¬ 
ing that he would not allow the rise of 
"power centres’’ within his regimi*. 
Twenly-lour hours later he had dismis¬ 
sed Sal>ry. Although Sahry, who has a 
long record of being strong-headed, was 
the most obvious focal pomt for opposi¬ 
tion to Sadat’s policies and position, he 
was obviously not the only centre of 
power in Sadat’s Government. The man 
who headed the procession of resigna¬ 
tions was the Minister of the Interior, 
Sharawy Goma, who is known to have 
been one of the most powerful—and 
silent—men in the Egyptian Cabinet, 
having a deep knowledge of all politi¬ 
cal happenings within the country and 
exercising considerable control over poli¬ 
tical movements within the ruling party 
and outside it. As Interior Minister he 
also had the facilities of the state ma¬ 
chinery of control—the internal intelli¬ 
gence, police and security services. His 
resignation might mean that Sadat felt 
confident enough to push Goma towards 
a confrontation by demanding a loosen¬ 
ing of the .stale iKjlice apparatus. Faced 
with the stork choice of standing up to 
Sadat or resigning, he probably chose 
the more prudent course as he would 
probably have been dismissed In any 
ease. For the moment, Goma and the 
other ministers seem to have been 
caught napping. There is as yet no evid¬ 


ence of their having formed a' cabal to 
overthrow Sadat 

In fact, the various ministers zuy 
have resigned or been pushed into K- 
signing for different reasons. Goma, i>ro- 
bably due to Sadat's demands for aid¬ 
ing the political surveillance of citheens 
by the police; Mohammed Fawzy, the 
War Minister, possibly because he felt 
that Sadat was concentrating too much 
on a diplomatic solution to the Egyp- 
tian-Israeli conflict and so sapping the 
morale of the armed forces; Sarny 
Sharaf, the Minister for Presidential 
Affairs, because of misgivings about 
Sadat’s overtures towards the United 
States and Mohammed Fayek, the 
Minister of Information, because Sadat 
wants a revamping of the Egyptian pro¬ 
paganda machine towards more subtlety 
and les.s stridency. The Secretary-Gene¬ 
ral of the ASU, Abdul Abul Noor, and 
other office-holders of the party have 
also resigned. With so many resignations 
Sadat’s power base does not seem too 
firm. But looked at another way, Sadat 
is no longer totally encumbered with 
men who were carry-overs from 
Nasser’s years in isower. Sadat, how¬ 
ever, retains the support of two men 
who can he regarded as his stalwarts, 
Mahmoud Fawzy, the present Prime 
Minister and former veteran diplomat, 
and Mahmoud Riad, the Foreign Minis¬ 
ter. They are the architects of Egypt’s 
new diplomacy which has been con¬ 
ducted with a flexibility unknown in 
Nasser’s, lime, hut they do not have 
inueh standing within the party. 

Mc>n like Sahry and Goma are, how¬ 
ever, still a potentially strong force. 
They could still stir up considerable 
opposition to Sadat’s plans. This might 
prove dangerous to Sadat's position as 
President. Perhaps Sadat has been too 
decisive and moved too fast for his 
owm good, although he has undoubted¬ 
ly been sincere in taking these bold 
IHjlicy steps for what he believes to be 
his country's good. 

General Insurance 

Room for Moro Efficiency 
—and Honesty 


so general insurance is to be nationa¬ 
lised, after all. The Government took 
over this week the management of 106 
general insurance companies, including 
42 foreign companies. Formal nationa¬ 
lisation will follow the enactment of 
the necessary legislation by Parliament, 
The companies are to be grouped 
under four corporations, though how 
India Reinsurance Ckirporation will be 
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fitted into this pattern is not clear. 
The grouping into four corporations 
will be facilitated by the foot that 
Bombay, Calcutta, Delhi and Madras 
all have a fair number of insurance 
companies. Since the official announce* 
ment speaks of the intention to en¬ 
courage competition among the four 
corporations, it docs not seem to be 
the idea that they should function ex¬ 
clusively within their respective zones. 

Pending take-over of ownership and 
framing of a scheme for payment of 
compensation, a formula has been 
devised for providing interim compen¬ 
sation for take-over of management. 
It otters Rs 2.50 per Rs 1,000 of net 
premium during 1969 to foreign 
insurers and to Indian insurers which 
have not declared a dividend, and one- 
rwelfth of the average profit during 
he years 1967 to 1969 to other 
insurers 

It is tempting to see the decision to 
nationalise general insurance as a cur¬ 
tain-raiser to other dramatic develop¬ 
ments — such as the abolition of privy 
purses or legislation to render the 
fundamental right to property less 
immutable than the Supreme Court’s 
judgment in the celebrated Golak Nath 
case is supposed to have rendered it. 
But the significance of the general 
insurance take-over lies less In its 
being an advance, major or minor, in 
the direction of socialism than in the 
possibilities it holds of reorganising 
general insurance business on more 
efficient and honest lines. A few 
insurance companies have so far domi¬ 
nated the insurance market and, over 
the years, the insurers, linked to one 
business house or the other, paid out 
under the counter “commissions” for 
business received from the controlling 
groups. Recently, the commission 
rates were slashed on Government 
initiative and insurance executives now 
claim that the consequential increase 
in profit during 1970 would be of the 
order of Rs 6 crores. The estimate 
may not be so wide of the mark con¬ 
sidering that the biggest general 
insurer. New India, has reported a 74 
per cent rise in net profit — after tax 
and other statutory provisions — for 
19701 Comment on the extent to which 
expenses were padded in earlier years 
IS superfluous! 

Unlike in life insurance where tti» 
fact of expiry of time or of death 
determines a claim, in general insur¬ 
ance a claim depends not only upon 
the risk materialising but on the cause 
being covered by the policy. To some 
extent, therefore, general insurance 
requires flexibility in operation. While 


marine and Are insurance cover mostly 
business risks, motor insurance covers 
a large number of individuals. More¬ 
over, despite cartellisation (particularly 
in fire insurance), insurance-writing is 
an art, and the ability to gauge risk 
is a skill acquired over years. 

It IS in this context that the deci¬ 
sion to form more than one corpora¬ 
tion is justified. It will give the in¬ 
suring public an opportunity to choose 
its insurer on the basis of service 
obtained. At the same time, competi¬ 
tion to obtain business and to settle 
claims will be limited by the need to 
show profits. One waits to see how 
the new corporations handle these 
problems. 

This decision is also of some signi¬ 
ficance as an experiment in the evolu¬ 
tion of control and management of 
publicly-owned corporations. General 
insurance is a highly competitive inter¬ 
national business — though, of the 
three lines (marine, fire and accident) 
marine is the only truly internationally- 
done business; so far as fire and acci* 
dent business is concerned, it has only 
local significance and a local monopoly 
can be ensured fairly effectively. Yet 
even in these activities an international 
link is maintained through re-insurance, 
and, as figures show, Indian insurance 
companies have been making a net 
foreign exchange earning through treaty 
and other re-insurance. 

Natural Gas 

Behind the Formula 


FIVE years ago, when V K R V Rao 
made his gas price arbitration award. 
It should have been obvious that, for 
all the economic window-dressing, the 
gas price issue could never be resolved 
by any economic formula (such as the 
award's much-debated “cost plus 
profit” calculation). Being a problem 
in bilateral monopoly, with ONGC on 
the one side and Gujarat Government 
on the other, a situation would emerge 
in which public opinion, bargaining, 
and finally an arbitrator (who would 
use extra-economic factors such as 
regional equity to reconcile conflicting 
interests) would become inevitable. It 
may not be a mere accident that there 
can be many obviously ‘economic’ 
criticisms of V K R V Rao’s approach 
or that the price he arrived at was 
midway between what ONGC, as sup- 
[dier, and Gujarat, as purchaser, had 
asked for at the extremes. 

The Rao awafd had in fact tactfully 
left room for future re-interpretation 
and arbitration. It had fixed the price 


on the basis of ‘estimated* costs (be¬ 
cause the wells were still to start pro¬ 
duction) and made the proviso that, at 
the end of the award’s five-year period, 
the price could be adjusted for ‘actual* 
costs and production figures — and 
made effective retrospectively. It ie 
this provision that ONGC is now try¬ 
ing to use to revise its price upward 
— to Rs 80 per 1000 c m for the next 
five years in addition to Rs 26 per 
1000 c m to make up for past under¬ 
payment. ONGC cannot be unaware 
that such a unilateral upgrading by it 
will not be acceptable; it must there¬ 
fore hope by such action to set the 
pitch at which the price is finally 
negotiated. It cannot be difficult for 
its financial wing to suitably allocate 
cost figures to prove its point — especi¬ 
ally since ONGC is a bi-product sup¬ 
plier and crude oil, the other product, 
has a controlled price fixed on import 
parity. Two other considerations must 
affect ONGC’s expectations. The life 
of the gas wells is now thought to be 
shorter than was originally anticipated; 
and ONGC’s exploration costs are turn¬ 
ing out to be rather high. Last year, out 
of the 90 wells it bored, 17 turned out 
to be dry. The burden of these non¬ 
starters will have to be passed on to 
the producing wells — unless Govern¬ 
ment undertakes to subsidise ONGC’s 
exploration and development activities 
which account for two-thirds of its 
costs. 

In such circumstances, it is to be 
expected that ONGC would argue for 
a gas price that is close to the price of 
alternative fuels (for which Gujarat is 
unfavourably placed), while Gujarat 
State (representing the interests of 
consumers, mainly the State Electricity 
Board, the Gujarat State Fertiliser and 
other industries) would argue for a 
price based on the marginal costs. As 
before, a new arbitrator will have to 
examine the costs and financial break¬ 
up provided by ONGC, fit them into 
an ‘economic’ formula, and arrive at a 
price that is in effect a negotiated 
price. However, in interpreting the 
upper limit for the price, it may be 
well to consider not the price of alter¬ 
native fuel in Gujarat but the price of 
the alternative fuel in the area of its 
production — such as coal in Bihar — 
so as to guarantee to Gujarat the loca¬ 
tional advantages related to its fuels 
and to prevent the fostering of a cost- 
plus inefficiency in ONGC. On the 
other hand, ONGC must be conceded 
at least a price that will cover its 
overall operations. Or else, Govern¬ 
ment will have to subsidise ONGC’s 
exploratory and developmental work. 
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BUSINESS 


The Floating Mark 


EXACTLY one and a half years after 
the revision of the D-Mark parity to 
settle the currency crises of 1968-69, 
a new speculative wave has spread out, 
with D-Mark again acting as the focus 
of currency speculators’ activities. This 
time the repercussions have been 
broader, affecting more currencies. 
Failing to carry its EEC partners (main¬ 
ly France) with it. West Germany has 
had to float the D-Mark unilaterally, 
and the Netherlands has followed suit. 
Austria has revalued its currency by 
5 per cent and the Swiss Government, 
using its freedom (acquired only last 
year) to change the parity of its cur¬ 
rency, has revalued by 7 per cent. 
Belgium has adopted an ingenious two- 
tier parity system, supplying its cur¬ 
rency at the official rate for commer¬ 
cial transactions and letting it float in 
the speculative mariiet. The Japanese 
are nervously shielding the yen which 
has in the past escaped the pressures 
to which other currencies have been 
subject. 

The genesis of the present currency 
crisis is the continued weakness of the 
US dollar which led to a massive run 
from it to the D-Mark, that symbol of 
currency strength. West Germany had 
revalued the 1>-Mark by 8.5 per cent 
in October 1969 after a short experi¬ 
ment in flouting. It was then expected 
that there would be a better balance 
in international trade to lend stability 
to the newly-fixed currency parities 
(UK and France having devalued ear¬ 
lier). In deference to this hope, the 
IMF even arrived at a settlement with 
South Africa for restricted acceptance 
of Its gold at the official price. 

However, these expectations weie 
not fulfilled. With the US time-table 
for withdrawal from Vietnam cons¬ 
tantly lengthening and the US Ad¬ 
ministration’s inability to control 
domestic inflation, the American 
balance of payments has remained 
weak. Despite the revaluation. West 
Germany has maintained its favour¬ 
able balance on international account. 
And Japan has been unobtrusively 
piling up huge foreign exchange re¬ 
serves. 

It is this situation which blew up 
into last week’s crisis. The crisis 
showed both the failure of inter¬ 
governmental organisation to arrive at 
a workable solution and the non¬ 
existence of automatic arrangements to 
prevent or moderate such crises. The 
crisis was also a test of the EEC coun¬ 


tries’ resolve to follow a united policy. 
However, the West German proposal 
that all EEC countries float their cur¬ 
rencies was not acceptable to the 
other members. Apart from the fact 
that no country likes a revaluation of 
Its currency, floatation would have 
placed the EEC currencies in a situa¬ 
tion of uncertainty, hampered inter- 
EEC trade and left the door wide open 
for large arbitrage transactions within 
the EEC group and between it and the 
outside world. West Germany’s reluct¬ 
ance to float unilaterally arose from a 
fear of the impact of the move on its 
farmers — since the D-Mark support 
puces would go down to the extent of 
the revaluation. But in the face of 
the French opposition to joint floata¬ 
tion and even to compensation arrange¬ 
ments for West German farmers. West 
Germany had to give in and float 
alone. 

IMF, to which unfixed currency 
parities are anathema, has, Canute- 
like, refused to recognise the situation 
and continues to hope for an early 
return to a fixed parity system. It was 
apparently taken unawares by the 
sudden crisis and had no solution to 
offer. The crisis has thus brought into 
open the sterility of IMF’s thinking. 

This time the currency crisis has also 
underscored the anomalous position of 
Japan, which is the only country which 
seems to be able to have both a high 
growth rate and a balance of payments 
surplus. Adopting a low posture 
lapan has tried to avoid the attention 
of currency speculators to itself. How¬ 
ever, the yen remains a strong currency 
and any delay in its revaluation will 
make an eventual adjustment more 
drastic. Evim today the realistic value 
of the yen would be nearer 300 yen 
lo the US dollar (against the present 
360 yen) and a reform could usefully 
be linked to the introduction of a 
heavy yen (equivalent to, say, 100 pre¬ 
sent yen). 

The yen’s position shows that the 
seeds of a new currency crisis lie just 
below the surface of the present one. 
It IS in this context that a general cur¬ 
rency conference could usefully be 
convened by IMF to consider measures 
to prevent new crises from emerging 
and laying down guidelines for action 
to meet them. It appears that an up¬ 
ward revaluation of yen by about 
10 per cent, of D-Mark by 5 per cent 
and of Belgian franc and Netherlands 
guilder by about 3 per cent over their 


existing parities would meet the 
situation. 

In the long run, two changes in 
IMF ideology are necessary. First, the 
fluctuating band needs to be enlarged 
to 2J to 3 per cent either way against 
the existing 1 per cent. Second, IMF 
should more readily accept floatation 
of currencies and should also be more 
active in promoting small upward 
changes in currency parities. For this 
it needs to have an acceptable index 
for determining the inherent strength 
of currencies (for example, relative 
movements in prices and productivi¬ 
ties). The annual IMF sessions can 
then be used to discreetly suggest to 
some members small — 2 to 3 per cent 
— upward revisions in parities. In¬ 
stead of burying its head ostrich-like 
in Bretton-Woods sands, IMF needs to 
work out new arrangements to deal 
with new problems. 

Polyester Fibre 

No Prospect of Price Cut 

I’OLYE.STEK fibre was developed on a 
eoiiimereial scale only around 1955, but 
since then it has made rapid strides and 
al iire.scnt it is the most commonly used 
synthetic fibre next to nylon. Unlike 
nylon, which is mostly produced as fila¬ 
ment yarn, about 65 to 80 pei cent of 
poK-e.slei Is produced as staple fibre. 
Polyester in staph' fonn can be readily 
lilnided with cotton, wool or viscose 
ra\on lo provide fabrics of vastly im 
proved properties. This together with 
I eduction in cost of fabric due to use 
III blended fibres explains the unasually 
lapid growth in the consumption of po¬ 
lyester fibre which is expected to soon 
overtake nylon. 

Pruduetiun of polyester fibre in India 
was started in 1965 by Chemicals and 
Fibres ul India, a subsidiary of ICI, 
with an initial capacity of 2,000 tonnes/ 
year which was subsequently expanded 
lo 4,500 tounes/year. The capacity is 
now being stepped up to 6,100 tonnes/ ■ 
year. Though a small quantity of poly¬ 
ester filament yam is being produced by 
two of the nylon manufacturers, CAFI 
will remain the sole producer of poly¬ 
ester fibre for at least another year be¬ 
fore a second unit, that of Indian Orga¬ 
nic Chemicals, commences output some¬ 
time in 1972. Both these imits use the 
conventional process developed by ICI 
(UK), while the third unit being set up 
by the Jaipiirias at C^aziabad (estimat¬ 
ed completion date Septembw 1973) 
would employ the West German Videers’ 
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process of continuous polymerisation 
and dMW .'A 

pos^ >9' OAUn ii Ifla^ **0 - " 

rialiae aind % ■(^niW ^atp tlidtf fbis 
woiMWw \if '■$»■ W-'b ^ pi^c sec¬ 
tor. ■ •• • . ■ ' 

Totid osCbnated ottfput of «B 
three tinits by' 197S-T4 would be around ' 
IS.OQP- tonnes against an estimated‘de- 
manS «f about a0>000 toimes.' 
hnwoee*'> depends on dm ^amj^etka 
schedule of the public sector Indian Pe¬ 
trochemical Corporation’s DMT unit at 
Baroda, DMT being one of the nraln 
raw materials for iwlyester fibre. Growth 
of consumption of polyester fibre in the 
past has been around 40 per cent per 
annum and this i.s likely to be even fas¬ 
ter in future. The extent of unsatisfied 
demand is indicated by the substantial 
premium the fibre enjoys in the market, , 
CAFI’s balance-sheet adequately bears 
this out; Its shares have always com¬ 
manded a premium and the rights issue 
now proposed by it —- 8.s part of Jhe 
capacity expansion deal, ICl's holding 
is being reduced by about 5 percentage 
points — is likely to be over-subscribed 
several times. 

All this, however, is the result of the 
sheltered conditions in which our indus¬ 
tries thrive. Against international prices 
of about Rs 8 to Rs 11/kg our polyester 
fibre price is around Rs 55/kg. This is 
partly due to excise duty (about Rs 53/ 
kg) and partly due to the high cost of 
raw materials, prices'of which are almost 
twice international prices. There are as ' 
yet no agreed estimates of future requi¬ 
rements cl, polyester fibre and we still 
continue to import nearly Rs 100 crores 
worth of cotton annually. It is anybody's 
guess whether any price reduction (at 
the retail level) would at all take place 
even after all the three polyester fibre 
units Start worktog at full papacity- 

Jesaop 

LiviiHt Off RM«rv«s 


THE 1969-70 accounts .of JeSsop re- 
fiect the spnty plight of the mgine^ng 
indu-stry in 'West Bengal. Sales declin¬ 
ed from Rs 14 crores in 1968-69 to Rs 
10.63 crores in 1909-70. The company 
had in 1968-^9 made a nominal profit 
of Rs 1.28 lakhs before depreciation', in 
1969-70 the loss before depreciation was 
Rs 178.63 laldu.. The company has ad- 
lusted the loss against reserves, reduc¬ 
ing reserves from Rs 3.06 crores to Rs 
1.41 crores. However, this cannot con¬ 
tinue for long; the company needs to 
work out other solutions to its problems. 

Being a large structural engineering 
and wagon-building company, some oi 
Jessop’s problems can be blamed on the 


recession and the railways’ jputchase 

coogpmy dteg ^ything to ketg) Itself , 
afloait sn dfiBOult- times? 

jmars. ha<^*jd9ee fts- SiMd 
assets haVe not increa^d by a corres¬ 
ponding amocut, it is pbVious that the 

b(8iMi,used^Jo^ twnrrot ■w»k-: 
ing. lit it '^ snentlonM ta <}« Directors' 
report -thsit the compiny had to obtain 
another Rs 1.S crores fiapt .Stale Bank 
on Government guaranteed to dope with 
its sadly depleted liquidity positiott. The 
company has threatened to Issqe- further 
ordinary- and preference abajres but 
will anybody other than ID9I and Gov- 
ernrnent be suckers enough to take them ; 
up? 

Two otiier items in the aoWurits raise 
doubts about the compai|y'f manage¬ 
ment. Though sales dec4h»d by almost 
, Hs 3.39 crores, purchases..dedlried only 
marginally by Rs 34 'lal^ - (from Rs 
6.80 crores in 1968-60 to Rs 6i40 ctores) 
and the increase In inventory was mar- 
ginal (from Rs 6.39 fcsdres to Rs 6.77 
crores). Second, receivables remain un- 
■ duly, large, being , Rs 6.28 crores as at 
October 31, 1970. These form more 
than 00 per cent of the year's sales. 
Clearly there is a strong case for com¬ 
petent management audit of the compa¬ 
ny. Should not IDBI or the Govern¬ 
ment act? 


tion^l cjtporterp The answer to -this illu- 
iRa^ Rib ssegresRve '.segiMmia gf eco- 
niiiic -measures that oftw Itflow to 
mt^ up for a planned Invtotamst dui 
has, gone astray. Hit by the Ruae-year 
rocessipa in fSte engtocering and coal in- 
idnstries—whidh are d>e major ceaBiumers 
of wire ropes—exposb became a matter 
of snrviyal Tor the wire lope industry. 
Wldr dficiol assistance, it thus increas¬ 
ed exports from Hs“ 08 lakhs in 1967- 
66 to Rs 9.8 lakhs in 1968-69 and Bs 
175 lakhs to 1969-70; the industry con¬ 
sequently showed signs of recovery in 
19^-70. The industry’s aggregate profit 
in that year was Rs 9 lakhs, against a 
loss of Rs 51 lakhs in 1968-69. A fall in 
exports when dome.stic demand con¬ 
tinues to be low will leave the industry 
with nowhere to go. 

Even if it were to try to become 
competitive, it suffers from two basic 
handicaps: Initial underutUisation and 
chronic raw materials shortage. Ucences 
were issued on the basis of the Planning 
Commission's estimate of demand for 
wire ropes pt 40,(X)0 tonnes by 1970-71. 
There are now nine imits in the indus¬ 
try, with an installed capadty of 86,240 
tonnes per year; their capacity utilisa¬ 
tion wa.s 39 per cent in 1908 and 47 per 
cent in 1969, In 1970 the indnstry uti¬ 
lised Only 50 per coni of its installed 
capacity despite the resumption of the 
Fourth Plan, In Fact, the present do- 
mc.stic demand is only slightly over 
10,000 tonnes. 


j/fire Ropes 
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RejornRIirR Cqvatlons 

THE , wire rope Industry has suffered, 
as freim February 20, a major cut to 
the -dpty drawback bn its exports—from 
Bs 453 to Rs 13145 per tonne of un- 
galvanised wir6 ropes and Rs 157 per 
tonne of galvanised wire ropes. The 
cut in drawbadc,' the industiy' claims, 
will bring a major crisis to it In recent 
years, exports have been the mainstay 
of the industry, and they were made 
po.ssible by 'the bigh cash subsidy, 
toms' duty drawback, and import re- 
pltaiishment given to the industry. Now, 
unless the cut in the drawback is res¬ 
tored, the industry maintains, ft can¬ 
not fulfil its export commitment till 
A.pril 15 as that was based on the 
earlier level of drawback. 

The point is that, even before the 
cut in drawback, there Iwd been a de¬ 
terioration in the industry’s ejqxirt per- 
tormance. There is little doubt, there¬ 
fore, that now wire rope exports will 
fall considerably below this year's target 
of Rs 250 lakhs. Why did such an 
eminently uncompetitive industry get 
chosen for promotion as a non-tradi¬ 


Mcanwhile the raw material shortage 
continues and has to be met often on 
an ad hoc 'basis. As against the estimat¬ 
ed requirement of 3 lakh tonnes of 
MS wire rod?, the industry receives only 
75,000 tonnes. The supply of high car¬ 
bon wire rods is also both inadequate 
and poof ip .quality. According to the 
industry, surface defects—such as laps, 
seam .cracks, fins, etc—-are common. 
However, the Government has penmit- 
ted imports of wire-rope quality wire 
rods up to 35 per cent of requirements 
after firm orders have been placed with 
the indigenous producers for the bal¬ 
ance of 65 per cent. Further, in view 
ot the shortage in indigenous supply, 
Government announced in Septem¬ 
ber 1970 that licences — in addi¬ 
tion to the original 35 per cent 
.—woidd be i.ssued on an ad hoc 
basis to the extent of 50 per cent of 
the total consumption in 1969-70. 
Government’s calcidation may be that 
tbo.se are major compensatory conces¬ 
sions to the industry to improve Its 
competitive ability in the international 
market, and that, in any case, with in¬ 
vestments now under way for the 
Fourth Plan, domestic demand for the 
wire rope industry should pick up again. 
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CAPITAL VIEW 


The Current Mood 

Romesh Thapar 


WHAT’ does it matter if there have 
been no Cabinet meetings on Bangla 
Desh. What does it matter if the Afghan 
Ambassador, representing a strategically 
placed land in South Asia, fails to get 
an interview with the Prime Minister for 
several months. What does it matter if 
the second Saturday in May is observed 
as a holiday in ministries concemtid with 
the developing crisis in the East. At 
least we have had another expansion of 
the Council of Ministers — and the 
Union Cabinet can now Iwast of U S 
Dixit as n member. 

Irrelevancies notwithstanding, UN 
teams have been holding intensive dis¬ 
cussions on the question of refugee/ 
evacuee prohleins in the. East. Obvious¬ 
ly. the cost of such an operation — 
something in the neighbourhood of 2-3 
crores of rupees per day — could not 
be pulled out of India’s empty purse. 
Nor does Indira Gandhi’s statement 
about the return of the refuget!S/eva¬ 
cuees make any sense. The UN will 
have to act. 

Indeed, a mature handling of the 
Bangla Desh crisis would have helped 
to internationiilise the issue at the Unit¬ 
ed Nations. Such a development would 
have put the Pakistan army in the dock 
and compelled respect for humanitarian 
and democratic norms. Now we lue 
busy finding scapegoats for our inaction 
— and, of cour.se, appealing for assist¬ 
ance to cope with the tens of thousands 
crossing onr Iwrders every day. We 
seem’ fated to post-mortems of the de¬ 
pressive variety. 

However, we arc not all in this mood. 
C Subramaniam. the new Planning 
Minister, has protnptly left this country 
to attend .some insigniiicant dietary con 
iercnce in the. USA. It wiis an engage¬ 
ment planned when “C S” had little else 
to do. We have always been devotees 
of foreign tours. Who can serk)u.sly 
argue that another couple of weeks of 
stagnation and confusion at the Planning 
Commission will ilo irreparable harm to 
the country. After all, he is providing 
us something of his mind through fre¬ 
quent press conferences abroad. 

Seldom have we been so out of touch 
with the goings on at Yojana Bbavan. 
What was the brief “C S” received from 
the PM? Is the Commission to be an au¬ 


tonomous body or a governmental de¬ 
partment? Why the delay in announcing 
the names of the members of the Com¬ 
mission? Are battles on between what 
are now described by incorrigible gos¬ 
sips as “Kashmiri Quarters” and “Tamil 
Trios"? 

Facei s of the Ciusi.s 

As the probe pushes deeper, new fa¬ 
cets of the crisis are revealed. We are 
now importing all manner of things we 
thought wc had enough of, even soda 
ash. New capacities have not been li¬ 
censed for various strange, reasons. 
From one khictwi to another khichri. 
No one understands the sweeping pro¬ 
visions of the enactments to curb mono¬ 
polistic and restrictive practices. Econo¬ 
mists Irelicve that Company Law undei 
an inspired leader who constantly mum¬ 
bles the mantra, “Big and Bigger is 
Bad, Small and Smaller is Satisfactory”, 
has .succeeded in cutting the industrial 
growth rate by 1.5 per cent. When the 
Naxal movement takes national roots, il 
would do well to pay tribute to these 
untiring, unconscious allies. 

Now, ev<‘n if we, l>egm to invest in 
the economy, we will find that our kc-y 
public sector base (Steel and Heavy 
Engineering) is unable to produce the 
materials urgently needed. Despite the 
endless talk from the Ministry entrust¬ 
ed with this sector, massive steel and 
machinery inqrorts will have to l>e sanc¬ 
tioned. The drain on our foreign cur¬ 
rency resources is likely to be of a kind 
most damaging to the stability of the 
rupee. And all because there is too much 

LETTERS TO EDITOR 


ROMESH THAPAR ("A ‘Routine Trans¬ 
fer’ ”, May I, p 895) has done well to 
expo-se the stinking game of petty poli¬ 
tics that is gradually being inducted 
into the civil and administrative servi¬ 
ces by self-seeking politicians and 
racketeers. The summary removal of 
Srichand Chhahra is merely an indica¬ 
tion of the deeper malaise that is gra¬ 
dually eroding ail respect and regard 
for ^e civil services. The fact that 


talk and too little attention to new and 
bold method.s to achieve performance. 
Maybe, when “CS” returns, he’ll set 
some deadlines for performance—or 
else the sack for the talkers. 

What of the economic ministries? The 
statistics advanced by an uncertain For¬ 
eign Trade Minister have been describ¬ 
ed as designed to mislead and misin¬ 
form. whatever that may mean. Petro¬ 
chemicals is under new leadership, 
whatever that may mean. So is Defence 
Production. And Industry. Only Agri¬ 
culture is being cultivated by an old 
tenant—dear Fakhrnddin Ali Ahmed. 
Even Yeshwant Rao Chavaii says he is 
going to pnive himself young and dyua- 
niic in Finance. The general picture 
suggests that wc are all a booming 
affluent society with plenty of shock* 
ahsoqitiun. 

Indira Gandhi must be stirring out 
of this day dream. The electorate in 
the Union Territory of Delhi has deliver¬ 
ed the first reminder of its maturity and 
sophistication. Voting the Jan Sangh 
hack to power in the municipal elec¬ 
tions — a month after tlefeating every 
Jan Sangh candidate in the national par¬ 
liamentary lilcctioiis — the people have 
pioved that they are not the rabble 
they are made out to he. They can vote 
not only on spei-illc issues but also in 
different political, economic and social 
contexts. 

A galling thought lor the Congress 
politicians. Maybe, we can still drive 
some solid sanity into them. Maybe not. 
Even on the icy crags, below the peak 
of Everest, power hunger and i>etty ma¬ 
nipulations have landed tlie latest inter¬ 
national expedition in a sordid scandal 
ami killed one ol oin most gutty climb¬ 
ers. 

May 10 


Clihahra was removed without any for¬ 
mal inquiry, examination or evaluation 
ot the facts and circumstances under¬ 
lines the grim fact that even in the 
civil service it is the jwliticiaii with his 
bag of tricks who reigns supreme, in 
ah.soliite disiegard of the people in 
whose name all the notorious pranks 
are played. 

The I’rime Minister has been empha¬ 
sising the need for a committed civil 
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service in the country. “CuBunitteJ” 
is not merely becoming a controversial 
term, subject to various interpretations, 
it is alho becoming a dirty word in our 
nationa] life. Coiniiiitt<-(l to what? To 
Hie policies and i>rograninies of the 
ruhng party? Coiiiniitted to the people 
who occupy the positions of power? 
Committed to the manipulators who 
move the pawns behind the scenes? 
Unless we realise? the basic tact that 
die only commitment of a civil service 
must be to its duties, its functions and 
hi the general interest of the public, it 
will not be possible to have a de-dicat- 
ed aiul devoted team of civil servants. 

Arbitrary action, political interfer¬ 
ence, nefarious designs of intrigiu? and 
stealth, cynical manipulation by petty 
politicians for whom politics, far from 
being an opportunity for public ser¬ 
vice, is a profession, w'ill not bring 
afiout a sense of commitment to the 
public good among the civil service. 
The arms of the political octopus uie 
long. Their victims are in the Univer¬ 
sities (K N Raj in Delhi University and 
Agnrwul in Kanpiir Univeisity), in mu¬ 
nicipalities (I B D’Souza in thi‘ Bombay 
municipality). 

Thapar has done well to underline 
the fact that we “have h<‘en crawling in 
the dung and diit of centuries" because 
of the discount we place on eflieienes’, 
intelligence and coinuiitinent to duty 
and hard and sincere work. Thcie is a 
premium on intrigue and go.ssip, not 
merely in the capital, but right down 
to any college, univiTsity or eoniiiany 
ofRee. Faction-mongering and gossip- 
mongering flourish along with financial 
and iKilitical gains loi the enterprising 
piomoters of the nefarious filth, while 
the steady and detlicated ar<' bypassed, 
dismi.ssed. imule to retire on health 
grounds or, finally, there is a 'Tontine 
liansler". Demociatie puiges...! One 
can almost hear Stalin laugh. 

Rajicnoiia K Ankjs 

Bombay 
May 4 

For an Even More Beautiful 
New Delhi 

1 WAS appalled by Romesh Thapor's 
propaganda efloit on behall of Srichand 
Chhohra, till recently piesideiit ol the 
New Delhi Municipal Committee (“A 
'RouHne Transfer’ ”, May 1. p 895). 
Chhabra ia clescrihed as "one of our 
outstanding administrators” and “uiinost 
a national figure". According to Tha¬ 
par, “if we had more like him [Chhu- 
bra] w« would not be crawling in the 
dung and dirt of centaries”. 


High praisF, indhed. And’what Iia.s 
Srichand Chhahra done to deserve it? 
Why, he has “beaiitCed’’ tW Capita]. 
As a recent visitor to the Capital, I have 
sonu- idea of what this beautification 
has consisted of — the spending (5f 
large sums of public money on things 
like fountains. But let that pass. Let 
us also not question Rome.sh Thapar’.s 
e(iuation of Delhi with New Delhi, 
which even before Chhabra's advent 
was a reasonably clean place though 
it may have lacked the frills supplied 
subsequently. Let us, however, ask 
Thapar what has l>een the contribution 
ol the New Delhi Municipal Commit¬ 
tee under “one of our outstanding ad¬ 
ministrators” to improving, say, the 
city’s xmblic health facilities or trans- 
IJort sysri'in. Or is it that these things 
do not matter in comparison with the 


THE lestivals, held in Alleppey district, 
in connection with the allotment ol 
hutments and land to agricultural 
lalxiiin'rs and small tenants, arc indi¬ 
cative of the cuntimiuin of change that 
chaiacteiises Kerala under the Achuta 
Mellon Ministry. 

As ,1 matlei of facb in the past six 
months Ol so, that Ministry bus gone 
ahead in <iuite an exemplary manner 
on tlu' legislative front as al.so with 
regard to tackling the proldcms of 
giowth What it evidently has not 
learnt to do really well is to beat its 
own drum. It lags behind bore very 
Ivully its compared to the infinite capa- 
eits' for pro)ectiou jxissossed by E M ,S 
Namlioodiripad and some of his collea¬ 
gues in the Cl'I(M). And this is a 
serious lag in the political liattle now 
opening out. 

The Aihuta Menon Ministry not only 
puts the CIT on test as regards its own 
dynamism, it also puts on test — and 
that, loo, in (piitc advanced and favour¬ 
able eonditiuns — the united front ap¬ 
proach of the CPI. The Achilla Menon 
Ministri’ is, after all, an alliance, though 
not a coalition, between the CPI, Mus- 
Ihn League, HSP and the Indira Candhi- 
led Congress. It has been bandied 


Fuiintains and the coloured lights? 

Or take this business of ihuggts or 
slums whidt has so incensed Romesh 
Thapar. However much the sprawling 
slum colonies of our cities may offend 
those with finely developed aesthetic 
sensibilities, with 80 per cent of the 
urban populatioa living on Rs 40 pei 
head per month or less it does not take 
“politicians and experienced racketeers" 
In invent slums. The real villains are 
those wlio live in the slums. So next 
time beautician Chhahra gets a chance, 
let him not only smash up the fiutggis 
hut also shoot every jAuggi-dweiler — 
man, woman and child. That way he 
will keep New Delhi permanently beau¬ 
tiful. 

L S Hao 

Boinhoy 
May 5 


about by the CPI(M) ideologues (hat 
nothing radical could he done by this 
alliance, more particularly Ijecanse of 
the composition of the Congres.s. 

The Congress was looked upon not 
only as a homogeneous, reacNonary 
mass, hut a^ an unchanging mass as 
well. Moreover, it was considered 
separate from the changes in moods and 
consciousness of the masses who had 
.some kind of loyalty to the Congress 
ami who were not only led by it but 
also exercised some pressure upon it. 

However, the iiroof of the pudding is 
in the eating. And, as of now, there has 
been absolutely no opposition from the 
Congress to any of the radical measures 
proposed hy the Achuta Menon Minis¬ 
try. And the.se measures include radical 
aniciidmciits to the very Agrarian Re- 
lonns Hill which was passed when 
E M .S NamhcKidiripad was Chief 
Minister. They also include the virtual 
takeover of the surplus land of the Bri¬ 
tish-owned Kanuan Devan Estate. They 
include, further, the talaeover of the 
estates of the Padmanahhaswamy Tem- 
jile. Quite naturally, there is no opposi¬ 
tion, since these and other meaeures are 
decided upcm in the Co-ordination 
Committee on which die Con^ss it 
represented. The united> fzont fanctiont 


FROM OUR CORRESPONDENTS 

SOUTH 

Kerala Pointers 

Mohit Sen 
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as a united front and not as satellites 
who come to receive instructions from 
the hegemon. 

The Ministry has also displayed com¬ 
mendable energy and initiative in tak¬ 
ing up the problems of the two most 
important industries in the State — 
coir and cashewnuts, which were and 
are in the grii) of a serious crisis caused 
mainly by unscrupulous traders. It has 
also done its utmost to lu'lp the self- 
employed technicians to make good, in 
a bid to alleviate th(; probiein of the 
educated unemployed. 

But whether it be in the sphere of 
radical agrarian rc'foims or with regard 
to schemes for industrial growth, the 
Ministry comes up against the Constitu¬ 
tion and the overccntralisation of 
powers at Nt;w Delhi. It is becoming 
increasingly clear that, without radical 
changes in the Constitution with regard 
to its property bias and in the sphere 
of Centre-State relations, progress in the 
States will be delayed — and in many 
case's altogeethcr halted. Additionally, 
(he recent NCOs’ stiikc in Kerala also 
brought up the irroblenn of a national 
wages policy, at least as far as the em¬ 
ployees of th<' Cential and Slate gov- 
eniinents an; coneenied. 

Till! Kerala Oovcrnincnl and the 
united Irimt tliat supports it is uniijiiely 
fitted to work out schemes for revision 
ol the Constitution and for cliaiiging the 
lireseiit pattern of Centre-State lelations. 
It has to take a lead in the matter, and 
tunetion not only as a new type of Gov¬ 
ernment in the State but also as the 
hegemon — in the Gramscian sense — 
ot the I.ett and democratic forces 
throughout the eountiy. It h.is more 
than enough technical and political skill 

LUCKNOW 


KVEHYONE is quietly preparing for 
the mid-terin iwll. C H Gupta, the 
State Syndicate leader, has called upon 
his partyinen to grease the election 
machinery. Meanwhile, Chief Minister 
Kainlapati Tripathi’s statements, when 
pieced together, provide the backdrop 
lor an election manifesto. Since he 
I’aine to power, the students have been 
'satisfied', because the college and 
university unions have been restored; 
the State employees are ‘happy’, be¬ 
cause an interim relief has been an- 
oounced and 76 employees dismissed 
following the 1966-67 agitation have 
IxH-n re-instated; the workers are 


at its command to do a thoroughly 
good job in this sphere. This is its in¬ 
escapable duty. Otherwise, the field 
will he left open to demagogic slogans 
like doing away with the Constitution 
“lock, stock and barrel" and demanding 
that 75 per cent of all revenues should 
accrue to the States to “begin with”. 
It is irresponsible demagogy like this 
that leads to e<iuating Indira Gandhi 
with Yahya Khan and to stating that the 
Soviet Union’s attitude to India is as re¬ 
prehensible as China’s attitude to Bangla 
Desh. It the adventurers are to be con¬ 
tained, the Kerala Government has to 
take the lead in thrusting forward to¬ 
wards radical change in India as a 
whole and not confine its attention to 
Kerala alone. 

Against all these facts, the quite ridi¬ 
culous campaign against alleged corrup¬ 
tion exposes its own absurdity. Neither 
the temporary appointment of Achuta 
Mcnon's nephew nor the site provided 
lor the Agricultural University involves 
any question of principle. Nor are any 
hard facts adduced which could cast 
doubt on the probity of the Chief Min- 
i.stcr. If there is any fault to be found, 
it is in the unnecessary haste with which 
inquiry commissions were appointed. 
Unnec-essary time and energy have been 
spent on frivolous charges when much 
more important matters demanded the 
attention of the Ministry and, indeed, of 
till' people as a whole. 

Alter all, in Kerala it should not be 
forgotten that Ceylon is only a very few 
miles away. Any underestimation of the 
impatience of the new generation could 
lead to tragic consequences and the 
coming into their own of motley and 
sinister forces. 


‘happy’ because liberalisation of labour 
legislation has 1 k-ch promised; the pea¬ 
sants are ‘satisfied’ because the Chief 
Minister has opposed the Agricultural 
Prices Commission’s recommendations 
for a 1 eduction in the procurement 
price. A reduction in the power rate 
and an ordinance fur nationalising the 
sugar industry arc being talked about. 

None of these measures raise the State 
income however. Nor do any of them 
really generate social equality. Tliese 
are recognised tactics of the power- 
game. Tnpathi is known to be a 
devotee of Shakti. During eadi Noo- 
ratri — the ninth moonlit night oi 


AsuHn (September/October) and ol 
Chaitra (March/April) — he goes to 
Vindhyachal and worships the Goddess 
Shakti. Yet, in his preoccupation with 
his own power politics, he has forgotten 
how power, as energy, could dynamise 
backward Uttar Pradesh. 

UP has given scant attention to the 
generation of adequate power. The 
excess of dcsnanil for electricity over 
its existing supply could he sympto¬ 
matic ol growth, but in UP demand has 
not increased unexpectedly. The shor¬ 
tage signifies neglect of planning for iii- 
crea.se in supply. 

PaoDucTivE Capacstv 

The total investment of the UP 
Electricity Board to date is Rs 500- 
600 crores. In 1970-71, 5,000 mW 

were generated; in 1971-72 this is ex¬ 
pected to ri.se to 5,800 mW. About 
one-third of the total State investment 
during the Fourth Plan, or Rs 350 
crores, is for power. ‘This will increase 
productive, capacity by about 75 per 
cent. But the estimated shortage during 
1971-72 is 1,000 inW. In the wake of 
th<‘ Green Revolution, there has been 
an increasing deiuand for tube-wells in 
the agricultural sector. The consump¬ 
tion of powi'r in this sector is mainly 
by 10,000 Stall- tuho-wells and 1.20 lakh 
private tube-wells. In 1970-71 30,000 
more private lube-wells were added, 
and in 1971-72, 50,000 more are likely 
to be dug. Presumably, many more ap¬ 
plications for tube-wells, decisions on 
which are taken at the district level, are 
pending. 

But all sectors of the State economy 
feci the shortage of power. The urban 
consumers have been warned that, it 
they do not cut their consimiption by 
25 per cent, the electricity supply .shall 
he disconnected. Farmers complain 
that, labourers come to the farms, get 
their wages, hut go back home without 
doing any work because of the frequent 
hreakdowns of power. To tliis tire cx- 
in-rls of the UP Electricity Board retort 
that UP fanners still do not know the 
difference between ‘breakdowns’ and 
■planned stoppages’ that ate announced 
in advance. 

UP has been handicapped by its late 
start in power-projects. Nor has an 
adefjuate study been made yet of the 
State’s hydel potential. The immediate 
crisis, of course, has arisen because oi 
the absence of normal rainfall in the 
Riband Dam area since 1966. At the 
time of the dam’s project preparation, 
it was estimated that the average raiii- 
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lull of the preceding 50 years was 56’’ 
— whereas, since I960, the average 
rainfall has in fact been OO" to 40” 
only. The expeits seem to have been 
(rapped in the jungle oi averages; in¬ 
stead of relying on a 50 years' cycle 
they should perhajis li;ive considered 
this period III siii.dl siib-eycle.s. More¬ 
over, the l.iigei iiart of the calehinent 
area ol the Itihuud Dam is in Madhya 
Pradesh The iiiirent .shortage will in 
any ease (oiitiniie till after the rains 
start. Nobody can be sure about the 
post-iani iieiiod. 

Cain .SvMEM 

What UP could do is to lake advan¬ 
tage of the slowly glowing national 
grid system. UP is in a position to 
utilise powei fioni Delhi, Madhya 
l*rad*’sh, Bihai and Hengal. Bihar and 
Bengal are eoveied by the DVl’ yvhieh 
has a capacity that is at present nnder- 
ulilised — opeiatiiig fioiii iiiidnight to 


IMMlsDIATIsUV aftei the election ol 
the ruling Deinoiiatie Coalition’s candi¬ 
dates to the Speaker.ship and the De¬ 
pots S|>eakeiship ol the newly consti¬ 
tuted Assembly, by a nariow majority, 
tlu- main opposition party. CPI(M), has 
tabled a motion ol no confidenrc in 
the nniiistiv. Whatever be tlw final out- 
eoine ol the eonnng tiial ol .strength, 
a (lalpable illeet ol tins ehnilengnig 
ixistiiie ol the op|)ositioii has been to 
make tfie Coveinrnent e.ytreinelv jittery. 
The state ol the Coverninent's neives 
IS lelleeted ill the fact that the incum¬ 
bents ol two ol the most important 
(losts III the .Stats' adiiiinistration were 
siiddenb lemoved b\ the (duel Mmis- 
tei who also liohls the Home portloho. 
V\'hal adds to the piijiianey ol the situa¬ 
tion IS that both the victiiin.si'd olfieials. 

Home .Seeiclary B It Cupta and the 
Commissioiiei oi Police in Calcutta, 
it Ciipta. had been selected lor tho.se 
|obs In the Pi line Munster herself du- 
iiiig the Piesideiit's Buie us part ol a 
thoioiigh leshiifile to undo what Jyoti 
Basil was siispi'eted to havi' done to 
the Home Dep.ulment during his ste- 
waidship ol the depaitmeiit during the 
seeond United Flout regiiiie. 

It the political ehioiiieles ol the 14 
months of Piesideiit's Buie aie objeet- 
ivelv scrutinised, then the conclusion 
that CPl(M) w.is at the receiving end 
thioughoiit the period becomes inescap¬ 
able. II the key administrators during 


6 a m at only 60 per cent of its full 
oiierational level. Consequently there 
is a ‘surplus’ from midnight to 6 a m 
which is at present wa.stcd but which 
coiihl Ix' at least partially used by the 
farmers and the artisans. But who will 
organise woik during these hours'!* 

For the long run, there is another 
ililcmma. The demand for electricity 
iroin the larmers is seasonal, so that it 
ixiwer is generated for the rural sector 
thr're mu.st be a balancing demand to 
providt! overall stability in the demanil 
for power. This demand, the State 
presumes, can come only from big 
mdiistriulists — like the Birlus, who 
have an alumiiiiuin plant here. Why 
cannot the artisans and small industria¬ 
lists be rlependr'd on to piovide the 
stability in demaiid'i* But understand¬ 
ably, power-polities olten bivonrs the 
Birlas — raiely the pool artisans and 
the {Kitentiul small industrialists m the 
dark csiroers of Uttar Pradesh. 


that peiiod have come to be legaided 
as undependable by the piesent govem- 
ment, till'll It must have leached a 
.Sony I>ass, indeed. 

While the ostensible ground loi ac¬ 
tion against the Home Seeietary—that 
he h.id allowerl on his own m disregard 
oi legal lormalities tvso imprisoned op¬ 
position MLA.s to be escsirled to the 
Assembly House for oath-taking—fiiini- 
shes a plausible, il flimsy, justification, 
the charge ol ineompeteiice against the 
Police Coimiii.ssioner In'caiise ol his lail- 
III e to im]irove the 'law and order’ 
situation does not. First, the Cabinet 
spokesmen and their prs'decessois du¬ 


ring the President’s Rule have been ofif 
and on claiming credit, of course with¬ 
out any material basis, fur success in 
curbing lawhtssness. Second, since there 
has been no change in the basic social 
matrix which has given rise to the pe¬ 
culiar political situation in West Ben¬ 
gal, no sane fH'ison can expect a mira¬ 
culous improvement in the law and 
order position, as the Prime Minister 
hctsell has olten pointed out. 

In these eireiinistances, the reshuffles 
.It the lop of th<' bureaucracy are wide¬ 
ly believed to have been motivated by 
a seaich lor more pliable instruments 
(or I'xeeuting the coalition cabinet’s 
policies. In this connection, a very signi¬ 
ficant episode which has been played 
down by the pi ess in Calcutta and 
largely ignoied outside needs to be 
mentioned. Shortly before the start of 
the Assembly session, Calcutta police 
withilrew chaiges against thi- two 
aceiiscrl persons arrested in connec¬ 
tion with the inuidei of the For- 
waid Bloc leadei, Hemanta Basu. 
At the same time the police claimed 
that hall a dozi'n other persons 
weie iiivolveil m the crime. Immedi¬ 
ately altei the arrest ol the two young 
men, now set free, in his chats with the 
pu'ss the Police Comniissioner had hirii- 
selt led the pi ess to convey the sugges¬ 
tion that the accused wi'ie comu'ctcd 
with the CPJ(M). Tins pii'ce of ‘infor¬ 
mation' was then fiillv exploited by the 
anti-CPI(M) forces against that party. It 
now tian.spiies that some of the suspects 
now on the wanted list are connected 
with Congie.ss. And theie was some 
piessuie on the police to solt-pedal the 
investigation and this was disregarded 
bs- the police. Hence, the sack of the 
Police Coinmis.sioner. 

II the new Covemment is dissatisfied 
eith some ol the top brass in the ad- 
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ministration, its relationship with the 
‘other ranks’ of the bureaucracy is posi¬ 
tively one of hostility. About a fortnight 
ago a huge demonstration, held under 
the leadership of the powerful Co-ordi¬ 
nation Committee of the State Govern¬ 
ment employees’ organisations had 
paraded the .streets shouting “Down 
with Ajoy Mukherji’s Government’’. 
Following this, the Deputy Chief Min¬ 
ister, Congress (R)’.s Bijoy Singh Nahar, 
chose a meeting at Asan.sol lor admin¬ 
istering a warning to the recalcitrant 
Government employees and .soon after¬ 
wards a procession oi the .student 
branch of the Congress(R) came to de¬ 
monstrate before the State Secretariat 
where an hour-long exchange of brick¬ 
bats anil soda wali'r Ijottles took place 
between the demonstrators and govern¬ 
ment einployi’cs, under the veiy nose of 
a police force. It is significant that the 
prohibitory orders against demonstra¬ 
tions and assi’mbly ol large numbers of 
pi'rsons had been withdrawn under spe¬ 
cial cabinet ordeis and eonimunic.aled 
to the Congress(R) student leaders im¬ 
mediately before the demonstration. 

If its administrative rear is unquiet, 
the political flanks of the coalition gov¬ 
ernment aie even more inseeure. It got 
a majority ol eight in the election of 
the Speaker during which the Oi>i)o- 
sition was ilepiived of tfiree ol its votes 
—with two MI.As in jail and another 
debarred fiom paiticiputing in the As¬ 
sembly pioceeilings iinilei a court in- 


ONE of the most ciiiioiis aspects ol 
India’s reaction to the freedoin-striiggle 
in lyangla Desh lias been the rise ol 
the protagonists ol Indian inaetivits. 
The.se people assert th.it they are too 
sophisticated ti. be swayeil by their 
emotions from the path ol national self- 
interest: no I ash deeds lor us, they 
would prescribe, no recognition of 
Bangla Desh or extensive military assist¬ 
ance; only a diseri'Ct inertia, coupled of 
course with appeals to international 
opinion. 

This view has dominated onr (Jov- 
ernment's reaction to Bangla Desh upto 
the moment. We have not lecogni.sed 
Bangla Desh and the assistance we have 
given it has accordingly been negligible 
on account of our worries about its 
legitimacy. Thunks to our inactivity, 
the Pakistan army, which at the begin¬ 
ning of April was confined to a few 
cantonments with tenuous comniunica- 


junction on the basis of an election 
petition. If the present efforts of the 
Opposition parties to .secure the relea.se 
of the impri.suned MLAs and vacation 
of the court injunction succeed, the 
government’s majority will be reduced 
to five only. The loss of only three votes 
through defection, abstention or simple 
absenteeism may then topple the gov¬ 
ernment. None of these possibilities is 
improliable. One disgruntled Muslim 
Ijcague MLA had defected earlier, but 
he was irersiiaded to come back to the 
flock after the coalition supporters had 
carried out a violent raid on his village 
home. It is known that there are some 
more disgriiiith'd aiid/or irolitically dis¬ 
satisfied MLAs among the coalition’s 
constituents and committed supporters. 

The CPI(M)’s position, on the other 
side, has not registered any significant 
iiriprovemeni, nor has there been any 
recognisable sbilt among the people at 
large. The fall oi the coalition govern¬ 
ment can in this situation only lead to 
the re-impositioii ol President’s Rub’— 
haidly an iinpioveinent from the 
GPI(M)’.s point of view. 

In these ciieiimstances, the no confi¬ 
dence motion tabled by th(> Parly has 
only a liiiiiteil sigiiifirance as a means 
ol haiassing the (Jovernment and mari- 
e,euvriiig the Lf-member GPI contin¬ 
gent into the iiueoinlortable position of 
eondumiig the operations ol the GRP 
anil arnn in West Bengal. 
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tions and dwindling supplies and 
iiioiale, has now recaptured almost all 
I'l'iitres ol I'MipiiIutiim, reopened its lines 
of eommimieation and iiroiight in rein- 
loreements and Iresh supplies. Bangla 
Desh has suffered a grievous iriow. 

Strangely enough, tlie central argii- 
iiient oi the proponents of Indian in.ac- 
tion — that there is a conflict between 
onr national sell-interest and the moral 
imperative to ai't — has been allowed 
to go imchullenged. In fact this assum¬ 
ed ismfliit between .sell-interest and 
morality is not .m argument but a 
baseli'ss assumption. As should be 
evident, our vital .self-interest, the con- 
tinueii unity of our nation and the 
future of our entire eastern region is 
boiinil iqj with the quick success of the 
Haiigla Desh indepcndenc'e movement. 

It giic.s without saying that without 
massive help in the form of weapons 


Irom India the success of the revolution 
in Bangla Desh is a tenuous possibility 
especially as demoralisation sets in 
among the Bengali people in the face of 
savagi- military lepression and continued 
Itititan inactivity. Even if the struggle 
eontiniii's, its character is liounil to 
change III a directum adverse to our 
interests. The case lor Indian siqiport 
le.sts theieioie on India’s luitential gains 
iroiii the iiidependenee oi Bangla Desh 
and the more so Irom the quick achieve- 
iiieiif of this goal. Wliat are these gaiiis'i* 

Voi.NEIIAlU.F, ErONOMS 

First, an independent Bangla Desh 
would iinilerinine the eeonoiriie basis of 
the West Pakistan iiiilit.ary luaebine, the 
arch enemy of liiiliu’s national interests 
and of the .seeiilai ami democialie aspi¬ 
rations of all till- peoples ol the .sub- 
I'ontinent. 'I’he I’akistaui military eco¬ 
nomy is dependent on East Bengal to 
ail even greati'r extent than reflected by 
its ismtribution to the Central budget: 
given the relative liackviardiiess of its 
deleuee proiluetiou, Pakistan needs East 
Bengal’s toieign exeliange I'oi buying 
aims. Pakistan cannot be denied this 
loreigii exchange during the course of 
a protracted guerilla war, .is the Bengali 
jute-grower must produce and export if 
he IS not to starve, and ail export chan¬ 
nels are eontrolled by the arniv. To 
deny Pakistan a sub.stuiitial share in 
East Bengal’s export leveniie, its army 
has to be evieteil lioin Bangla Desh. 
II this is aeeoiiiplisbeil aiitl the West 
Pakistani army therealter cut down to 
till' size warranteil by Wi'st Pakistan’s 
lesouiees, tile benefits lor the siibeonti- 
iient will lu‘ maniluld. Apart Irom the 
gains to Bangla Desh, India will be 
able to leduce its defi'iiee expenditure. 
In West 1‘akistan itself, itie eiosion of 
till’ powi-r and piestige ol the army can 
only .strengthen ileiiioeiatie lorees, pav¬ 
ing the way lor an iilliiiiate switch from 
military dielafoi'sliip lo representative 
goveriinieiit. 

.Si'eondlv. a lice Bangla Desh will 
make juissible nnitiially beneficial trade 
iiiid ecoiioiiiie relations between Bangla 
Desh and India. The restoration of 
the transport and trade links that geo¬ 
graphy dictates will reduce production 
wists all over the eastern region oi the 
siihcxmtinent. The ensuing vast and 
iiTiified market would attract capital and 
industry. The dying economy ol Bengal 
would be revitalised and its politics 
radically transfonneil in the long run. 

Thirdly, an independent Bangla Desh 
made possible by outright Indian aid 
will prove the depth of India’s concern 
for the Bengali people — especially 
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when contrasted with Chinese indiffe¬ 
rence or even hostility — and change 
the whole emotional climate of Bengali 
politics, particularly among the youth. 
This, together with the economic resur¬ 
gence of Bengal already referred to, 
would ensure the integration of West 
Bengal as a contenlc'd productive mem¬ 
ber of the Indian community rather than 
a disinherited rebellious one. 

Finally, a fr<-e Baiigla Desh would 
.smash the myth that religion is a neces¬ 
sary basis lor nationhood on our sub¬ 
continent. It will thus permanently 
cripple th<- forces of Hindu and Muslim 
comnumalism. It will ensure the secu¬ 
rity of our own Muslims as well as of 
the ten million Hindus of Bangla Desh. 

If we nsnain idle sprxtators, none of 
these olijectives can be achieved. But 
the price of inaction will not just be 
a matter of missed opportunities. In- 
aetion. in fact, will invite disaster. 

A protracted war or the triumph ol 
the Wr-st Pakistani army in Bangla Desh 
will piecipitate a flood of refugees un- 
preec^dented ev<-n in our history. West 
Bengal alone has alrt'ady received more 
than n million and there is every reason 
to expect the flow to acceleiate. In the 
coming months, as disiuption of culti¬ 
vation, the total cessation of food im¬ 
ports and the diversion of available sup¬ 
plies for the needs of the army begin to 
tell, famine will stalk Bangla Desh. The 
roads to India will be full of migrants— 
an exodus that tlie Pakistan authorities 
will then have every reason to encourage. 
An influx ol lour million within six 
months or so will piobably not he an 
overestimate. And, on the most con- 
seivalive estimate, the support of these 
destitute ma.s.ses will cost India annually 
more than twice the total expense ol 
the UKi.') war. 

lM'i.ATioNAnv Pre.ssuhes 

The acute shortages of food and con¬ 
sumer manufactures in Bangla Desh 
over the lengthy span of a guerilla war 
will geneiate inten.se inflationary pres- 
smes. Tliis inflation will be transmitted 
to the neighbouring areas of India: it 
will intensify the pri'ssures arising from 
the siistenaiiei’ of the rel ogees. Prices 
of cswsniner goods, c-speeially food, will 
sk> -rocki't — all this is an area with 
a iH'rennially siek eeoiKiniy and a 
chronic food deficit. 

'J'lie economic t'onsequencr’s for East¬ 
ern India of Indian inactivity will be 
matched by the emoUoiia) repercussions. 
The- embattled ireople of Bangla Desh 
lire not a distant end unfamiliar race; 
they speak our languages, sing 
our songs and read our literature. 


Indeed many millions of Indians have 
relatives and dear friends across the 
Iwrder. Our inactivity will thus iwove 
to the Bengali people that Bengali 
lives, Hindu and Muslim, mean nothing 
to us. This will complete the alienation 
of the Bengali people from India and 
its politics. 

Finally, delay on our part will ensure 
the decimation of the moderate demo¬ 
cratic leadership of Bangla Desh and 
the rise of a guerilla leadership, 
thoroughly disillusioned by our betrayal 
of their hopes and looking to China for 
guidance which it will then only be too 
happy to offer. Then Bangla Desh may 
hecume the base for the spread ol 
Chinese-inspired revolutionary secession¬ 
ist movements in West Bengal and in 
view of its disillusionment West Bengal 
will be emotionally just ripe for such 
movements. 

Thus, by continued inactivity we will 
be precipitating a cataclysm in Ea.stem 
India. We will have created the condi¬ 
tions for violent inflation, particularly 
in food prices, coupled with teeming 
unemployment in Assam, Tripura, West 
Bengal and Eastern Bihar. We will 
have deeply embittered the Bengali 
people. We will have set up the ideal 
conditions for a radical Leftist insur¬ 
rection in Eastern India. All this will 
have occurred in an area where un¬ 
employment, emotional alienation and 
radical violence are already near flash¬ 
point. Let Us not nurture the illusion 
that we can somehow insulate ourselves 
from the events in Bangla Desh. Peace 
on our subcontinent is indivisible. li 
we are to avert an explosion in India 
tomorrow, we must act in Bangla Desh 
today. 

What are the objections to immediate 
Indian action? First there is the un¬ 
spoken argument that arms supplied to 
the freedom fighters of Bangla Desh 
will find their way back to the West 
Bengal Naxalites. In the short run how¬ 
ever the East Bengali people will not 
tie able to spare any weapon for West 
Bengal. And in the long run if India 
arms a .successful revolution in Bangla 
Desh it will have destroyed the emo¬ 
tional and economic basis of Naxalisni 
in West Bengal. Further, the argu¬ 
ment for masterly inactivity assumes 
that if we do not arm the East Bengalis 
they will remain iinanned. Such an 
assumption is baseless. The East Ben¬ 
galis will acquire arms at any cost, in 
the short nm perhaps from Bengali 
organisations in Europe and America, 
in the long run, undoubtedly from 
China. If India wishes to prevent this 
it will have to block all international 


supplies of arms to Bangla Desh and 
run the risk of thereby provoking a civil 
war in West Bengal. 

There is the risk of drifting into all- 
out war with Pakistan. But West Fald- 
•stan cannot conceivably take on India 
and Bangla Desh simultaneously with¬ 
out Chinese military support. What are 
the chances of such a combined Slno- 
Pak operation against India and Bangla 
De.sh? China’s interest in this type of 
operation would lie in the possibility 
of a united Pakistan constituting a 
counter-weight to a hostile India. How¬ 
ever, it mu.st be evident that a Pakistan 
undennined by the necessity of waging 
a protracted and expensive campaign of 
military repression in Bangla Desh can¬ 
not be much of a counter-weight to 
India anyway. Further, while Chinese 
hostility to India has its deep geo¬ 
political reasons, it is to some extent, 
at least, a respon.se to Indian hostility; 
a flexible fori'ign policy posture with 
renewed Indian initiatives for an amic¬ 
able border settlement would do much 
to reduce Chinese antagoni.sin and 
eliminate the incentive for China 
to act against India and Bangla 
Di.'.sh in collusion with the Pak¬ 
istani military junta. But apart from 
this, the Chinese would very likely be 
cleferied by the cost of such collusion, 
Clearly, in tliat eventuality, China 
would have to sacrifice all its long-term 
prospects in Bangla Desh. And a Sino- 
I'ak military adventure against us today 
wnultl distract China from its more im¬ 
portant picuccupations with Indochina, 
with its missile development and its 
liordei problems with the Soviet Union. 
As such, the ehanees of effective Chinese 
action against n.s arc negligible. 

A Most Curious Thesis 
Finally, there is the argument tliat 
Indian recognition and support fot 
Bangla Desh will cloud the issue.s In¬ 
volved in the conflict and will make it 
look to the world like ju.st another 
Inclo-l’ak cuntrontation. This is a most 
iTirious tlu'sis. The facts about Bangla 
De.sh iui' there for all who care to see. 
In East Bengal, in elections conducted 
l)> a hostile administration, the Awami 
League won an almost total mandate — 
a victory unprewdented in the history 
of democracy. It also won an absolute 
majority in the Pakistan National 
Assembly. India can hardly be blamed 
for this. How could an honest observer 
possibly regard the suppression of the 
Awami League and the massacre of 
tlio.se who voted for it by the Pakistani 
army as just another Indo-Pakistani 
quarrel merely if we were to recognise 
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and sustain the democratically elected 
government of Bangla Desh? Of course, 
u dishonest observer undoubtedly could 
if it were in his interast to do so. The 
Indian policy of non-recognition of 
Bangla Desh is then designed to wring 
irom the dishonest observer the grudging 
admission that something undesirable is 
happening in Bangla Desh. What exact¬ 
ly is the value of such an admission? It 
will not be accompanied by any change 
of attitude towards, or any materia] 

BANGKOK 


,\LONC;.SIDE signs of a thaw in Sino- 
United States relations, pragmatism is 
si>ftening the strident anti-communism 
of some South-East Asian countries, 
'riiuiland, which is an active member 
ol SEATO, has troops in Vietnam and 
Cambodia, has leased out military bases 
(o the United States to fight the Viet¬ 
nam War and has an active communist 
insurgency on at home, is doing some 
letbinking about its relations with Cbf- 
n.i, North Vietnam and North Korea. 

Trade wmi Cihna 

A major debate is on in Thailand over 
the need for trade with China as the 
iiievitahle preliminary to the e.xpressed 
desire for a thaw in Bangkok’s relations 
with IVking, Hanoi, and Pyongyang— 
III that order. Early this month, the Pre¬ 
sident of Thailand’s Board of Trade 
luunelied the debate when he suggested 
trade with China tlirough a third coun¬ 
try. With a staggering .ice surplus (35 
tier cent of this year’s bumper output) 
to dispose oi and the conventional buy- 
eis reluctant, Thailand faces an imme¬ 
diate problem. In the long-run .also, 
Thailand would stand to benefit from 
trade with China, wtiich could provide 
a cushion against the economic crisis 
that might grip the country if and when 
the United States pulls out of the re¬ 
gion in a big way. 

Wliilc the advantages of trading with 
China are generally . acknowledged, 
there is the old lurking fear that such 
trade might jeopardise the country’s na¬ 
tional security. Peking has been backing 
the communist insurgency in the coun¬ 
try. Moreover, Thailand’s population of 
alxiut 45 million includes three million 
Chinese and five million others who do 
not acknowledge the fact they are part¬ 
ly of Chinese origin. ’The familiar argu- 


support for, India or Bangla Desh. It 
is time we abandoned the illusion that 
holier-than-thou iioslures pay in world 
affairs. 

The case for immediate Indian action 
to provide massive military aid to the 
freedom fighters to Bangla Desh is 
logically unassailable. We have every 
reason and opportunity to act now. At 
this moment of destiny let It not be said 
of us that we stood idly by while Sonar 
Bangla went up in ilames. 


merit is that trade with China might 
encourage Thailand’s Chinese minority 
to follow Maoist doctrines. But the 
answer to this is that trade through a 
third country, preferably Hong Kong, 
would prevent direct contacts between 
China and pro-communist merchants in 
Thailand. Observers, however, think 
that Thailand will ultimately opt for 
trade with China, indirectly, if not di¬ 
rectly, as its anti-coinmunist feelings 
are no longer ton inhibiting. "When the 
United States and Britain can trade 
with China, what could be the Western 
objection to oiir trading is the rheto¬ 
rical question asked in Bangkok. 

In die past Thailand had been trying 
for a supplemcnlary policy of regional¬ 
ism to complement its Western ties. 
However, the rationale behind the 
latest diplomatic moves is of more re¬ 
cent origin. It can be traced to the 
realisation that sooner or later the 
United States would have to quit Viet¬ 
nam and the American military pre¬ 
sence in the region would have to dimi¬ 
nish gradually. Many Thais, however, 
fondly hope tliut the Nixon doctrine 
will not lead to a total United States 
abandonment of 'Thailand. Thailand 
wants a continued United States pre¬ 
sence in the region but is taking no 
chances on this. It realises that the eco- 
nnmic boom (a result of the fall-out 
from United States spending in Viet¬ 
nam and the 1,500 million dollar US 
expenditure on liases in Thailand) is 
likely fo taper off. 

Anolner indication of Thailand’s new 
diplomacy came from its Foreign Min¬ 
ister, Thanat Khoman, when he visited 
London for the ummal meeting of 
SEATO. He spoke of what he called 
“psychological fatigue" in the United 
States about being over-extended in 
many parts of the world. "I think thi« 


is the feeling on the iiart of many 
Americans—the Press, academic circles, 
the mass media, certain political circles 
... we do not know how that wave 
of malaise will exert an influence on 
the US Government’’. The focus of 
Thailand’s foreign policy is now shift¬ 
ing towards regional relations. Khoman 
also said : "Now the idea is to con¬ 
vince other regimes to participate— 
Hanoi, Peking, Pyongyang... if they 
agree to co-oxist we will achieve a cer¬ 
tain measure of success’’. Thailand has 
already let China know it was interest¬ 
ed in developing contacts and is await¬ 
ing Peking’s response to its feelers. 
North Vietnam is also being sounded. 
Thailand wants to associate North V'iet- 
nam with the Mekong river develop¬ 
ment scheme tlirough inviting Hanoi to 
take a share of the vast power output 
expected from the scheme’s hydro-elec¬ 
tricity projects. A minor North Vietna¬ 
mese representative is in Thailand in 
connection with the North Vietnamese 
40,000 refugees whom 'Thailand wants 
to repatriate through the International 
Red Cross. He is also serving as a com- 
inunic.atiuns channel to broach other 
matters. 

No Auenahon 

While seeking a detente with China 
and North Vietnam, 'Tliailand has no 
intention of alienating the West. Never¬ 
theless, the whole question of the US 
military presence in Thailand will 
have to be reconsideicd when tlie Viet¬ 
nam War eventually ends-. The current 
base arrangements (unrelated to SEA¬ 
TO) are valid only for the duration of 
the Vietnam War. 

'Thailand’s new foreign policy stance, 
if anything, is an index of the success 
of China’s diplomatic offensive. There 
are other indices too — Malaysia is send¬ 
ing a top-level trade delegation to 
China and a iiun-oilieial Filipino dele¬ 
gation at the Canton fair is sounding 
China about trade, though no diplo¬ 
matic or tiade relations exist at present 
between the two countries. 

United States-simulated anti-commun¬ 
ism is wearing off in the South-East 
Asian region and tlicrc is a conscious 
attempt to disengage ideology from 
trade. There is a new awareness of tlie 
advantages of regional co-operation, 
which i.s also regarded as a me.aTis of 
reducing great power iiiflucnec in the 
region. As the Malaysian Prime Minis¬ 
ter, Abdul Razak, said recently, the 
small countries have suffered "as a re¬ 
sult of the machinations of great powers 
witliin the mosiac of world power poli¬ 
tics”. 
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Avoiding the Net? 
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THE stock market seems to liave deve¬ 
loped symptoms of mild *budgetitis’. 
The mood of cautious optimLsm has 
given way to a ieeliiig of uneasiness. 
Aftei itiehmg its way very dose to its 
Juiiiiais’ hiKh mark, the market hesitated 
lor a while and later retreated under 
prcssiiie ot ;)ieeuutiunnry bull liquida¬ 
tion and modest hear selling, induced 
mainly by tax tears. Most coimters 
have closed around the lowest levels of 
the week. But losses, though wide- 
sirread, have generally been confined 
within a narrow range. 

Were it not for the spate of excellent 
corporate news during the week, the 
niaiket might well have been shaken as 
it had to contend with quite n few dis¬ 
turbing influences. The currency drama 
in Europe has shaken the world finan¬ 
cial community. West Germany’s deci¬ 
sion to float the Deutscheniark and the 
incasmes taken bv some other European 
countries to resolve the monetary crisis, 
offer only a temporary solution. The 
'ciisis' has been brought about essen¬ 
tially by the huge persistent deficit in 
tlie US balance of payments. The 
]ndo-UK textile talks for persuading 
die British Government to revoke its 
(h'eision to impose, with effect from 
Juimaiy 1, 1972, a 15 per cent import 
tariff on Indian textiles have not yet 
\-ielded any resufts. 'The Union Law 
Ministry is repoited to be working on 
vital constitutional amendincnts, aimed 
at giving Parliament the power to 
.imend the Fundamental Rights — 
paitieulaily ihr* right to property and 
tfie provisions relating to compensation. 
Mohan Uhaiia, Minister of State for 
Pl.uming, has hinted at a ceiling on 
iiib.iii iMopeity without proper compen¬ 
sation. 

With the time lor piesenting the 
Ceiitial biidgi't diuwmg near, fear of 
heavy taxation has again started to 
vM'igh fieavib- on market sentiment. 
Increased lood subsidy — following re- 
dticetl PL 480 imimits and the State 
governinents' opposition to lowering of 
procurement prices of wlwat — addition¬ 
al expenrliture on government staff — 
ari.sing fiuin Pay Cci(nmi.ssion’3 interim 
report —, expenditure on rehabilitation 
ol Bangla l>esh refugees, and a possible 
cut in the contribution by the Railways, 
have imposed a strain on budgetary re- 
.sourees. 


If there is to be a substantial increase 
in the Plan outlay for 1971-72 and if 
deficit financing is not to be increased 
beyond the interim budget figure of 
Rs 240 crorcs, there is no escape from 
massive resource mobilisation. Addi¬ 
tional taxation is likely to be sizeable, 
and current estimates range from 
Rs 175 crores to Rs 225 crores. For 
the stock market, the nature of taxation 
is far more imixrrtant than its quantum. 

The stock exchanges have submitted 
a joint 16-point memorandum to Fin¬ 
ance Minister Chavan, urging a com¬ 
plete overhaul of the taxation structure 
by rationalising and simplifying the 
schedule of tax rates and reducing all 
cumbersome piocediires to the luiiii- 
mnm. It is extremely unlikely that the 
Government will give any serious con¬ 
sideration to the suggestions for early 
resumption of forward trading in shares, 
liberalisation of advances against the 
security of shares, and reduction in the 
incidence of tax on individuals in the 
top income brackets. The suggestions 
for larger investment in equity shares 
by the Unit Trust and LIC, if imple¬ 
mented in the present circumstances 
when good shares are already scarce, 
will result in an unhealthy boom on the 
stock exchange. 

In view of the ull-too-ubvious need 
fur accelerating the tempo of industrial 
production, in order to provide fw in¬ 
creasing employment and keep inflation¬ 
ary pressures under check, there is 
every reason to think that the coming 
budget will be savings and investment 
oriented. If the stock market has cho¬ 
sen to toe the caution line for the time- 
being, it is because it would not like 
to he caught in the tax net which 
Chavan proposes to cast wide and deep. 


$tftadi*r but Dull 


IT has been an altogether unexciting 
week for the oilseeds market. Activity 
has generally been on the low side and 
price movements have been confined 
within a narrow range. The undertone 
has Iieeii steadier. The hardening ten¬ 
dency in prices was Only on extension 
of the preceding week's rally — a tech¬ 
nical correction of the sharp decline in 
April. The rally has been more mark¬ 


ed in futures than in the spot material. 
While linseed and castor futures have 
moved beyond the half-way points be¬ 
tween the April highs and subsequent 
lows, spot prices have kept much closer 
to the April lows. Last week’s price 
changes are too small to call for any 
special comment. Recovery in futures 
has been due more to short covering 
and scarcity of offerings than to any 
important bull support. Spot prices have 
firmed up a little on somewhat reduced 
offerings and slightly lx?tter offtake. 

Vanaspati manufacturers have evinced 
greater intcre.st in groundnut oil be¬ 
cause of the reduced supply of soya- 
liean oil, effective from May 9. The 
percentage share of soyabean oil in the 
total intake of edible oils by the vanas¬ 
pati industry has been reduced from 21 
to 9 in the wfstein /one, from 12 to 11 
in the northern zone, from 17 to 18.7 
ill the eastern zone, and from 8 to nil 
in the southern zone. The reduction in 
the use of soyabean oil has nothing to 
do with it.s availability; supply is plenti- 
hil. The cut has Ix'en effected merely 
to avoid a reduction in vanaspati prices 
which is otherwise justified by the de¬ 
cline in groundnut oil prices in the pre¬ 
ceding fortnight. What is one to make 
of the Government’s much-talked-about 
concern for the weaker sections of the 
community? Perhaps vanaspati and re¬ 
fined groundnut oil are beyond the reach 
of these ‘weaker sections’ who have to 
make do with cheap, loo.se edible oils 
of doubtful quality. 

The overall supply position of edible 
oils is considered reasonably satisfacto¬ 
ry. In view of the plentiful supply of 
soyabean oil — taking into account pend¬ 
ing imports — the Governmelit will 
have to step up the use of this oil by 
the vanaspati industry if only to over¬ 
come storage difficulties. Satisfactory 
supply of soyabean oil and mutton tal¬ 
low should have a salutary effect on oil 
prices in the coming weeks. The near- 
distant outlook will, of course, depend 
in no small measure on the behaviour 
of the monsoon. 

Irregular Trsnd 


THE cotton market turned easy after a 
brief show of further strength and, by 
the weekend, nearly half of the gains 
recorded in the preceding week had 
lieen erased. The end of uncertainty 
about the controlled cloth scheme led 
to increased activity in the cotton market 
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but because uf financial stringency miUs 
showed keener interest in distant delive> 
ries than in the spot material. By and 
lurge, the industry seems pleased with 
the new scheme under which it is to 
supply no more than 100 million square 
metres uf controlled cloth during June- 
August quarter; but not all mills seem 
readily agreeable to pay the additional 
preiniuni on I’l 480 cotton for subsidis¬ 
ing the production of controlled varieties. 

Despite the release of import quotas 
lor 10.5 lakh bales, actual arrivals of 
foreign cotton arc less than even a third 
of this quantity. Cotton has not been 
shipped according to schedule, and the 
shipment periods have had to be extend¬ 
ed by two to three months. This means 
that, the real impact of foreign cotton 
supplies will be felt only in July and 


COMPANIES 


HINDUSTAN LEVER has augmented 
the pilot plant facilities at its research 
centre by extending its buildings and 
adding several items of equipment. To¬ 
tal expenditure on research so far has 
been Rs 1.54 crores. Research on animal 
nutrition has been added to the exist¬ 
ing range of activity, and research on 
utilisation of new raw materials for ani¬ 
mal feeds has begun. Import substitu¬ 
tion continues to be one of the major 
objectives of the company. To reduce 
imports and to meet the rising demand 
fioin vanaspati manufacturers, produc¬ 
tion of nickel catalyst was further in- 
ereased. The range of products of the 
line-chemicals unit has been extended 
using processes developed at the re¬ 
search centre. Several new products 
were developed during the year for 
full-scale production, such as the synthe¬ 
tic detergent bar. The company is pion¬ 
eering cultivation of a number of essen¬ 
tial oils. Production of citronella has 
begun on u commercial scale in Assam. 
New techniques for upgrading non- 
Iraditiunal oils were also introduced. To 
reduce pressure on the supply of tradi¬ 
tional oils incorporation of indigenous 
nun-traditional oils — such as neem, 
karanjia, kusiim, rice bran and sal — was 
incrca.scd in soaps. While technological 
problems in the use of these olb are 
Ireing solved, diflSculties in the collection 
of seeds continue to restrict availability. 


August. 

For quite some time, cotton prices 
have been moving up and down irre¬ 
gularly iretween Rs 100 and Rs 250 a 
candy in an area which lies a little be¬ 
low the Iwlf-way point between the 
January highs and subsequent lows. No 
decisive trend is likely to emerge in the 
immediate iulure. 

Mahara.s})tra's Hill for the monopoly 
purchase of cotton is reported to have 
l»ceii cleanxl by New Delhi with some 
minor cbanin^s. The Foreign Trade 
Ministry' has approved dte Bill on the 
State’s assurance that the procurement 
price would Im; fixed by the Centre and 
that the State agency would function as 
an agency of the Cotton Ooiporation 
when the latter takes over internal trade 
in cotton. 


The coinpany'.s exixirts, which advanced 
from Rs 1.08 crores to Rs 2.01 crores in 
1969, reached Rs 4.78 crores in 1970. 
Apart from export of Hima food pro¬ 
ducts, synthetic detergents worth Rs 21 
lakhs were exported to USSR Birough 
STC. To ease the shortage of tin-plate 
and to meet con.stimer demand for a 
smaller pack, th<‘ company developed a 
one-kilo high-density polythene pack for 
vanaspati. The sales service organisa¬ 
tion has been strengthened. 

In spite of difficulties in the availabi¬ 
lity and quality of raw materials, HL's 
factories maintained satisfactory quality 
standards and production levds. A 
sharp rise in raw material and other 
costs of soaps, detergents, and vanaspa- 
ti, reduced the profit-margins — as re¬ 
flected in the lower profit despite the 
higher turnover. An inquiry into the 
costs of production of the soap industry 
has been undertaken Ly the Bureau of 
Industrial Costs and I’rfces. HL’s rela¬ 
tions with its employees has been good, 
and long-term agreements have been 
signed at several of the company’s units. 

ARUNA SUGARS’ cliaiiman, C S 
Loganathan, points out that an “unpre¬ 
cedented” carry-over of stock of 12 
lakh tonnes in the previous yeu and 
of a furtfier 9 lakh tonnes in the year 
to September 1970 has created "unpre¬ 
cedented” diJficulties and problems for 


the industry as a whole — in particu¬ 
lar, in the South, where production is 
alxmt 50 per cent more than consump¬ 
tion. He complains that the Central 
Government has not fulfilled its com¬ 
mitment — which it gave the Indian 
Sugar Mills Association to understand 
that it would be met “at any time in 
the year 1970" — to create a buffer 
stock and meet at least the interest and 
insurance charges lor that. The Asso¬ 
ciation, he adds, is still pressing for the 
creation of a buffer stock to give reh'cf 
to sugar factories. Loganathan deplores 
tliat the suggestion of the South Indian 
Sugar Mills Association on sugarcane 
price has not been favoured by tlic 
Central Government, in spite of strong 
support from the Tamil Nadu Govern¬ 
ment. SISMA suggested that a mini¬ 
mum price fur sugarcane be fixed based 
on a recovery of 8.5 per cent or less, 
and tl\at the price be increased for 
every 0.1 per cent in the recovery pro- 
jKirtionate to the minimum price, so 
that the cost of cane for the produc¬ 
tion uf a quintal of sugar may be al¬ 
most the same throughout the country. 
This proposal, according to I.a)gana- 
than, would result in cane growers 
gaining substantially — by obtaining a 
higher premium for the increase in re¬ 
covery over and above 8.5 per cent — 
and in the consumer having to pay al¬ 
most the same price throughout the 
country. The equalising of the sugar 
price by the adoption of this price for¬ 
mula for sugarcane, contends I.a}gana- 
than, would also give an opportimity 
to the Southern factories to participate 
in the export quota which is now the 
monopoly of the factories in Maharash¬ 
tra, where the cost of production is 
much lower on account of the present 
formula of Rs 73.70 per tonne of sugar¬ 
cane for a minimum recovery of 9.4 
per cent, lie points out that several 
writ petitions have been moved by se¬ 
veral factories on points such as the 
price of sugarcane, the “indiscriminate" 
additional excise duty on free-markel 
sugar, the non-lifting of sugar by State 
Governments, the extra interest and 
storage charges incurred by holding 
heavy sugar stocks, the non-revision of 
the levy price of sugar, and indiscri¬ 
minate reU-ase of sugar and thereby 
the “imbalance.” among die regions 
and among the factories in the same 
region. After obtaining legal opinion 
and being convinced that there are 
good grounds lor succeeding on most 
points, ASL has joined the members of 
SISMA in moving these writ petitions. 

ASL has erected major portion of 
machineries and equipments for its cx- 


Higher Costs and Accent on Research 

Hansavivek 


987 



May 15, 1971 


ECONOMIC AND POLITICAL WEEKLY 


paiisiun. Balancing equipment are ex¬ 
pected to be received and commission¬ 
ed before September next — well in 
time for the plant witli the expanded 
capacity to lie started for the 1971-72 
season. During 1969-70, the company 
eiushed 2.56 lakh tonnes of cane com¬ 
pared to 2.69 lakh tonnes in the pre¬ 
vious season. Sugar ])roduced was 2.14 
lakh c|iiiutals against 2.29 lakh quin¬ 
tals, and the average rccovriry was 8.24 
pel {■(•lit agaiii.st 8.11 per cent. Also, 
only 651 tonnes of jaggery were pro¬ 
cessed as its pi ice was very low and it 
u.is more economical to process the 
cane as sugar. The increase in the 
Hank late coupled with the heavy 
cairy-ovcr of stocks raised interest 
chargi's bv alioiit Rs 7 lakhs and affect¬ 
ed margins. In .spite of a loss, the 
Ito.ud has iccommended payment of 
dividends in the e.xpectation that the 
ciiirent yeai's woiking would turn out to 
be juoiitalile. Cru.sliing in the current 
sc.ison started from mid-December and 
is exix'cled to last till the end of July 
iKAl. Tlw faetory is expected to 
ciiish about 2.70 lakh tonnes of 
siigaieaiie with a higher average re- 
coveiv in line with the general 


improvement in the State. 

TATA MILLS installed plant and equip¬ 
ment of the value of Rs 18 lakhs du¬ 
ring 1970. These included some se¬ 
cond-hand machines in good working 
condition to replace old and worn-out 
machines. Also, certain items were 
purchased for balancing purposes and 
for iinpi living the quality of products. 
Works under construction and machin¬ 
ery awaiting installation at the year- 
end were worth R.s 11 lakhs. Further 
orders have been placed for machinery 
after the close of the year. During 1970, 
llierc was a substantial increase in pro¬ 
duction of non-wovens following the 
commissioning of the Garnett machine. 
Quilting and other interlinings were in¬ 
troduced to the market. In spite of a 
sharp ri.se. in the prices of cotton and 
in wages and dearness allowance, the 
company fared better with higher 
turnover and earnings and was able to 
resume equity distribution after a lapse 
of three years. Improvement in the 
financial results was mainly due to in- 
i-reased offtake of cloth and higher real¬ 
isation, Exjiorts were up from Rs 33 
laklis to Rs 39 lakhs. The sharp rise in 


cotton prices is said to have had an ad¬ 
verse effect on the company's competi¬ 
tive capacity abroad during the later 
part of the year. The garment factory at 
Madras showed fair progress. Its re- 
i-ent entry in the manufacture of per- 
ma.ncnt press shirts has given a new 
dimension lo its production and market¬ 
ing effort. 

SCHHAnER-SCOVILL DUNCAN is 
not only stepping up dividend by 2S 
per cent points to 25 per cent but is 
also proposing to issue bonus shares on 
a one-for-five basis. The increased divi¬ 
dend enjoys quite a respectable cover, 
although margins were under pressure 
as reflected in a slightly lower gross 
profit in spite of a significant increase 
in sales TToduction was higher because 
of the continued satisfactory raw-mate- 
rial position. The company was able to 
nuHil customers’ demands fully, and 
this position is expected to be main¬ 
tained during the current year. Looking 
to the impressive progress recorded by 
the company in the first decade of its 
career, it can be reasonably expected 
that it will .show further growth in the 
coming years. 


The Week’s Companies 


(Rs in lakhs) 



Hindustan Lever 

Aruna Sugars 

Tata Mills 

SS Duncan 

Latest Year 
31-12-70 

Last Year 
31-12-69 

Latest Year 
30-9-70 

Last Year 
30-9-69 

Late.st Year 
31-12-70 

Last Year Latest Year Last Year 
31-12-69 31-10-70 31-10-69 

Paid-up capital 

1445 

1156 

103 

84 

126 

126 

38 

38 

Reserves 

.537 

748 

28 

38 

120 

102 

48 

41 

Rorrowings 

259 

266 

242 

167 

456 

460 

5 

4 

of which Term borrowings 



25 

5 

110 

110 

3 

4 

Cross fixed as.sets 

ia32 

1710 

256 

209 

693 

673 

70 

69 

Net fixed assets 

854 

a3i 

178 

141 

320 

376 

32 

35 

Investments 

8 

8 



9 

9 

1 ... 

— 

Current liabilities 

1683 

982 

40 

68 

123 

104 

24 

27 

Cmrent assets 

3056 

2337 

235 

225 

487 

408 

85 

• 74 

Stocks 

2347 

1727 

146 

119 

326 

308 

45 

50 

Hook debts 

611 

510 

25 

31 

116 

57 

21 

13 

Net sales 

11921 

10879 

260 

263 

1056 

084 

1.30 

113 

Other income 

29 

35 

2 

4 

6 

3 

2 

2 

Raw material costs 

8629 

7737 

218 

250 

613 

532 

62 

42 

Wages 

811 

774 

20 

18 

284 

255 

15 

13 

Interest 

41 

22 

17 

10 

52 

51 

1 

1 

Gross proflt(-p)/los.s(—) 

640 

718 

3 

46 

82 

70 

42 

43 

1 lepreciatlim provision 

103 

90 

10 

19 

67 

69 

5 

5 

Tax piovision 

296 

331 


5 

— 

... 

20 

22 

Net profitf + )/loss( — ) 

241 

297 

— 7 

22 

15 

i 

17 

16 

Dcvelopincut rebate provi.sion 

13 

22 


1 

— 



... 

Transfci to reseive.s 

31 

90 


11 


T, - 

7 

7 

Dividend 

Amount 

202 

185 

E 6 

P 1 

E 9 

P 1 

9 


10 

9 

Rale (per cent) 

14 

14 

E 7.5 

P 9.5 

E 12 

P 9.5 

6 

— 

25 

22.5 

Cover (times) 

1.08 

1.49 


1.66 

1.06 


1.70 

1.77 

Ratios (per ci-nt) 

Gross proflt/salet 

5.37 

6.60 

1.15 

17.49 

7.76 

7.26 

32.31 

38.06 

Net profit/capital employed 

10.75 

13.68 

— 

7.01 

2.13 

0.14 

18.68 

19.26 

Invcutories/sales 

19.88 

15.87 

56.15 

41.44 

30.87 

31.95 

34.62 

44.25 

Wages/salea 

7.05 

7.11 

7.09 

6.84 

26.89 

26.45 

11.52 

1150 


988 






THE FOURTH ESTATE 


Appointments and Dismissals 

Nhcckshak 


‘‘THE purpose of the present expansion 
or reconstruction of the Central Cabi¬ 
net”, National Herald explained in a 
press note-like editorial, "is primarily to 
add to its strength, not only in numbers, 
while maintaining its sense of purpose 
and spirit of harmony”. In case this was 
unlikely to have carried conviction with 
disgruntled MPs still fretting over their 
exclusion from the expanded Council of 
Ministers, the paper went on to add how 
difficult it was to manage the skills of 
such a vast army of MPs as there now 
was on the Government side. Fu'rtlier, 
‘‘it is not the function of Parliament to 
govern”. However, not to worry, for 
the Government still needed the “intel¬ 
lectual and moral resources" of Con¬ 
gress MPs “to carry out the pledges 
which were made to the people". And 
they acould rest assured “there will be 
no lack of opportunities and no lack of 
recognition”. Meanwhile, admonished 
the paper, let not Ministers “think th-it 
if they are discarded they could become 
governors.” Editorials of this kind, 
written in the manner of an official 
handout explaining government’s actions 
to its supporters and inviting their 
continued support in return for certain 
rewards at the end of the road, are 
something new in modr^m Indian iour- 
nalism. Is the Herald going to pioneer 
the concept of the ‘Government Press’ 
in this country? 

Tmixthed Issue 

Cabinet-making, or remaking as in 
the present case, has of course never 
failed to attract the closest attention of 
the l*ress. Days before the actual an¬ 
nouncement of the present reshuffle, 
speculation had been rife in the news 
columns. But this was an issue tailored 
to the task of editorial writers. As 
might have been expected not all edi¬ 
torials reflected the confidence of the 
Herald or agreed on even the purpose 
of the changes. Statesman pointed out, 
for example, that the reconstituted team 
was even “larger than the 54-inember 
team Mrs Gandhi headed at the time 
of the Lok Sabha’s dissolution" and 
even 54 was “rather too large for co¬ 
hesive functioning”. However, "^)atti- 
ally reassuring” as “Mrs Gandhi’s refusal 
basically to upset the structure and 
cornimsition of the established team" 
had been, when she first constituted her 


Government in March last, the recon.sti- 
tuted Cabinet also “retains continuity 
even after growing substantially fn 
size”. The paper also asserted that the 
'trouble is that "while Mrs Gandhi has 
advisedly refrained from any ha.sty in¬ 
novation, the public may have also 
begun to wonder if this caution is not 
a cloak for drift. Not only has 
there been no change in the style of 
Government; even the substance remains 
uninformed by any new dynamism” 
Well, well, these might have been words 
taken out of the mouth of a Young 
Turk in another context, and the least 
that the Government should do now is 
to stop saying the ‘press is divorced from 
the people’I 

“Mrs Gandhi has learnt well the art 
of putting everyone in his place and of 
discarding over-ambitioi^S or otherwi.sc 
inconvenient persons”, commented 
Tribune. “In per.suance of her broad 
objective, she has kept her options 
open”. The paper reasoned that while 
“the first round of Ministry-making on 
March 18 displayed proof of Mrs 
Gandhi’s determination to demolish the 
dangerous concept of permanency of 
office . .. the reshuffle of portfolios also 
confirms Mrs Gandhi’s penchant for 
effecting frequent changes in the seats 
of power at all levels to ensure that no 
one gathers moss around him or her”. 
A far more direct criticism of the Cabi¬ 
net reorganisation was to come from 
Amrtta Bazar Patrika. “The present 
phase of Ministry-making has not made 
the Council of Ministers over-sized”, 
the paper said, “but the limit has been 
reached”. And the Prime Minister 
continues to hold “the onerous Home 
portfolio plus Information and Broad¬ 
casting”. In so vast a country with 
“manifold problems, external and inter¬ 
nal,” the Prime Minister “.should not 
normally burden himself or herself with 
departmental respon.‘,ibilities... As a 
matter of fact, .'he should have started 
hw fresh innings as Prime Minister with 
her hands free of departmental responsi- 
billtie.s”. 

While the Prime Minister was engag¬ 
ed In reshuffling her Cabinet, the SSP 
happened to have been trying to re¬ 
shape its own political outlook and ap¬ 
proach to the future. And the analogy 
of the Congress split to the rifts in the 
SSP did not escape the notice of edito¬ 


rial writers. "Schism has become such 
a common ailment of the political par¬ 
ties in India that the threatened split 
in the SSP must have caused little sur¬ 
prise”, wrote Hindusthan Standard.' 
“What is surprising is that the threat 
did not eventually materialise and a 
dramatic last-minute bid for unity some¬ 
how succeeded”. However, though the 
party had not broken into three fac¬ 
tions, it was now “three in one”. And 
if it is serious about “saving itself from 
total disintegration it mu.st do some 
active rethinking on the fundamentals 
the Standard said. “The trouble with 
the SSP”, the paper argued, “is that it 
has too many individualist leaders who 
are loath to submerge their ego in the 
socialist goal”. Nagpur Times seemed 
to argue, “Irresponsible, almost chur¬ 
lish, utterances of some of its top lea¬ 
ders, lime in and lime out, had already 
spoiled the parly’s image in the eyes of 
the people”. While the SSP’s pro¬ 
gramme “bristled with radicalism...” it 
said, “there has been too much of ver¬ 
bosity and very little of concrete action”. 
'The party’s “debacle” in the mid-term 
poll showed to what depths it had sunk. 
“You cannot catch people's minds with 
stagy rhetoric and churlish antics. If 
this realisation dawns on the present 
leaders, they can still lift the party from 
its present morass”. To which the 
Deccan Herald added, somewhat pessi¬ 
mistically, that it was too early to say 
whether unity had been restored in the 
SSP. “Even if the rival groups do 
manage to contrive a facade of unity” 
it wrote, “it is unlikely to endure for 
long." 

Ecvptian Exit 

Among foreign Issues other than 
Bangla Desh, if Dangla Desh can indeed 
be regarded as a foreign issue, which 
exercised editorial imagination, the most 
prominent w'as Aly Sabry’s dismissal. 
"President Sadat’s decision to dismiss 
Mr Aly Sabry as Vice-President raises 
mon; questions than it answers”, sagely 
observed Times of India. The paper 
went on to speculate on the possible 
causes which might have led to the dis¬ 
missal, finally to come to the conclu¬ 
sion that “Presid<mt Sadat is clearly 
caught in an impossible position ond 
does not quite know how to get out of 
it.” William Rogers, it thought, could 
be a possible saviour but “if Rogers 
fails, as is quite likely, to break the 
deadlock be.tween the UAR and Israel, 
the challenge to President Sadat can be¬ 
come more serious”. And “Mr Sabry 
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and his assodatet wdU be waiting for 
such an opportunity.” Was this a 
"crack 'in the wall" asked Free Pren* 
Jounudt Sabry had always been "a 
controversial figure in Egyptian politics". 


it noted, and had "mne than once come 
under the displeasure of President 
Nasser". Yet the man had managed to 
be near the centre of power in Cairo 
and "it would bo too much to bdleve 


that to dhanisaal has idbbod him at- 
all his luevious influence”. Perhaps the 
“outcome of Mr Bogers’ taUcs in Cairo 
will show if the President hu acted 
wisely or not". 


Planning for 
thefiture 
together 

Whether it is to get married, start a home, buy 
e new house or shift into a new apartment 
etart saving today. Indian Bank offers a 
number of schemes—Regular Income Deposit, 
Save for your Home Account, Recurring 
Deposit. Short Term. Fixed Term Deposits, 
Retirement Plan Account,etc. You will find 
the payments easy, terms attractive and the 
eervices tailored to eult your needs. 

Over 280 branchee all over India 


INDIAN BANK 

(Wholly owned by th« Govarnment oi India) 
Head OfRca: 17 North Baach Road. Madras 1 
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REVIEWS 


Azionuide Approach in Economics 

D K Bose 

latrodo^imi to Omtenponty Microeconomics by V C Walsh; Mc¬ 
Graw-Hill Book Company, 1970; pp xiii + 298. 


THE literature on modern economics 
has been expanding so fast that one is 
apt to find it diScult to keep pace with 
it. Added to' this is the problem Oiat 
much of modem thought in economics 
is expressed in mathranatical forau. The 
gap between economists versed in the 
language of modem mathematics and 
others not so equipped has been widen¬ 
ing. In such circumstances, the publi¬ 
cation of the present Book by V C Walsh 
Is most welcome. Walsh sets out to 
bring to the students of economics the 
results of advanced treatments in micro- 
economic theory by Contemporary re¬ 
searchers who find in symbolic logic 
and topological concepts in set theory 
their means of communication. It is 
generally accepted that the modern ap¬ 
proach of axiomatic method in econo¬ 
mics'can- provide a rigorous basis of 
analysis. What is less often appreciat¬ 
ed is the fact that it may also be easier, 
compared tg the conventional approach, 
for exposition to students. A jperusal 
of the book by Walsh will dispel doubts 
of most of the sceptics in this regard. 

I 

Waldi explains in lucid terms the 
fundamentals of axiomatic approach and 
their relevance to 'the science of econo¬ 
mics. The discussions on theories of 
consumption, production, weHare and 
exchange are then carried out on the 
basis of axioms of choice theory as de¬ 
veloped hy economists. 

Walsh develops in a systematic man¬ 
ner the logic of the modem positivist 
school for whom the neoclassical refur- 
bishings of classical thinking in econo¬ 
mics had lost its appeal. By die middle 
of the 19th century the positions of the 
classical economists founded by the 
English economists. Smith and Ricardo, 
were being oriented towards a new di¬ 
rection by what came to be known as 
the neoclassical school with Marshall 
and Jevons in the lead. A robust faith 
in the rational approach that ail human 
beings are guided in their persona] ac¬ 
tions to try to maximise something that 
may be called utility and could be mea¬ 
sured and treated like numbers for pm- 
* poses of aggregation dlsUnguidied the 
neoclrasldstt from their predecessors. 


To diem also goes the credit of intro¬ 
duction of the smooth production sur¬ 
face with neat mathematical properties 
of continuity and differentiability. 

Leaning heavily on the concepts of 
Marshallian utility, Figou worked out 
the struoture of welfare theory. How¬ 
ever, the foundations of the neoclassical 
framework based on the concept of uti¬ 
lity were seriously undermined by the 
publication of the Essay on the Nature 
and Significance of Economics by Rob¬ 
bins. Robbins held that the object of 
the science of Economics was to deter¬ 
mine die choice through ordinal ranking 
of alternative ends..when the means for 
attaining the ends were scarce in supply. 
Quantification of the measure of utility 
as in the neoclassical system was not 
considered necessary in economic theory. 
The logical positivists in Britain refused, 
following Robbins, to accept any con¬ 
cept of utility that could not be tested 
through actual observations. They show¬ 
ed that beneath the scientific jargons in 
which it was clothed, Figouvian welfare 
theory' was actually woven around the 
value judgments derived from utilita¬ 
rian moral philosophy. The answer to 
the neoclassical challenge was provided 
by the Hicks-Alien construct of indiffe¬ 
rence curve where the neoclassical con¬ 
cept of utility was given the go by. The 
indifference curves, later generalised to 
indifference sets, consisted of points in¬ 
dicating collections of goods between 
which a consumer remained indifferent. 
Indifference curves at hig^r levels con¬ 
tained points all of which were preferred 
to those on curves at lower levels. With 
these simple properties the indifference 
curve analysis broke away from the 
shackles of neoclassical utilitariani.'un 
dispensing with the needs of quantifica¬ 
tion and scaling of utility functions. It 
was no longer necessary to evaluate 
utility to a common measure for purpo¬ 
ses ^ comparison. Simple ranking of 
preferences permitted a comparison be¬ 
tween them. It was even possible to 
make a choice betwerai two collections 
of items which did not bear any physi¬ 
cal resemblance to one another. 

The impact of the new analysis on the 
established welfare theory was consi¬ 
derate. In the received theory it was 
not only assumed that satisfaction en¬ 


joyed by individuals from contumptlan 
of different goods and services could be 
reduced to a common measure of utility 
but also that they could be added over 
to forni total utility for die society as a 
whole. In Pigou's frame of analysis, 
based on Marshallian-law of diminishing 
marginal utility, total welfare of the so¬ 
ciety increased as a result of redistribu¬ 
tion of income from the rich to die poor. 
The logical positivists led by Robbins 
mounted the attack against Pigou’s posi¬ 
tion by disclaiming the validity of any 
comparison between utility enjoyed by 
one person and that enjoyed by another. 
They would not advocate a policy di^ 
could cause damage to any single mem¬ 
ber of society. For, such a policy would 
imply that the interests of those adver¬ 
sely affected by it were less important 
than the gains of those who were not 
so affected and this involved inter¬ 
personal comparisons. 

The Principle of Pareto optimality 
came to be a useful aid to their under¬ 
standing. It acknowledged that an in¬ 
crease in the welfare of the society 
could be achieved only throu^ such 
measures as would add to the welfare 
of some of its members without any loss 
to the others. In their preoccupation 
with the formal logical apparatus the 
new welfare theorists have often assert¬ 
ed that no value judgments should be 
permitted to interfere with their analy¬ 
sis. Walsh ri^dy expresses doubts if the 
gains by the modem swing mi^t not 
have outweighed the losses from the 
rounds of Pigouvian analysis. Hardly 
any policy implication can follow from 
the contemporary treatment of welfare 
economics that may lead to redistribu¬ 
tive justice. 

n 

Application of the modem mathema¬ 
tical methods in economics would have 
lost much of its significance if it remain¬ 
ed merely an alternative means of inter¬ 
preting economic theory. Mucdi of its 
strength lies in successful exploration of 
areas which remained obscure for inade¬ 
quacy of rigour in the earlier analyses. 
The new tools of analysis were Instm- 
mental in advancing new ideas in eco¬ 
nomic theory. Illustrative in consumer 
theory are the axioms of nonsadation and 
convexity. The first ensures diat no con¬ 
sumer is satiated with all commodities so 
that there is a continued effort on his 
part to move to more and more preferred 
positions. An equilibrium for a consu¬ 
mer can be reached only on tbe frontier 
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of tbe attetnaUe region do^ed by dte 
wealth congtraiat w the price line. The 
retevmce of the axioms is better i^pie- 
ciated when one recalls that a complete 
indifference cur^e would be represented 
by a closed curve, a circle in two di¬ 
mensions, for Instance. The arc in the 
north-east quarter of the circle would 
represent the region of satiety where 
both the commodities were redundant. 
One would be indifferent to having more 
of one of them only if one could take 
less of the other. The axiom of non¬ 
satiation takes the offending part out of 
the picture. 

The axiom of convexity removes one 
of the difficulties encountered in explain¬ 
ing economic theories in terms of classi¬ 
cal mathematics with its assumption of 
continuity and differentiability. The 
smooth curve in indifference analysis in 
the received literature stood for continu¬ 
ous change in the marginal rate of sub¬ 
stitution between tommodilies. It flew 
in the face of common experience where 
relative prices between any two commo¬ 
dities changed only with large changes 
in their quantities. The topological con¬ 
cepts of convex sets and connectedness 
ewer both the smooth curve as well as 
linearised segments on the boundary of 
an indifference surface by means of de¬ 
finitions of strict and weak convexity. 
The axiom on convexity proves to be a 
cornerstone to production theory. With 
some restrictions on the assumption of 
increasing returns in production function 
the smooth production surfat'e of neo¬ 
classical theory emerges. Equilibrium 
conditions are attained on the boundary 
of isoproduct surfaces, similarly as in 
consumption theory, at the point of tan- 
gency with the wealth constraint. The 
potential of the mathematics of convex 
structure is extensively exploited in con¬ 
temporary production theory. Linear 
production models used in activity ana¬ 
lysis replace the siriooth production sur¬ 
faces with linearised segments. Relax¬ 
ation of the assumptions of continuity 
and differentiability here in no way af¬ 
fects the rigour of analysis. On the con¬ 
trary, it permits more realistic represen¬ 
tation of actual production processes. 

As is known, however, the elegant 
structure of neoclassical and contempo¬ 
rary economics based on the abstract 
notion of a perfectly competitive econo¬ 
my cannot stand up to the challenge ot 
monopolistic development if the princi¬ 
ple of increasing retiuns to scale is in¬ 
troduced in the system. The latter is 
aaiociated with non-convexity in produc¬ 
tion functions. The well-knit madtema- 
tical logic built up around convex sets 
loses most of its relevance when the pro¬ 


perty of increasing rettuits is considered. 

Walsh enlivens his discussions by oc¬ 
casional digressions into pn^lems of 
methodology. We are tempted to add 
one of our own before winding up the 
pre.sent discussion. Advancement in dif¬ 
ferent branches of science has often been 
found to accompany the development of 
tools of analysis in mathematics. Deve¬ 
lopment in modem economics stands out 
as an example here. Contemporary eco¬ 
nomics has, however, reached a critical 


AROUND 1864-65, there occurred a 
crisis of management in the affairs of 
the National Library, Calcutta. It was 
not unexpected. An institution which 
has been presided over for long years 
by a dominant person, any one who 
follows him finds his new authority un¬ 
dermined by colleagues who are not 
conditioned to accept bis leadership. 
Indi.scipline sets in, and inhibits progress 
of the institution. The Government oi 
India sensed this situation and appoint¬ 
ed a committee to examine the work¬ 
ing of the library, to sugg<'.st ways ot 
improving efficiency, and to recommend 
plans for future development. The 
committee circulated a questionnaire to 
elicit the views of interested parties. 
One such person was P N Kaula, the 
author of the book. He submitted a 
lengthy memorandum; and at the sug¬ 
gestion of some friends he gave the 
memorandum the form of a book. 

The text of the book is spread over 
several chapters. whose headings are 
deceptive, covering the same matter 
under different titles. The pith of it all 
is that the National Library works on 
wrong lines: doing things which a Na¬ 
tional Library should not do, and not 
doing the things which a National Li¬ 
brary should do — or at least not do¬ 
ing them as well as might be expected 
of a National Library. 

To some extent Kaula must be pre¬ 
judiced against fhe National Library. 
The library was started by the Govern¬ 
ment of India in disregard of the Thirty 
Years' Plan of Library Development, 
drawn up by Kaula's guru S R Ranga- 
nathan. To start with, the file contain¬ 
ing the plan was reported to be mis¬ 
sing. When it was printed as a Delhi 
University Publication, Government 
quietly put it Into deep freeze. It 


' May 

point where the axiomatic approach is 
found to be inadequate in accommodat¬ 
ing the dominant character of the capi¬ 
talist economy, that is the feature of 
monopoly. We are faced witli a situ¬ 
ation where the theory is required to fit 
in the Procrustean bed of formal logic. 
In this effort we have to sacrifice signi¬ 
ficant elements of real content. One 
looks forward for the progress of analy¬ 
sis to a higher level that may resolve the 
problem. 


might appear, therefore, that Kaula’s 
charges are coloured by prejudice; but 
even dispassionate observers will see 
that there is a core of truth in them. 

One way to evaluate the activities 
of the National Library would be to 
place tliem against the National Libra¬ 
ry Objectives agreed upon at the V 
UNESCO seminar held at Manila 
1964: 

(i) To provide leadership among twc^ 
nation's libraries, 

(ii) To serve as a permanent depo¬ 
sitary for all publications issued 
in the country, 

(iii) To acquire other types of mate¬ 
rials, 

(iv) To render bibliographic service, 

(v) To serve as a co-ordinating cen- . 
tre for co-operative activities, 

(vi) To provide services to Govern¬ 
ment. 

These have l)een quoted on page 106 
of the book. 

Can there be, any justification for (he 
National Library lending out niaterlall 
committed to it in trust for safd'.deposit 
and preservation for posterity? Even the 
fact that, in 1603, the National Library 
had absorbed the Calcutta Public Li¬ 
brary would not justify the lending of 
trust materials in violation of such 
terms. It is not even known wheAer 
any of the materials lent out have been 
lo.st, since there has been no stock ve¬ 
rification. It is true that libraries with 
a sizeable collection do not have a 
routine annual inventory of stocks. But 
the process of stock verification goes on 
continuously by means of the shelf-list. 
But those in the National Library are 
so tightly packed in cabinets that fin¬ 
gering them from day to day is ruled 
out. 


Demands of a National Library 

T D Waknls 

The National Library of India by P N Kaula; Somaiya Publications, 
Bombay, 1971; pp 175; Rs 16. 
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At the same time a children’s libra¬ 
ry, as part of the National Library, re¬ 
presents a wanton waste of resources 
for a National Library. On the other 
hand, the running of a Training Class 
mentioned by Kaula is a minor lapse if 
at oil. The University Grants Commis- 
•sion has, it is true, gon<' on record say¬ 
ing that the training of librarians 
should be the function of the univer¬ 
sities alone. The r'xistc-nce of a nume¬ 
rous qualified stuff and the large and 
varied ct)llection of Irooks and periodi¬ 
cals provide the irrt’sistible temptation 
for running of a training class. 

Conipare<l to the sins of commission, 
those of omission, listed by Kaula, are 
minor. The National Library, it is true, 
docs not hav<! a section for the blind 
or for seafarers; nor is there a section 
which would enable our embassies 
abroad to put across Indian ways of 
thinking and living. This, indeed, is 
a recommendation from the Thirty 
Years’ Plan. The President of the Li- 
Irrary Conference at Indore in 1H51 had 
criticised such a monolithic design for 
the National Library; the practice ol 
world libraries does not warrant that 
the National Library, should necessarily 
have the same roles. 

Kaula rightly points to the delays in 
publishing of catalogues and biblio- 
grophies by the National Library. The 
delay in bringing out the monthly In¬ 
dian National Bibliography and the 
annual cumulations is attributable to 
the rule that Government printing mu.st 
he done in the Government Printing 
Press only. This is generally overload- 
<‘rl with work orders. If the National 
Library was to have a small printing 
press of its f)wn the delays in printing 
catalogues and bibliographies may he 
avoided. The project for printing a bib¬ 
liography on Indology in 56 sections 
has also been languishing since the 
scholars who accepted the work did not 
fulfil their contract. 

Kaula is disapproving that (i) t]>e 
Indian National Bibliography appears in 
Roman script (ii) that the arrangement 
in the rlassificd part is by Devey in¬ 
stead of Colon (iii) that all Indian lan¬ 
guages are integiated in one sequence 
(iv) that it lists only 50 per cent of In¬ 
dian publications. Patriotism would dic¬ 
tate that Devuiiugaii should replace the 
Roman script, hut there is an advantage 
in confonning to the internationally le- 
cognised Roman script as it has greater 
chances of )>eing understood and appre¬ 
ciated in the world of learning outside 
India. It may he possible to have the 
best of both worlds by using Roman 
lor the INB, and Devanagari or other 


language scripts for the language vo¬ 
lumes. That would simultaneously 
give a useful breakup of the integrated 
bibliography. Except for the frenzied 
votaries of Colon, the Devey Sequences 
have not irked or hurt the actual users. 
Granting that Colon attains greater co¬ 
extensiveness, it has to be owned that 
its notation is cumbrous and that for 
all its theoretic excellence it is used 
less extensively than Devey. 

Publishers take advantage of the le¬ 
nient penalties in the Delivery of 
Books Act and fail to send materials 
to the Libraries. One of the remedies 
suggested has been that copyright 
should be made dependent on deposit 
in the National Library. Another sug¬ 
gestion is that Indian languages may 
he grouped in four divisions and col. 
lection of materials in each division 
should be entrusted to the respective 
regional centre (for example Madras for 
Tamil, Telugu, Kannada, Malayalam); 
the centres can more readily approach 
and prevail upon publishers to do their 
duty, and this division of work will 
have a further advantage in that langu¬ 
age scholars will lie available more 
readily and in greater numbers in the 
regional centres than in a far-off head¬ 
quarters. They can classify and cata¬ 
logue the material with greater facility 
and the INB could .be a co-operative 
and centralised enterprise. 

Kaula has rightly questioned the pro¬ 
priety of locating the National Library 
in Calcutta. Calcutta is no longer the 
capital of India and its situation is too 
far east for the convenience of the re.st 
of India. The practice the world over 
of having the national library ^situated 
in the capital is based on practical con¬ 
siderations. Apart from housing na¬ 
tional publications, a national library 
also acquires at considerable cost out¬ 
standing foreign publications. These 
are likely to be used more by legislators 
and officials than by ordinary scholars. 

Linked up with the question of lo¬ 
cation is that of the need for having 
regional centres of the National Libra¬ 
ry. 'These centres could form the re¬ 
serve resources of national wealth, could 
ensure that it is not destroyed at one 
swoop of natural or man-made calami¬ 
ty, and could make the wealth accessi¬ 
ble to readers without requiring them 
to undertake long and expensive jour¬ 
neys. The Library of the Asiatic Society 
of Bombay and the Connemara Library 
at Madras receive deposits of books 
under the D of B Act. But it. is im¬ 
perative that the Union Government 
makes adequate arrangements for their 
housing and management 


Lastly, Kaola’a suggestion dwt die 
Governing Council should be made 
more effective will commend itself to 
all. At present the Council meets mity 
once a year, and becomes a poas^e ob¬ 
server rather than an active adviser or 
governor. It should function Iflee the 
board of directors of a joint stock com¬ 
pany, meeting three or four times a 
year., The Librarian, like a managing 
director, should present it on each oc¬ 
casion with a progress report and plans 
for further action. The librarian in such 
a set-up will have to possess outstand¬ 
ing abilities, erudition, professional 
skills and skills of business management. 
The reviewing committee and the Khos- 
la Committee have both recommended 
that the chief executive should be of 
the calibre of the vice-chancellors of 
universities. With due deference it may 
l>e questioned how many vice-chancel¬ 
lors have proved themselves to possess 
the triple qualifications? There is, 
besides, no reason why the appointment 
of the librarian should be removed 
from the purview of the UPSC and put 
under the patronage of politicians. 

Kaula ha.s tried to reveal what to 
him looked like skeletons in the cup¬ 
board but arc in fact aberrations of 
well meaning enthusiasts. Nevertheless, 
he deserves commendation for his ef¬ 
forts. This is by no means .the first 
liouk of the author, and readers have 
the right to expect a better style, than 
that of a hobbledehoy. 
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SPEQAl ARTICLES 


Rural Works Programme 

Where It Has Gone Astray 


Ranjit Gupta 

The rural works programme, which is about to be given a big push and for which Rs 50 crores have 
been provided under the Four0 Plan, is by no means a newly conceived idea. It was initiated as early 
as in 1961 “to utilise to the fullest extent possible the manpower resources of the country and to 
ensure a substantial expansion in employment opportunities". The programme was a recognised failure 

Clearly, therefore, not any programme, least of all the one we have had so far, will serve the 
professed purpose henceforth. Lessons have to be learnt from past experience and failures. 

The indicators are that, whatever the programme contents, or however radical the planning body 
at the top, it is the district-level development machinery that proves crucial. At the same time, a detail¬ 
ed blue-print of the project, which is based on resource surveys, is free of red-tape, and has enough 
flexibility in implementation, is necessary. 

Moreover, self-help and a programme of maintenance and repair have to be built into the rural 
works project. This calls for a degree of the human resource mobilisation requiring popular propaganda 


which officialdom has till now fai 

I 

Need for Perspective 

THE Rural Works Programme is about 
to be given a 'big push’. Apart from 
the provision of Rs 50 crores made in 
the Interim Budget, the programme is 
to receive a prominent place in the re¬ 
designed Fourth Plan. No one ac- 
(luainted with the appalling level of 
mass poverty and underemployment in 
the countryside will grudge ftis new 
orientation in the Plan framework. 
Planning for employment, backed by a 
massive rural works programme, has 
been long overdue not because nobody 
stressed the need but because the ‘com- 
mitte<l intelligentsia’ who rule the roost 
was opposed to the very idea on the 
ground that it was no more than a 
Candhian fad’. ’The apparent reversal 
in its stand now, whatever the reason 
for it, wall be welcomed by economists 
and activists concemesk with rural deve¬ 
lopment. 

It Will Not Serve the Purpose 

But this is not to say that any pro¬ 
gramme, least of all the one we have 
had so far, svill serve the professed pur¬ 
pose. Nor will that purpose be served 
if the organisational set-up of the deve¬ 
lopment madiinery at the district level 
or below remains as now — whatever 
the programme contents or however 
radical the plaimhig body at the top. 

The Rural Works Programme ii not 


d to use. 

a newly conceived project. It was 
initiated as early as in 1961 in keeping 
with one, of the basic objectives of the 
Third Plan; “to utilise to the fullest 
extent possible the manpower resources 
of the country and to ensure a substan¬ 
tial expansion in employment opportuni¬ 
ties”. Eight years later, the programme 
was given an unceremonious burial. 
It was given no place in the Draft 
Fourth Plan, released in March 1969, on 
the ground that it had not yielded “re¬ 
sults commensurate with the expendi¬ 
ture”. 

What were these results, and why did 
they fall short of Plan expectations? 
What happened to the allocation of 
Rs 25 crores which the Prime Minister, 
in her Budget for 1970-71, had ear¬ 
marked for ‘rural works’ in famine- 
prone areas; or to the .subsequent allo¬ 
cation of Rs 50 crores, which she an¬ 
nounced a few weeks before the dissolu¬ 
tion of the fourth Lok Sabha? It may 
be worthwhile to look into some of the 
past records which have a lesson to 
offer. 

Past Lessons in Rural Works 

The Rural Worfo Programme, carry¬ 
ing an outlay of Rs 150 crores under 
the Third Plan, was launched to pro¬ 
vide employment to about one lakh 
persons in the first year of the Third 
Plan, rising gradually to about 2.5 
million i>ersons by the end of the Plan 
period. Throughout the Plan period. 


the programme progressed slowly and 
more as a doing agency distributing 
bi(s of money and patronage than as a 
<lynamic development pivot as was en¬ 
visaged in the Plan. Even the employ¬ 
ment opportunities created were far too 
insignificant to make any visible impact 
anywhere in the countryside. 

Reasons for Failure 

Why the programme flopped so 
badly tnay be seen from the following 
observations of the ‘four-year’ study of 
the- programme conducted by the Pro¬ 
gramme Evaluation Organisation:* 

(i) “Due to limitations of resources 
as a result of unexpected deve¬ 
lopments, the scale of efforts 
was drastically curtailed and 
only a sum of Rs 19 crores (as 
against the Plan outlay* of Rs 150 
crores) was made available du¬ 
ring the whole Plan period”; 

(li) “This, naturally, created uncer¬ 
tainties about the continuation 
and extension of die programme 
... the State Government, at 
times, could not plan and ser¬ 
vice the projects systematically"; 

(iii) “Progress of some of the minor 
irrigation schemes was hamper¬ 
ed ... either because enough 
thought had not been given to 
their immediate feasibili^ ... or 
because of the rigidity of admi¬ 
nistrative procedures”; 

(iv) "Delays in release of funds and 
technical sanction of schemes 
w/ere reported during all the 
years"; 

(v) "Shortage of technical and ex¬ 
perienced staff and rising cost of 
the schemes were experienced”; 
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(vi) "Lack of proper co-ordination 
and active participation amonK 
the concerned tccnnical depart¬ 
ments was another problem”. 

Some other weaknesses, observed or 
reported from time to time by research 
and voluntary agencies eoncs'med with 
rural development, may also lie noted:’ 

(1) Insistence on xhramdan as a pre¬ 
condition to execution of spe¬ 
cific projects under the program¬ 
me. not only hampered progress 
but also led to the exploitation 
of the very sections of the popu¬ 
lation for whose benefit the pro¬ 
gramme was expressly conceived. 

(2) Failuie to draw up a technically 
sound ‘master plan' of the areas 
under development led to hap¬ 
hazard and defective execution 
of the schemes. 

(3) Investments made disintegrated 
fast due to the almost total neg¬ 
lect of regular repair and main- 
tenanc-e of the works under the 
programme. 

(4) Mobilisation of available man¬ 
power resources fell short for 
lack of emphasis on publicity 
and training to enthuse, iieople’s 
participation. 

Obviously, these weaknesses will 
have to be remedied to give fil¬ 
lip to the programme. Much would de¬ 
pend on the approach of the planners 
and tile initiative and efficiency of the 
development machinery especially at 
the district level an<l below. A few ex¬ 
amples may illustrate the point. 

Pl.ANNINC: AGAINST I’oVEItTV AT DlSITUCT 

Levei, 

Muzaffarpul, a district in the rich al¬ 
luvial plains of north Bihar which at¬ 
tracted public attention about a year 
ago because of the sudden emergence of 
a few Naxalites, is one of the poorest 
districts in the country. According to 
a study conducted by the National 
Council of Applied Economic Research,* 
the per capita income of the district in 
1955-56 was as low as Rs 102. Among 
the 29 distiicts in the country which the 
study classified as "bottom 10 per cent 
of districts when arranged on per capita 
district income”, Muzailarpur ranked as 
the fourth poorest. The per capita in¬ 
come of the two nd)oming districts — 
Saran and Darbhanga — was even less: 
Rs 96 in 1955-56. 

By 1960-61, however, the per capita 
income of the people of Muzaffarpur 
stood on the lowest rung. It then rank¬ 
ed as the poorest district in the whole 
of Bihar* with an average per capita in¬ 
come of Rs 142. 

.\nd yet the district is not lacking in 
either natural wealth or soil fertility. 
The soil of the district is extremely fer¬ 
tile. It Is also richly endowed with 


rivers and rivulets. Apart from the 
Canges and the Candak, three perennial 
rivers flow through the district: the 
Bagmati, the Burhi Gandak and the 
Baya. 

De.spite this rich river base project¬ 
ing the immense irrigation potentialities 
of the district, a little over 2.3 per cent 
of the district's gross cropped area in 
1961 was under irrigation. Thirty years 
ago, in 1931, when the country had 
neither a Yojana Bhavan nor a develop¬ 
ment-oriented popular government, the 
situation was radically different. The 
gross irrigated area in that year was 
about 223,000 acres. By 1961, as much 
as 180,000 acres of this land had turn¬ 
ed dry. A little over 43,000 acres were 
all that was left as gross irrigated area 
in 1961. Along with this shrinkage in 
irrigated acreage, the total cropped area 
also fell from 2,59,3,000 acres in 1931 
to 1,858,000 acres in 1961. or by as 
much as 735,000 acres.* 

The decline in irrigated acreage has 
been a chronic feature of the agricul¬ 
tural record of the district ever since 
1931; the rate of decline being as alarm¬ 
ingly high as 42.6 per cent during 1931- 
41, .56.3 per cent during 1941-51, and 
22.1 per cent during the most promis¬ 
ing decade of Indian Planning: 1951- 
61. 

The continuous fall in irrigated 
acreage, averaging 5,570 acres per year 
during 1931-61, explains one of the 
major cau.ses of the growing poverty 
and backwardness of the district. The 
loss in value of the annual (1960-61) 
gross output of agriculture, at 1960-61 
prices, as a result of the fall in total 
cropped area (735,000 acres), was as 
high as Rs 13.72 crores. 

All this has happened despite the fact 
that the district has 40 development 
blocks and a host of development de¬ 
partments; together they share an esta¬ 
blishment cost of over Rs 1.2 crores a 
year. The corresponding development 
expenditure,' will also run into crores 
of rupees if totalled since the start of 
the First Plan. The loss of 180,0(X) 
acres in irrigated area could have been 
recovered at a cost far less than that 
hitherto spent. 

The purpose of citing this example is 
not to demand explanation as to why 
this was not done — even though that 
may be the right thing to do — but 
simply to pose the nature of the pro¬ 
blem, whether of poverty or of deve¬ 
lopment, as it obtains in the field. If 
planning and its executing agency hope 
to eradicate poverty by killing the goose 
that lays the egg, the poor will neither 
have the goose nor the egg. 


Red Tape in PuninjA Pkoject 

Let us take another example. The Pu- 
rulia Tank Improvement Project’ In 
West Bengal, which was one of the first 
projects of the type envisaged under 
the garibi hatao plan, was initiated in 
1962 by the Government of West Ben¬ 
gal for the improvement of derelict 
tanks in Purulia district and so to pro¬ 
vide employment to local unskilled 'la¬ 
bour. Briefly, the project envisaged re¬ 
excavation of about 1,000 derelict tanks 
with a total investment of Rs 30 lakhs. 
Nearly three-fourths of this amount was 
to go to the rural workers as wage 
costs. Wages were paid in kind, in food- 
grains, in view of the chronic scarcity 
conditions obtaining in the area. 

The project establishment included a 
cadre of technical and office stall — 75 
workers in all. Nearly all the senior 
di.strict development officials, including 
the Deputy Collector and a few State 
officials, were ex-officio attached to the 
project or somehow associated with it. 
The project had the blessing of B C 
Roy. Sudhir Cbush, a well known ad¬ 
ministrator and public worker wielding 
con.sidorable influence, was its origina¬ 
tor and chairman. 

Notwith.standing all this $upi>ort and 
e.xpertisc, the project yielded precious 
little. Why':* An evaluation of the pro¬ 
ject conducted by this writer in 1967, 
when it was about to be written off as 
a colossal failure due to red tape 
and bureaucratic mishandling, offers 
valuable lessons. 

During the first four years (1962-86) 
of its working, the project coiild reno¬ 
vate only 150 tanks. Another 329 tanks 
were partially completed. The wage 
and material costs on reconstruction of 
these tanks averaged about Rs 6,181 
per completed tank (or Rs 284 per 
acre), and Rs 5,138 per uncompleted 
tank (or Rs 205 per acre). By then, 
more than Rs 26 lakhs or a little over 
88 per cent of the total investible fund 
of Rs 30 lakhs, intended for the re- 
excavation of about 1,000 tanks, had 
been spent. The balance of Rs 4 lakhs 
left with the project was inadequate to 
complete even the partially completed 
schemes. Possibly, this too was not 
done since the Purulia Development 
Board, of which Sudhir Ghosh was 
chairman and which was entrusted with 
the overall planning and direction of the 
project, was suddenly suspended by ex¬ 
ecutive order. The susp^ion came 
soon after Sudhir Ghosh fell out with 
the ruling party in West Bengal — at 
that thne the undivided Congress — 
and decided to contest the 1667 Lok 
Sabha elections from the Pumlia con- 
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stituency as an independent rather than 
us a Conjircss candidate. 

I’olitics apart, the benefits accruing 
from the works undertaken were extre¬ 
mely limited. Their average command 
area varied from 21.7 acres for complet¬ 
ed tanks to about 25 acres for partially 
completed tanks, though the actual uti¬ 
lisation among the latter was much 
lower. 

The utilisation, or operational useful- 
ne.ss, of most of these schemes was bad¬ 
ly affected by technical defects in their 
construction, luck of scientific planning, 
and chronic administrativ*' and proce¬ 
dural difficulties. As many as 71 forms 
had to be filled in to take up a single 
woik and carry it thnjugh. Though 
siibsi'iiuently the number of forms was 
somewhat reduced, the filling of each 
fonn entailed many complicated proce¬ 
dures and time-consuming technicalities. 

A study" of 10 randomly selected 
schemes thus showed that, work on 
i-ompleting the preliminary forms pre¬ 
ceding the sanction of u scheme by the 
Deputy Collector alone took about a 
.\’<-ar» .Another year or more was spent 
on forms and schedules linked to execu¬ 
tion and completion of the scheme. On 
an average, it took about 15 months to 
renovate a tank with a command area 
totalling 50 acres or less; a little over 
19 months jwr tank with a command 
area ranging from ,50 to 75 acres; and 
alxmt 20 months per tank with a com¬ 
mand area exceeding 75 acres. 

Ofh-n, work on a scheme had to be 
slopped because of some silly technical 
objcition. By the time the technicalities 
s''cre fulfilled and the necessary sanc¬ 
tion for re.starting the work was obtained, 
lire work could not be taken up because 
th(' rains bad meanwhili! washed aw.ay 
the earlier works. Any demand for 
uddikional allocation involved the risk of 
having to go through the whole gamut 
of administrative irroccdures. Halfway 
through, or worse still, by the time the 
sanction was in sight, the financial year 
might have come to an end. The uew 
budget, with its new look and new ori¬ 
entation, naturally demanded fresh sanc¬ 
tion as the unspent fund earlier sanc¬ 
tioned had lapsed with the close of the 
‘last year’. 

Inevitably, all this affected the tech¬ 
nical quality of the works executed — 
whether completed or in progress. A 
giouii of 152 cultivator-bcncfieiaries 
who were interviewed reported that over 
92 per cent of the completed works were 
d<-lective, that they could not make full 
use of them because of such glaring 
technical defects as 'irrigation source 
defectively located’, 'water-level low 


and therefore flow of water unsatisfac¬ 
tory’, 'works not b.-ised according to the 
topograplrical features of tire command 
area’, and tlv like. Tire project officials 
also agreed with these views — though 
they felt that only ono-llrirds of the 
completed schemes sirffc'rcd from these 
defects. 

To sum up, the two impoitant Ics.soiis 
which the l’iiruli,i Prerject offers, and 
which the crash inogrammc for rural 
works must uoik out in iiracticc are: 

(1) The need for an efficient system 
of execution for iirogramnio.s of 
this type. 

(2) The iK'ed for .an agency capable 
ol eirfoierng this .sy.stem. 

Svrrcss SroriY or- J’B.STAi'Pun Phoject 

How effective the results could he if 
both these needs are m<'t is illustrated 
by a project ptc.senlly under c.\-ecittron 
by a voluntary body in lh«^ Pralappitr 
block in Ilnzatihitgh district in Bihar. 
Like the Pitntlia project, the Pratappur 
project is also intended trr irtovidc em- 
irloymcirt to local labour tliroirgh exca¬ 
vation and consliuction of minor and 
nredium irrigalton works (ahars and 
check darns).'* ’I'he project, initiated in 
1968, is being rmplernertted by the As- 
sociatioir of Voluirtary Agencies for 
Rural Development (AVARD) in colla¬ 
boration with the National Committee 
for Ftwdorir Prom Hrtnger Cantpaign 
Society (FFIIC), tire Bihar Relief Com- 
nrittec, aird the (Central Agency, West 
Germany. 

The geophj'sieal and agrieultural 
condrtiuns in the two districts of Ilazari- 
bagh and Purulia are almost the same. 
Both arc located rn the Chhota Nagpru 
belt, nre schemes c.vccirted under the 
two projects atr- also stiitilar in rrature. 
Wages to rural workers employed by 
the Pialapprtr project are, however, di.s- 
trihuted both in kind (wheat) and in 
cash — not in kind alone as in the Pu¬ 
rulia project. The only other diffr-rence 
between the tun is that, while the Puru- 
ha project was a governmental effort 


Estimates 

Per acre arsts (Rs)* 

Average benefited area per 
scheme (acre) 

Average per man-day wage (R.s) 
Number of man-days employed 
per Rs 100 inscstnient* 


executed by the ollicial inachiiicry, the 
Pratappur project is a voluntary offoil 
Ireing executed by a noii-ollicial machin¬ 
ery. 

A I’lojccI Comiiiittec with Jayapra- 
k:ish Narayan as Cliaii-man is rcsiioiisilile 
lor overall direction and policy-making. 
'J'he project staff, niiiiihei iiig about one- 
eighlh ot the Puiiiha irrojcct'.s staff 
sirenglli, include a piojcti officer, a ci¬ 
vil engineer, Ilircc overseers, and four 
siihoidinate field and/or office stall. 
Tlu’ rules and piocr’diircs guiding the 
project ojxTalions ari' simirlc and work- 
oriented, designed jvi inuirily to ensure 
speedy and clfcctivr' iinplcjncntation oi 
the irrograinme. 

'I'lio two main oiijcctives the project 
i.s expected to achieve in tiro 4 years — 
l(Xf8-72 — with an over.all budget of 
about Rs 23.72 lakhs arc; (a) wating 
additional inigation facilities in tire 
Pratappur block of about 6,500 acres, 
and (h) providing cmploynienl to local 
nnskillecl labour equivalent to about 
8.26 lakh man-days. The total hndgi't of 
Rs 23.72 lakhs is alloeated under three 
broad In ads; 72 per cent of wages; 13 
jier cent on materials, tools, and equip¬ 
ment; and lire icmaining 15 per cent on 
project overheads. 

With a year to go, the project has 
achieved nearly three-fourths of the tar¬ 
gets set before it at a total cost of about 
Rs 15 lakhs — or with 63 per cent of 
the lotal funds allrrtted lo it. Table 1, 
contp.ariiig the rc.sulls ol the Pratappur 
project with those of the Pttruha ivrojcct 
in respect of similar works (renovated 
tanks) sjicaks for the acliicvcmerits of 
the two. 

It will be .scon that iho average com- 
tir.rnd area ol the Pratappur schemes is 
nearly two and a half lirras more than 
tli.rt of the Pnniha seheines, ,ind yet, the 
jier acre cost of the Pralajrpur schemes 
IS less by Rs 184 — even though the 
piojce-t paid a higlici wage rate at 30 
paise more jrcr in.an-day compared to the 
I’uinlia project. The liighcr pci nran- 


i’ratappiir 

Puiiili.i 

Project 

Project 

200 

281 

50.5 

21.7 

1.63 

l.,33 

52 

a5 


* Estira.itcs of cost and/or mvestment icl.iti' lo wage costs pins maten.ils 
costs. 

Source: Field .study and evaluations co iductral Iry flic author. (Estimates per¬ 
taining to Purulia project relate, to 1902-66. The Pratappur project es¬ 
timates, on the other hand, relate to 1968-09). 
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rlay wage, and thi- increased material 
cost due to the increase in prices over 
lh<- past 4-5 years, account for the 
lower level of employment generated hy 
th<‘ Pratappnr project — 52 man-days 
per Rs 100 invest<-d against 65 man- 
days under the I’ninli.i project. 

Technically, howevd, the I’lalappnr 
schemes aie l.n laltei planned and 
exi'cuted. IHilisalion oi completed 
works almost touches capacity. The 
cnIlivaloi-heneficiarK'.s contacted in the 
field wcie generall)' highly impressed 
and satisfied with the works of the pro- 
)<'ct In several cases, even the partly 
renovated tanks were in use. 

All this does not mean that the pro¬ 
ject did not run into problems. It did 
lace sev<Tal dillicnlties at all stages of 
project planning and execution. But its 
organisation, tnaiked hy flexibility in 
apjnoach, team woik, and ah.sence of 
red tape, w.is able to re.solvc these 
tnoblcms amicably without any undue 
loss of time or moiic). Mention may be 
made of two specific problem situations 
which the project cncorrntered and the 
W'ay these wise ic-solved, as that would 
highlight the significance of this .state¬ 
ment and give an idrsi of the nature ol 
cxpcitise and decision-making needed 
in a piogiamine ol this type. 

Before the project was started, the 
pioject authorities carried out a survey 
of the landless labouri-rs residing in the 
aica in order to delennine the number 
of winkers who might be available or 
willing to join the project ns daily wage- 
earneis. The snivey showed that the 
project aiea contained about 4,000 
adult landless labouiers and that nearly 
oiK'-h.dl ol them might join the project 
as daiK' wage-earners. Accordingly, the 
time-tabli' foi execution of project 
scliemi's was drawn up. 

Dining the first nine months of the 
programme’s imirlemeiitation, however, 
it was found that as against 2,000 
woikeis originally I’stiinated the project 
li.id diawn only 100-200 workers per 
day dining the busy .season and about 
600 woiki'is per day during the slack 
season This, despite the wage r.ntes 
olfeicd b\ the pioject being 40-60 per 
cent higher than the rates normally 
obtaining in the aiea. 

II this had coiitiiiucil, the project 
w oiilil 1 lave laied badK, both in terms 
ol progre.ss ol work and of ])rogiammc 
ovcihe.ul.s. It was .iiound this time that 
the picsent writer was ,isked to carry 
out an evaluation ol the project with a 
view to siiggeslmg remedial measuies. 
Some ol the rnajoi findings of this 
sfiiiK'" which explain the rea.sons for 
low turnout of labour force for project 


activities despite the .substantial popu¬ 
lation ol lanilless agricultural labourers 

in the, area, are reproduced at .some 

length since they have a bearing on the 

(luestion ol the size and nature of rural 

11 rideremploy ini’iit. 

(1) 'I'lie I’lataiipiir bloek is protected 
Idlest aiea, almost totally isolated 
lioni the social and economic life 
ol the distiict becau.se of its 
Iiecnliar geophysical location. For 
about 20 miles Iroiii its point of 
entrance the block is connected by 
a mud load sloping upwards into 
the hills. Thioughout the monsoon, 
the road remains closed to all vehi¬ 
cular traffic. Within the block, the 
road system is even worse. There 
is, theiefore, very little mobility of 
labour eithei Irom outside or with¬ 
in the block. 

(2) Apail from paildy cultivation in 
khaiil w'hich provides sca.sunal 
employment to viitually all landle.ss 
labourers in the block, the Forest 
llepailment offers scveial avenues 
of eiiiploymeiit during the non- 
agrieultiiial season. The probiern 
of undereiiiploymcnt is, therefore, 
not as acute as it is in some other 
parts ol Bihar lacking similar 
seasonal eiiuiloyment opportunities. 
Nearly (K) tier cent of the landless 
laboiii force in the block is absorb- 
e<l in agricultural and forest dc6v- 
ities almost eontinuou.sly for 8 
mionths (May to December) in a 
yeai, the average daily income pei 
.worker v.aiying from month to 
month as lollow's: May-Junc Rs 
1-2..50, ]uly-.Sei5tember Rs 1-1.50, 
and October-December Rs 2-2.50. 
About 40 per cent of the labour 
force IS absorbetl in these activities 
during January-February and about 
50 per cent cluiing March-Apiil, the 
average daily income per worker 
dining the two iieriods being in the 
range of Its 2-2.50 and Rs 2.50-3.00 
respectively. 

(3) The physical labour involved in 
eithei paddy cultivation or forest 
operations being less strenuous 
than that in the case of re-excava- 
tion or digging of tanks, the 
labourcTs in the area are, generally 
reluetanl to take up the latter 
work. Usually, they woik to earn 
just sulfieient to meet their mini- 
niiiiii consumption needs, and that 
too for the day in question. Nearly 
.ill ol them, fiom children to grown 
ups, aie addicted to heavy drink¬ 
ing. What they earn they spend 
mostly on drinking. If they have 
earneil enough to buy a bottle ot 
toddy and a li'w morsels of grains, 
they would rather picfer to call it 
.1 das than to carry on with work 
any linthei, come what may. II 
there is a niaiiiage in the village, 
the entile village may be absent 
lioni woik even if theie is nothing 
III store loi the moriow. 

(I) The mediuui or big cultivators 
employing lined labour do not 
lavoui the idea of landless labour¬ 
ers in their i-mploy to take up work 
aiiywheic else except with their 
prior pennission. Nor do these 


labourers favour the idea of leav¬ 
ing the employ of their traditional 
payrnasteis, least of all if the new 
p.iymaster happens to be an out¬ 
sider. 

(5) As for small cultivators, whether 
partly or principally underemploy¬ 
ed, they are most reluctant to take 
iijj work as wage-earners, especi¬ 
ally if the work happens to be any¬ 
thing other than farming. 

Based on these findings and other 
supporting data, the study estimated 
that the proportion of local labour force 
which the piojeef was likely to mobilise 
would at best lie about 1.4 lakh man- 
days a year. The work .schedule drawn 
up by the project oflicials, on the other 
hand, demanded a labour force neaily 
three times bigger than this, viz, 4.12 
lakh man-days. The choice was either 
to piolong the project by another 2-3 
years or to recruit, from outside the 
block, a labour foicc totalling about 
1 ,.300 workers foi a continuous stretch 
ol 200 days. Both alternatives were 
eipially unpleasant and costly. No other 
solution seemed to be in sight, except 
the one suggested hy the study — a sug¬ 
gestion wliitli any governmental body 
might have rejected outright. The Pro- 
jei t CoiniTiitli'c, however, did not hesit¬ 
ate to accept the jjroposal even though 
it mvolvi'd considerable risk, c.specially 
the imssible loss of time in experimenta¬ 
tion. But no .soonci was the proposal 
enloiccd than the daily turnout of 
labour force lOse from the previous level 
of l()()-2()() workers to well over 2,200 
woikcrs. 

Considering this result and the scope 
it offers foi mitigating the burden of 
the rural pool, we quote in full the pro¬ 
posal as detailed in the study report.** 
Better incentive will have to be 
given to local labourers if the 
rnaxiinum employment potentiality 
obtaining in the area is to be 
tapped. One of the best incentives 
could he the provision of a paid 
holiday every week as is the case 
with industrial workers. To pro¬ 
mote labour productivity and rem- 
larity in labour turnout, the weekly 
holiday allowance could be given 
to only those who have worked for 
six consecutive days during the 
week. The wage rates for earthwork 
on working days may be the same 
as now, i e. the rales in force per 
100 c It of earthwork done. The 
weekly holiday allowance, on the 
other hand, may he given as a fixed 
allowance, say, Rs 1.50 to every 
adult male worker and Rc 1 to 
every adult female worker. 

The incidence of this allowance 
on pioject costs will not be much. 
Assuming that the level of employ¬ 
ment rises to 1,000 workers jxir 
day, the additional wage costs per 
month on account of 4 weekly holi¬ 
days at an average of R,s 1.25 per 
worker per holiday will be Bs 
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6,000. Employment of outside 
labour corresponding to this size is 
expected to cost 2-3 times more 
than this. 

Many other advantages are ex¬ 
pected to accrue if the proposal is 
duly enforced. The incentive 
envisaged in the proposal is expect¬ 
ed to attract a large number of 
landless labourers, including even 
those who have so far kept them¬ 
selves akM)f from the project opera¬ 
tions. Apart from monetary incen¬ 
tive, the proposal is linked with the 
social habits of the people — their 
pref<;renccs and attitude to work 
and leisure. Many adult workers 
ciigagfKl in such foicst activities as 
collection of dry wood or tendu 
(tobacco) leaves may turn to the 
project, entrusting the traditional 
activities to their children. To the 
extent labour turnout exceeds the 
anticipated level, the incidence of 
weekly holiday allowance on pro¬ 
ject costs will be more than that 
<‘arliei staled. But, to the extent 
this is tiue, the problem of employ¬ 
ing outside labour and the 
accompanying high wage costs and 
ovciheads will also be reduced. 

The daily lurnoul of labour force 
is also expected to be less erratic 
than now, since the weekly liolid.iy 
'■illowance will accrue to only those 
who have worked lor six consecu¬ 
tive days in a week. Above all, 
tile introduction of the proposed 
scheme will be a unicjue feature. 
It will be the fiist attempt to pro¬ 
vide some social security to the 
disorganised landless agricultural 
labour force, the poorest strata of 
our society, 'rhere is no reason why 
the bettei-oH industrial workers 
or the sdlaiietl persons alone .should 
be entitled to wei'kly holidays 
whiU' their pool counterparts in 
agiicullure should loil day in and 
day out without any .security of 
income or lesl. 

Apart from the unu.sually high turn¬ 
out of labour (orce following the kitro- 
ihietiun oi the imiposcd incentive 
scheme, there has been a visible change 
Ill the behavioural pattern ol tJie land¬ 
less labouKTs. Till leccnlly, they 
accepted fhi' f.ict that periodic employ- 
rnonl oiiportumtics, without any gap in 
between exc-ept at the cost of losing the 
accompanying wage incotiie, followed 
l>y periodic depressions, were a part of 
flu-ir fate. Losing a day's joh, or more, 
even when the going was good, did not 
therefore m.itter much so long as they 
could keep their ill-iamed hunger in 
control. Absenteeism was, therefore, 
freipient, notwithstanding the high 
wage rates which they could earn from 
the project. 

A paid holiday every week is, how¬ 
ever, altogether a different proposition. 
They had never heard of such a thing. 
It was almost unbelievable. The result: 
ah.senteeisin or erratic participation of 


labour is no more a problem to the pro¬ 
ject. Wbat is more, as the project 
officer told this writer recently, the land¬ 
less labourers in the area have develop¬ 
ed a sense of commitment to the pro¬ 
ject. Even tlieii jiroductivily — daily 
output of woik — has improved, pro¬ 
bably in appreciation oi this sense of 
coiTirnihncnt. 

The point being stressed here is that, 
(jiiite a few x^opiihu notions about the 
so-calletl sluggish and inert rural poor, 
whellier ha.sed on soei.il research or 
foieign experti.si', will collapse like the 
proverbial hoiisi- of cards if the work¬ 
ing norms an<l coudilions are readjusted 
in accordance w illi the, social scale and 
jireleriMice of tlie inarticulate poor. 
Another lesson, «hieh this discussion 
oflers, is the one earlier sticssed; that 
a ladical develojimenl programme to 
alleviate the bin den of the rural pcKit 
demands not radiealisin in posture or 
word.s but re.ilisin in apiiroach and 
eiliciency in working. To isut it differ¬ 
ently, what we need is a lilanning or 
polies body iiossessing a.s simple a 
thing as horse-sense and an executing 
agenes eapahU ol cariying forward this 
sen.se into the backyard ol the village 
— not the roll-oriented l)ure.aucracy. 

Tlu' achievements of the Pratappur 
jiioject are l.ugelv due to its ability to 
meet these iii-eds. The, piaetieal worth 
ol the incentive scheme would have 
been nothing but foi this built-in stengtb 
of the iirojeet oigaiiisation. Many more 
instanees I'an be cited in support of 
tliis statement, but we will close this 
chapter by citing only one more case 
in iioint. 

Apart fioiii lenovation of existing 
tanks, the xirojeet progtamme includes 
eoiistruction of sis cheek dams — their 
eonimand area laiiging lioin 300 acres 
to over 800 acies from one dam to 
another. P'oiii of these dams have al- 
leady been tsmijileted, w'hile work on 
the lemaining two is nearing comple¬ 
tion. Two imporlanl technical pre- 
reipiisites wliitli have to he met before 
W'ork on ilams of this type could be 
uiuleitaken aie (a) field surveys to 
locate and ilelerinine their catchment 
area and storage capacity, and (b) a 
lollow-np teehnic.il survey to measure 
the slope of ifieii water outlets includ¬ 
ing the volume of water flow. 

Tf.e project aiea being mountainous 
and infested with wild forests, it wa.s 
diffleiilt to compl.'te those tasks with 
manual aid alone. Apart from physical 
dilficuldcs, a good deal of time was 
needed to do the woik manually. The 
overheads on siiivey and planning were 
also likely to lie quite high. Faced 


with these prospects, the project autho¬ 
rities invited the Air Survey Cwnpiiny 
of India (Calcutta) to carry out .an 
aerial survey oi the area in order to 
locate or mail out the sites best suited 
for construction of check cl.uns. The 
company took up the assignment, carri¬ 
ed out the survey, and sulmiittcd its 
technical repoit with an aerial map of 
the area showing the topographical 
features and exact location of the sites 
liest suited foi construction of check 
dams. All this took less than two 
mouths and exist aliuut Us 12,000. Had 
the work been entrusted to a team of 
surveyors travelling liy jeep or foot, the 
corresponding cost would have been far 
higher, both in terms ot money and 
time. , 

Yet a decision as logical and pragma¬ 
tic as this could not hav<' been taken, 
(especially at the distiict level or below', 
(as anyone laiiiiliar with governmental 
functioning will vouchsafe) if the pro¬ 
ject had been part ol a governmental 
appaiatus. Even il the idea bad 
occurred to a bright officer, be would 
have stopped with confiding it to his wife 
than have it placed before the higher 
authorities. An aerial siiivey (and that, 
too, proposed by a district official), for 
locating work for the rural poor or pro¬ 
viding water to the parched land of the 
toiling fanner, i.s a fantasy unheard of 
in tfie annals of Indian Audit. Nor is 
there any such precedent in the 150 
yeais ol riile-oiii'iited bureaucracy to 
‘guide’ a ‘liighcr authority’ today 1 

u 

Factors Contributing to Rural 
Poverty 

The details of the three casi' studies 
(Muzaffauiur, I’lirulia and Pratappur) 
lireseiited in the jiicvious section un- 
mistiikalily suggest the need for a 
dow'ii-to-eaith approach to the whole 
(imstion ol luial poveity and nnder- 
eiiiployment. 

The gravity ol the situation prevail¬ 
ing in the countryside both in respect 
of poverty and underemployment can 
be best si'cn ,fiom the collection of 
facts presented by the authors of 
‘Poverty in India’.*'-* According to them, 
"Alrout Its 800 crores worth of addi¬ 
tional employment has to be created 
annually to enable the rural population, 
leaving out tlie 10 p<‘r cent poorest, to 
secure a level ol living which is 25 per 
cent helow' what the Planning Commis¬ 
sion lias accepted as the nationally 
desirable inininuun”.'^ 

For obvious reasons an outlay of this 
order for lural works programme can¬ 
not be expected, not at any rate in the 
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Tadm: 2; Statewi.se List of Boitom 10 Peii Cent 
Dis'hiict Income (1955-56) 


Distmcts Per Capita 


Sui( 


Slate’s 
l’<'r Capita 


Biliar 

Income 

(Hs) 

149 

Uttai 

178 

I’larlesli 

Ol issa 

187 

My sole 

203 

Madhya 

I’lade.sli 

216 

,Assam 

268 


List ot Dutlom 10 Per Cent Districts 

(I’er Capita Income of Each District, in Rupees, 

i.s given in brackets) 


IDarbhanga (96), Saran (96), Muzaffarpur (102), Monghyr 
013), Palainau 025), Champaran (133), Gaya (140), 
llazaribagh (140), Ranchi (143), Bhagalpur (145) 

'I'ehri Garhwal (84), Deoria (98), Ahnora (115), Basti 
(122), Jaunpnr (129), Snltanpur (129), Azamgarh (130), 
Pratapgarh (132), ilarcioi (137), Faizabad (140), Gorakh¬ 
pur (140) 

Kalahundi (125), Mayurbhanj (127), Balasorc (136), Kora- 
piit (144) 

Tumkur (145) 


Sidhi (124) 

Gain Hills (144), 
045) 


United Miliir and North Cachar Hills 


Noll" J’ci capita income (1955-56) of the States not included in the Table were 
as follows; Kerala (its 228), Andhra Pradesh (Hs 229), Madras (Hs ^0), 
Uajastlian (its 232), (nijarat (Rs 270), Punjab (Rs 277), Maharashtra (Rs 287), 
West Bengal (Rs 295). 

Soiirrc: ‘iiiter-lfistriet and Intei-Statc Income Differentials, 1955-56’, op cit. 


iiniiiediatc liitiire tmd framework. The 
investnient prioiities of a rural works 
Iirogiainnie and its .strategy are, there- 
loje, as vital us the various other issues 
highlighted in this paper. At the same 
time, it IS essential to have a stuily in 
depth ol tlu' laclors conliibiiting to lurai 
povert>, Ol inhiliiting the growth of the 
iiiral .seetoi l■'oI, il the progiamnie Is 
to sneec ('ll in its aims, there mnst 
siinnltaiK'oiisK be a programme to 
neiiti.ilisi the l.ielois giving rise to 
pov<il\ . 111(1 to lelease the forces con- 
din iv( l(; sell sustained growth. 

'I Ik iialiiie ol these factors and their 
lel.ilive iiiipoit.iiiee aic likely tO vary 
I loin legion to legion. The priorities 
ol the ])iogi.miiiie should also vary 
.lecoidingK. Without pieti nding to 
generalise, we may, however, indicate 
Ih.il sindies in this field suggest that 
these l.ntois liioadly tall in live cate¬ 
gories . 

(1) The low piojiortion of irrigated 
aeie.ige to total cropped area, due 
to lark ol 11 ligation facilities. 

(2) liiiule((u,ite i xiiuiisiun ui industrial 
activities at the distiict level and 
below. 

(1) 'Ihe low projioitirni of ccononiic- 
ally active workeis to total popula¬ 
tion oil Ihe one hand, and the 
indnstiial (oiiiple.x or distribution of 
th<- woiking ioiee in primary, 
SI ( initials, and tertiary .sectors, on 
the othei. 

(I) Ine(|iiahties in land holdings. Nearly 
• it) pel cent ol the rur.il households 
ni the eoiintiy in 1960-61 did not 
rnltivate aiiv land or less than half 
.111 aeie each. “Jlouseholds cultivat¬ 
ing no land or less than 2.5 acres 
e.ah craisfitiited 57.59 ]>er cent of 
Ihe iiir.il households and between 
tliein they oix'ialed only 7 per cent 
ol Ihe total laud. On the other 
h.iiid, railv 2 09 of the households 
h.id o))rialional Iroldings oi more 
than 30 aeies each, hut between 
Ihein llies opeiated nearly 23 per 
rent ni land"." In many States 
the ineiiiialities in hind distribution 
sviie even gi cater. 

(.") Weaknes.ses in tlie administrative 
iiiaebmeis leading to ineifeetive, 
slow, and even laulty, implementa¬ 
tion ol development programmes. 

Alisenei- ol iiiigalion facilities or slow 
liiogiess on lilts liont is one of Uie 
most nnpoil.int laelors contributing to 
mass poveits .mil utulcremploymenl, 
espeei.ilK ni aieas whieli were part ot 
Ibe Zannndaii stein. The Gndings ot 
our Mn/allaipni study amply bear out 
tins lael. .V disliietwise survey might 
reveal .similar lesnlls lot many more dis- 
tiiets. pailienl.nly m Biliar and Uttar 
Pt.idesli. where the vacuum created by 
the .ibolitioii of Ihe Zamindari system 
still peisisis .\nioiig the 29 districts 
III the eonntry which the NCAER 
studs'' ilassifierl as ‘hottoin 10 per cent 
distiifts when aiiaiiged on per capita 


distiiel iiieome' as many us 21 districts 
thus belongi rl to these two States (see 
Lll.lr' 2). 

It will be .seen liom the Table that, 
as in Ihe ease of Muzailarpur, a large 
nunibei ol Uie pooiest districts arc, 
iioineally. situated rii the rich Gangetic 
plains, and tlial nearly all of them were 
covered bv the Zamindaii .system. 

'J'he level of |)oveity or per capita in¬ 
come and the net output of a region or 
area also deiieiid a good deal on how 
lire dilleienl seelois ol the erxrnomy arc 
eom|>o.sed. How i.idieally the relative 
si/es ol the dilleieiit sectors influence 
the value ol net output oi IXT capita in- 
eonie (an be seen Ironi the data pre¬ 
sented 111 ’fable 3 The Table compares 
the .scetoial distnbutioii oi district in¬ 
comes III lelalioii to the proportion of 
total vroikcis engaged m these sectors 
lor two disliiets in Bihar, ini, Muzaifar- 
pur with (be Inwest per capita inrxime, 
and Singliblniiii with the .second high¬ 
est per capita iiieoine in the State. 

The 'I'ahle shows that the value of net 
output ol .Muzailarpur in 1960-61 com- 
paierl to that ol Smghbhuni was less by 
Rs 19 croies, de,spite the fact that its 
working loiee e-veeeded by 32,000 work¬ 
ers. A closer look at the Table will 
show that this wars generally due to the 
lollovving reasons: 

(1) I’ledorniiiattec of the primary or 
agiieiiltural sector: The sector 
absorbed 83.6 per cent of total 
workeis III Muzanarpur as against 
74.6 pel cent in .Singhbhum. (The 
vaiialion in the two proiKirtions 
enabled Muzaffarpur to earn an 
out|iut cveeeding Rs 2.57 crores 
c'oiiiiiarcd to .Singhbhum.) 

(2) In.uieiiuate or relatively low ex¬ 
pansion ol the secondary or ma- 


nufaeturing sector: The propor¬ 
tion of vvoikers engaged in ma- 
mrfaetiiring and construction’ was 
only 6.2 per cent in Muzaffarpur 
as against 13 iier cent in Singh- 
bhnm. (The variation in this case 
lowered the value of net output 
of Muzaffarpur, in i-ompuiison to 
Singhbhum, by as much as Rs 
Rs 20.36 crores.) 

(3) Iiiaderjuate or relatively low ex- 
trunsion of ’transport and com¬ 
munication’ : The proportion of 
workers engaged in this activity 
was only 0.8 per cent in Muza¬ 
ffarpur us ag.rinst 2 per cent in 
Singbbhum. ('fhe variation in this 
case lowered the value oi net 
output of Muzaffarpur by Rs 4 
crores.) 

Tire relative size of these sectors and 
the participation rate (proportion of eco¬ 
nomically active workers to total popu¬ 
lation) oxirlam almost wholly lire rea¬ 
sons for vaiialions in the value of net 
output, per capita income, and tmjrloy- 
ineiit. This is further borne out by data 
pieseiitccl in Table 4 showing the per 
capita income, iiartieipation rale, and 
distribution ol working force, in each of 
the 17 ilistriets in Biliar in 1960-61. 

Our purpose in discussing these is¬ 
sues at length is to highlight the need 
for giving lop priority to irrigation 
works and broadbasing the scope of the 
employment programme to include both 
agriculture and industry. It will, in¬ 
deed, be sheer shortsightedness on our 
part if in our concern for poverty in 
India we ignore the paramount need 
to expand industrial activities at the 
local level. It will be still worse il 
this concern prompts us, as it seems to 
have done the authors of ‘Poverty in 
India', to throttle the existence of any 
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Table 3: Sectoral Disttobution of Workers and District Incomes 

(1960-61) 


Sector/Industry Per Cent of Total Value of Net Output 

Workers (Rs crores) 

Muzaffarpur Singlihhum Muzatfarpur Singhbliiun 


Primary production 

a3.e 

74.6 

36.49 

.34.92 

Manufacturing and construction 

6.2 

13.0 

5.40 

25.76 

Transport and communication 

0.8 

2.1) 

1.66 

4.65 

(Commerce and banking 

2.6 

2.2 

5.75 

4.04 

Services 

6.8 

8.2 

7.39 

6.25 

House property 

— 

— 

1.95 

2.02 

Total: 

100,0 

100.0 

58.64 

77.64 


Net output per worker 

(Rs) 425 

732 


Per capita 

income 

(Rs) 142 

379 


Source: S K Bose, op cit. pp 55, 62. 

village industry, especially tlin khadi 
programme which provides einploy- 
iwnt opportunities to over 35 lakh 
rural households. It is strange that the 
authors of this paper. despite- their 
well-merited and evidently genuine con¬ 
cern tor the poor, .should have thought 
it fit to ridicule and reject the khadi 
progiainme Ix'cause of the element of 
siihsidy involveil in its continuation. 
This swms all the more strange in 
view of their acceptance ol tlu; need 
for 'social assistance’ to the ‘poorest 10 
pci cont’. W'e do not know the, type 
of assistance they have in mind for im¬ 
proving the economic conditions of 
this section of the rural population 
which includes some seven million 
households. Nor have they indicated 
an>wh<‘re the scale ol ‘social assistance’ 
iieedeil to secure lor them ‘a level of 
living which is 2.5 pel ci-iit helow what 
the i’lanning Commission has accepted 
as the iiation.ally desiiahle iiiinimiiin’. 
But vve can, on our own, woik out the 
estimate hy using the slandaid thev 
have themselves adopted — Ks .324 per 
capita per aiimini as the miimniim con- 
suiiiptinn leqiiiremeiit of tho.se living in 
rural areas. The estimati' works out 
as high as Rs 59.3 crori’s, oi to ahoiit 
60 times more than the suhsidy being 
given to the khadi programme. The 
size of the poorest 10 per cent rural 
population being about 11 times nioie 
limn thos<‘ dependent on the khadi 
programme, this means that the au¬ 
thors ol ‘Poveity In India' have no he¬ 
sitation in accepting a ]>iogiamine of 
social assistance neaily six times more 
p<‘r household than the khadi subsidy. 
And yet. they would like the khadi 

programme to be buried b 'cause it 
does not fit in with their etsmomic 
orientation. 

It is not our purpose to examine cri¬ 
tically the case sshich the authors have 


.so painstakingly made against village 
industries struggling to keep themsel¬ 
ves afloat III tioubled waters with the 
aid of Slate subsidy. Our purpose is 
simply to point out the contradiction in 
their thesis. On tlie one hami, they 
admit the need lor a massive soci.il as- 
sistanci' luogianunc to deal with the 
piobleni of |)overty of the ‘poorest 10 
per cent’, though even this they have 
played on a low key by .summing up 
the whole i|iicstion in one single sen¬ 
tence in an aiticlc which runs into 65 
pages. And >et, on the other hand, 
we find them buss building up a case 
tor injecting an ongoing programme 
I,roviding emplosiiient opportunities to 
.some .35 lakh iiiial households belong¬ 
ing mainly to the category of ‘poore.sl 
10 pi'i cent' and needing only a fiac- 
tion ol this assistance. 

Even the economic contentious of 
then case are sve.ik if we examine them 
in the bioader perspective of .social 
costs and overheads needed to .support 
the growth of industries using advanced 
technology as against indii.stiies using, 
vxhat fh<- authors h.ive braiidc'd, ‘infe¬ 
rior technology'. If any empirical test 
is needed to verily the validity of this 
statement, u'e suggest a simple test. 
compare the piT capita state expendi- 
line on social overheads, infrastructure, 
adininistratioii, and law and order re¬ 
lating to two aicas — one housing in¬ 
dustrial workers employed in industries 
using .sophisticated or afivaneed tech¬ 
nologs. and the other housing rural 
eiaftsiiien opeiating iheir trade with a 
hacksvard technology. If the per capi¬ 
ta state e.xpeiiditure in the loimer ex¬ 
ceeds the latter and it this clifference is 
less than the per '.apita subsidy being 
given to village industries, the econo¬ 
mics underlying the thesis put forward 
by the authors will be substantiated. 
But if this is not the case, as is appa¬ 


rent when one looks at the two arith¬ 
metics, their contention must be- reject¬ 
ed on larger economic consideration. 

We may accc'pt the authors’ conten¬ 
tion that “in most cases, village indus¬ 
try does not require less capital per 
unit of output as comiiared to its mo- 
ilern counterpart”.'® It may be c-ven 

more in a few selected t'ases. But that 
is beside the point. In the situation of 
rural poverty and underemployment 
and taking into consideration the im¬ 
mediate prospei'fs of inihislrial growth, 
what IS important is not whether indus- 
tiy ‘X’ is more capital-intensive than 
indiistrs ‘V, but whether the scale ol 
investment iii-eded to start either of 
them is within thc‘ means of the small 
aitisans dispersed all over tlie country. 
Even il industry ‘X’, requiring a ctipi- 
tal of Rs 101). is mine capital-intensive 
Ilian industry ‘V. requiring capita! of 
Rs .50 lakhs, the foiinei is obviously tlie 
one* which can bc' conleiiiplafed as a 
source of employment to small artisans. 
This does not mean that industry ‘Y 
has no place .it all. It can always be 
started bv any entrepreneur possessing 
the requisite capital — whether it be 
an individual or tlie stafi'. But if the 
veiy existence of this industry .stifles 
the existence of industry ‘X’ providing 
eniploynient to sevcial thousand rural 
households in or around their place of 
residence, we need to decide whether 
we should deprive them of this oppor¬ 
tunity. In making our choice we should 
also bear in mind the high .social over¬ 
heads involved in supporting or servic¬ 
ing industry ‘Y’ using advanced tech¬ 
nology, irrespective of whether it is 
more labour-intensive or less so. Equal¬ 
ly, we .should not lose sight of the po¬ 
litical and administrative implications 
of replacing inihistry ‘X by industry 
‘V‘. If it is tine, as the authors stiy, 
that “some people, \\ell-me.uit though 
they are, simpl>' would not set the lo¬ 
gic ol ceonoiinc development",” it is 
equally true that .some economists, 
well-ground<‘d though they are in 
llu’ory, simply would not see the logic 
of social .and political di'velopmeiit. 

I’robably wisdom lies somewhere lie- 
Iween these extremes. II a technologv 
is not economically viable in the face of 
competition irom .idvanced technologv 
and is yet used on a wide seali' by the 
ri-ally crucial ‘human resoiiices’. the 
option is obvious. Soei.ilK, politiisilly, 
and even econoiiuealK. wisdom de¬ 
mands that they should be given 
enough scope and .i.ssistance to effect 
improvements in the quality and effica¬ 
cy of the technology at their command 
— improvements which may raise the 
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vialiilily of thi.s tcihnoloKy at u cost 
and oil a scale witliin the means of its 
users. The rationale iiiifh-ilyiiiK tlie con¬ 
cept of ‘jntei mediate tecfinolony' is 
precisely this. 

In case the use ol word 'intermediate' 
is mappiopi iate, let us eliaii|.;e it by all 
means. We m.iv tall it ‘miiii-.seale 
technoloKs’ oi '|>ooi man’s technology' 
or ‘iioii-eapitalist fe< hnology' ss'hichever 
is ae<«-plal)le to the autliois. Hut the 
point iiei ils to he stressed that neither 
the eoneepf nor its operational use 
presupposes that production ol commo¬ 
dities has to he “one homogeneous ac- 
tivits” Ol that “the ipiantnm of capital 
pel einploved workei should he the 
.same m all hranches oi piodiiction”."' 
Noi does It imply that "within an 
indnstis oi hraneh of jirodiiction” iheic 
should he "one siiigh- teehnologj' in the 
sensi' of one snigli’ capitiil-lahoiir 
latio"."' How the aiithois have arrived 
at these geiieialisations is not clear. 
Fill, the coneeiit ot intermediate tech- 
nnlogs, as slated earlier, simply im- 
plii’s that the elliiaes and viability of 
the li-ehiiolog\ at the disposal ol small 
artisans and iinul indiistiies should he 
impioved h\ inipioving the production 
liioeesses and the produelivits of the 
tools and ei|uipm<'nl tlies’ have oi can 
affoid to have. .Ml that tins iniplii-s is 
that inipiovenients ean he made, and 
should he inaile, in the capital striie- 
tnie ainl prodiietivits ol the li'ehnology 
they aie piesently using. And that 
this should he done keeping in view 
then skills and resoniees. piohleiiis and 


potentialities. As the situation in res¬ 
pect ol thi'se attrihuti's or possessions 
improve, the level of technology shouki 
also improve. The concept thus accepts 
that advances in technology should be 
a continuous process, the only (jualify- 
ing clause iK'ing that this prowss 
•should not he so as to leave a wide 
gair iH'tween the resoiiices and skills of 
the usi'rs on the one hand, and the re¬ 
sources and skills needed to apply the 
improved technology on the other. 

The eoneept fuither accepts that 
pioduetion is a multifarious activitv 
and that the capital-lahour ratio should 
vars aecoidingly both within an indus¬ 
try and branch of production. It is 
III laet based on the aceeptanee of this 
idea. It docs not call loi reiection of 
advanced teilmology in fields where it 
is best suited. As lai as this writer is 
aware, no one has yet said that heavy 
steel structiiials or railway coaches or 
Viiayanta tanks should he manufactur¬ 
ed with the .lid of ‘iiitermi'diati' teeh- 
nology’. Noi has anyone asked tor de¬ 
grading till- technology or capital stnic- 
tuie ot small scale indiistiies to a 
lossei level. On the coiitraiy, the ui- 
gent need loi iipgiadmg a backward 
technology, which is confined today to 
Miial aieas and m such fields as pro¬ 
duction of hanilloom and khadi, has 
been stie.ssed The aims and opi-ra- 
tioiial area ol this technological pro- 
gi.iiiinie are the same as those oiitlineil 
loi rural vsoiks piogramme. viz, pro¬ 
ductive emplosment to the iiiral under¬ 
employed, mitigation ol iiiial laiveitv. 


and ‘growth with social justice’. The 
two programmes should, therefore, 
constitute an integral part of the over¬ 
all employment programme. 

Ill 

Proposals and Rectminiendations 

We have discussed at length the va¬ 
rious asiiects of the problem of rural 
poverty and underemployment, and 
the measures m-«-ded to tackle the pro¬ 
blem. In undertaking this exercise, 
we have consciously confined ourselves 
to those issues and areas which have a 
hearing on the central theme of oui 
discussion — a national development 
programme to ensure substantial ex¬ 
pansion in employment opjxjrtunities 
in the rural aieas. It is for this reason 
that we have omitted from the purview 
oi our iliseussion the riiiestion of in- 
eipi.ilifies in land holdings which is 
really a iiroblem of land reform. 

The recommendations which follow 
from this discussion an- siiminarised in 
the lollowing. 

Ohjectitv.'i wid Apytrotwh; 

(i) The scope of the programme 
should be broadeneil to enable inohili- 
satioii oi Ideal man|)ow'er and other re- 
.soiirees, not only through agricultural 
development iirojecls but also through 
rural indiistiies projects. 

(li) The emphasis of the programme 
should be on enipkn’ment on the basis 
111 existing .skills as al.so on continuous 
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Construction 

mcation 

Services 

Mii/allaipiii 

142 

.•1.1..5 

81.6 

6.2 

0.8 

9.4 

1 i.'iibliang.i 

l.'>2 

■1.5.0 

80 0 

9 6 

0.9 

9.5 

.S.ir.ni 

l.Tl 

■u.s 

8.1 0 

7.9 

0.9 

8.2 

.S.ili.usa 

Hil 

45.0 

87.6 

1.7 

0.4 

8.2 

(i.is.i 

191 

41.0 

82,8 

6.5 

1.1 

9.6 

I’alainaii 

2(KI 

47.H 

87.1 

4 4 

0.8 

7.7 

(ihanip.ii.in 

201 

41.1 

88.0 

4.9 

0.5 

6.5 

Moiighs 1 

214 

.18 8 

75 6 

9.2 

2 0 

1.1.1 

llliagalpiii 

21.". 

41.7 

75.1 

9.4 

1.1 

14.2 

Hanehi 

217 

.56.1 

86.6 

.5.9 

0.6 

6.7 

Saiilh.il l‘aigan.is 

220 

.52.5 

86.6 

5.1 

0.8 

7.0 

I’uine.i 

229 

.19.5 

80.4 

6.1 

1.2 

12.1 

liur.aribagh 

2.'>0 

48 5 

85.9 

6.5 

0.9 

6.7 

I’alna 

2.'>l 

17.0 

68.9 

10.1 

2.6 

18.1 

Shah.ibad 

270 

■17.1 

74.5 

9.1 

1.2 

15.2 

Smghbhiim 

.'179 

51 7 

74.6 

11.0 

2.0 

10.4 

Dli.inl i.ul 

.517 

48.8 

74.4 

10.1 

.1.2 

12..1 

Bih.ii 

217 

41.1 

81.1 

7.5 

1.2 

10.2 


.Source: 'Income and Its Distribution m Bihar', op eif. 
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improvement of the skills of rural 

workers — especially rural youth. 

(iii) The locus of this creation of 
skills should 1 m' inteniiediatc (or mini- 
scale) technology. The hroad ohjectives 
ol the proKramme should he to improve 
th<’ productivity of local crafts and 
skills, in terms of both productivity pet 
unit of capital (capital-output ratio) 
and pioductivity per unit of lalwMir (la- 
liour-oiitput ratio), through technologi¬ 
cal and other improvements on us small 
a scale and with as high an employ- 
iiient i^otential us arc compatible with 
cilieient utilisation of available skills 
and resources. Though the stress should 
lx* on maximum employment of local 
resouiccs, the possibility of constant 
technological improvement, use of 
power and cheap and small-sized equip¬ 
ment .should not be ruled out. Indeed, 
keeping in view the basic aim of effec¬ 
tive mobilisation of indigenous labour 
and H'sourcf's, the objective sho\iId l)e 
improvement at all li-vels ol production, 
organisation, and inanageinent. 

(iv) While th<' long-term objective, oi 
the programme .should be full utilisation 
ol liM-al resources for rural development 
in all areas, the immerliate objective 
should lie to piovide employment main¬ 
ly to landless laboni and small fainuTs 
in the areas snifeimg from chronic 
povcity and underemployment. There 
should be no insistence on shrunidiiii as 
that m<-ans further exploitation ol the 
vr'caker sections. A piogramme avowed¬ 
ly lor the weaker section .should bn 
based on the ciiteiion that it should 
add to their ineiane, not compel them 
to part with their laboiu- graii.y, 

(v) 'I'he specific objective ol the pio- 
gr.unme should be to provide, by the 
end ol Fourth Plan period, piodiictive 
emplo>ment to all woikers seeking ein- 
plovnient in 1(K) selected districts (or 
moia, it resources pi-rimt). 

(vi) The sr'lection of areas should be 
pov<-mcd primarily by tire employment 
consideration. Economic consideration 
such as immediate and long-term in¬ 
crease in productivity and the larger 
.social perspective of improvements in 
the ijuality and skills of the people 
should lie the basis for the selection of 
six-cific projects or schemes. 

(vii) Resource surveys of the selected 
areas, and preparation of technically 
.sound blue-prints for comprehensive 
development of each area, should he 
given priority. The blueprints should 
be the basis lor selecting .specific 
schemes. Once the schemes arc select¬ 
ed, a master plan of works for each area 
.should he prepared for follow-up action 
and planned execution. 


(viii) Depending on the nature of the 
work involved in the execution of a 
scheme, \s'nges to workers may Ije paid 
on a ilaily or u piece rate l>asis, which¬ 
ever is ixnidiicive In greater labour pro¬ 
ductivity in tlx- area. In fixing wages 
on a piece rale basis care should b'- 
taken that a worker of normal ability 
is able to earn an average wage of 
Rs 2 piT day. 

(ix) Hegulai lepair and maintenance 
of the assets cieated through the.se pro¬ 
jects should be an integral part ol tin- 
programme. The approach hitherto lias 
Iieen that, ona- the works are createil 
for the benefit of rural communities it 
is their responsiliilits- to maintain and 
preserve them. \'<)limtary pooling of 
resouices lo inaiiitain or preserve public 
assets is, howevei, not common practice. 
Most people, whether rich or poor, ui- 
ban or rural expect the state to finaiic- 
the mamtenaiux- oi such assets how¬ 
soever beneficial they may lie for theii 
own social oi economie living. To 
exiH-et the villagers alone to behave 
diffeiently is, tlu-ieloie, lu-illier logical 
not rational. They could at best be 
e.speefed to .idininister the woiks 
in-ated foi then benefit. Hiil the Innds 
foi this pm pose would have to be met 
bv the Slate as it dix-s in the ease i)l 
public assets eieated in the cities and 
urban areas. 

Fiiuincc (inil OiKti>ii\<Ui<ni 
(\) To ensiiu' maximum opeiational 
Ireedom and eliieieney, it is necessary 
that the development activities oi the 
piogrammc lie entrusted to autonomous 
bodies not tieel down to oubnode-d ainl 
oppiessive rules or procedures eharae- 
teristie ol governmeiital iimctioning. 

(xi) No goveiiimeiit department cun 
be tree of thesi- inlcs and regulations, 
not at any late in tin- foress-eable 
lutnre. Only an antunonioii.s body such 
as u voluntary figency of tlie iieopli- or 
a piilihc corpoiation tan lit- entrusted 
with the necessary Ireedom and faci¬ 
lity. Such a Ixitly alone ean devise an 
appropriate systi-m and run it efficient¬ 
ly. It alone can employ the highly 
ipia'iified technical .staff needed to diaw 
lip technically sound blueprints and 
ensure their satisfactory execution. 
Regular repairs can also be undertaken 
if there is such a Irody with an inde¬ 
pendent budget and responsibility. 

(xii) . Autonomous bodies en.-these Inici 
may be set up at the district level in 
each and every district selected lor 
prograninie coverage during tht- Fourth 
I’lan. Voluntary agencies committed to 
rural develcimier.t and having roots in 
the areas coiilil he the nucleus of such 


aiitonumoii.s Ixxlies, Zilla parishads and 
panchay.it samitis, district and block 
devc'lopment oilicials, and representatives 
of tlx- people not otherwise covered, 
should also lx- repiesentcil on these 
Ixxlies. 

(xiii) 'I'he resonices and liiriclioning of 
lliese Ixxlies shiiiild lx- well seemed. 
They should lx- set iq) as irermanent 
Ixxlies with a regular source of funds 
and with an independent budget and res¬ 
ponsibility . 

'(\iv) One-hall ol the Plan outlay 
eaimarkeil foi llx- progruiimx' may he 
set aside as the iiivestihle binds or the 
capital outlay oi these hodies. Ten per 
cent oi the invrstible linxls thus ullot.- 
Ii-il to them may lx- further iirovided 
as overheads. Adeipiafe liiiids should 
also lx- piovidi d lor intensive research, 
training and promotion of the pro- 
giamiix'. 

(xv) I’he pioposed distiict bodies, 
tliovigb autonomous, should lie subject 
to siieli controls as are necessary to 
l• 1 ls^ne tlieir accxxnitiibility. But tlwy 
shixild tievi.se their own procedures of 
work, keejsmg in view the reipiiiements 
of the iX'ople and the need foi freedom 
and Ilexibihty in (i|X'iating the pro¬ 
gramme. 

(xvi) All distinl anil block develop 
ineiit oilicials, inesently woikhig in 
depailiiieiits eoiicenied with the prn- 
giaiiiiiie ailivities, slioiild lx- attached 
.iiid jilaced under the pioposed district 
bodies. 

(xvii) Tile planning ol the programme 
at the distiict, block, and other level.s, 

based on resoiircs- siiivey, feasibility 

studies, and li-lt needs, and the periodic 
eviiiiiation ol the piogramme, .should he 
given tar giealei prioiity than hitherto, 
(.will) Thesi- limetions call for an orga¬ 
nisation capable of mobilising available 
expeiti.se speedily, without hmding 

either itsell oi the s-.xpertise to any 

sliingenl iiiles or eondilions. It should 
also have the siqipoil of individuals 
and instiliitions who may pos.se.s.s or 
provide tile reipiisite exjieitise, know¬ 
ledge and skills. 

(\ix) OrgaiiLsatioiis and reseaich insti¬ 
tutions actively eonei-ined with rural 
developine-it and manpower mohilisuliun 
ale ideally suited lor these functions. 
They should thereloii- Ix; entiusted with 
these iniictioiis. and theii financial needs 
should be met bv the stale from Plan 
ontlavs. 

(xx) The jirograiiinie loi training the 
local leadeiship and the development 
stuff attached to thi- district Ixxlies, and 
the prngraiiiioe lor prixnoting people’s 
paiticipation, .should be eritiiisled to 
appropriate agencies. Tlie Innds for 
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these programmes too sliould be provi¬ 
ded [roin the Plan outlay. 
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SCHEMES THATI 
ASSURE YOU A 
ROSY FUTURE 




1. Annuity Deposit Scheme: 

Pays back double your monthly deposits as 
monthly pension. Excellent provision for 
Children's education, insurance premiums, 
steady income after retirement etc. 

Monthly deposits are Rs. 10/- or multiples, 
Rs. 10/- every month for 120 months pay 
back Rs. 2400/- 

2. Cufflulitive Deposit Scheme: 

Brings you highest returns on deposits. 

Interest is added monthly to your savings 
and it also earns interest. At maturity you 
get back your deposit, interest, and interest 
on interest... higher return than undei 
any simple saving scheme. 

Rs. 1000/- in 18 months become Rs. 1100/* 
In 69 months Rs. 1500/- 
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BANK OF MAHARASHTRA 
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Agenda for Tax Base Reform 

I S Gulatl 

What contribution can the first Budget of the new Government, to he presented towards the end of 
this month, make to the furtherance of the three major objectives that the Government has set for itself 
— expanding employment, curbing inflation and achieving social justice? 

In his speech while presenting the interim budget, the Finance Minister had spoken of the need to 
continue the task of enlarging the tax base which, according to him, had been initiated in last year's 
budget. 

It is argued in this paper that if the Finance Minister is genuinely committed to taking some posi¬ 
tive measures for enlarging the tax base with a view to bringing about better distribution of income and 
wealth and thereby securing social justice for the weaker sections of the community, he must 

(i) derecognise completely the Hindu Undivided Family for purposes of taxation: 

(ii) take proper legislative and administrative measures to ensure that non-agricultural income can¬ 
not, in any circumstances, be passed off as agricultural income for tax purposes; and 

(Hi) revoke all exemptions now granted on various types of personal savings and at the same time 
revert to the system of personal deductions in place of initial exemptions. 


[The views expressed and tf 
full responsibility for them.] 

THE auiiiial biulgt-t is one of the more 
important instruments of economic poli¬ 
cy that any Government wields. Its im¬ 
portance lies the least in its heintj a 
forecast of Uie Government’s receiiJts 
anti expenditures, and the most in the 
changes which aie made or, mote accu- 
ratel>-, arc proposed to he made in these 
receipts and expendiluies. Through 
the.se changes are reflected the Govttru- 
nient’s economic policy ami the direc- 
tion.s it ijroposes to take not only over 
the immediate year to follow but also 
for .several years to come, for there is 
hardly ever a cliange that is effected for 
one year only. 

What changes would, or should, the 
new Government he making, or propos¬ 
ing to make, through the budget proper 
to be pre.sented later this month? The 
elioice will naturally deiK^nd mi the 
priorities of the Government, The Prime 
Minister has indicated that while she 
would accord top priority to problems 
of unemployiiient and inflatiori, shr; is 
also committed to an unceasing attempt 
to bring social justice to the poor, 'fhesse 
are amliitious hut vague objectives. The 
Prime Minister’s radicalism would have 
to be judged not by these general esnn- 
mitmeuts hut by the actual actions 
taken to fulfil the coinmitmcnts. And 
so her Govemnient’s first budget is bound 
to be examined and adjudged fur its 
content. 

Thuee PiiioHiiiES 

’The question of content will be seen 
to lie very important it one fully appre¬ 
ciates that the three priority issues high¬ 
lighted by the Prime Minister, tHz, nn- 
eniployinent, inflation, and social justice, 
arc not always compatible, one with the 
othes. Even within the narrow fratne- 


suggestions made in this article are 

woik of a budget, conflicts are bound to 
arise and will have to be resolved. If, 
and to the extent that, die solution to 
the mammoth problem of unemployment 
is sought thiough the budget, either 
through direct Government ontlavs on 
various types of woiks or through sub¬ 
sidies linked to employment, including 
tax remissions, this would involve heavy 
demaiKl'- on the exeberjiier for funds. 
How does one meet these additional 
heavy demands? Esjienditure by itself 
is inflationary unless it is matched by 
additional, genuine receipts; and even if 
there is all the will to raise additional 
receipts, the piohlem still remains of 
how thesi' receipts are going to be rai.sed 
so that the objectives of social justice 
arc, at least, not vitiated. 

Dut all this is nothing new. One has 
only to open the pages of the Fii.st Five- 
Year Plan to see that 20 years back peo- 
ph- were aware of the issues and con¬ 
flicts involved. However, the issues re¬ 
main with us. The>' are, if anything, 
mure seiions and demanding today than 
20 yeais hack. The conflicts, therefore, 
have not merely to be seen but to he 
resolved. 

The question we propose to address 
ours"lves to is: what contribution can 
the first proper budget of the new Gov¬ 
ernment, an<l tho.se to follow, make to 
the fiutheranee of its throe objectives? 
This attempt makes no pretence to cover 
each and every asp»*ct ol the budget. On 
the eontra.'y, 1 propose — even at the 
ri. k of being blamed tor overstressing 
the matters and pro’olem.s dealt with 
here — to deal only with such asper'ts 
ol the budget as need, in my judgment, 
immediate attention, particularly in the 
furtherance of the objectives of social 
justice. 


entirely the author’s and he takes 

In his inteiim budget. Y B Chavan 
had given us an idea of the magnitudes 
involved. But he added a couple of 
liders; fiist, that the Plan provision was 
likcK to be raised siibstanti.dly when he 
presented the hudg<‘t jjroper and, se¬ 
cond, that the additional resources re¬ 
quired for the puipose would be raised 
“in a manner whiili .selves at the same 
time oui larger social objectives". 

Accoiding to the c.ilculations made 
for the interim budget, the overall de¬ 
ficit should lu' of the ordi'r of Hs 240 
crores. This estimate is based on the 
assumptions of (i) no change in the exist¬ 
ing lates of taxation, and (li) a Plan pro¬ 
vision of Bs 1,980 ciores for 1971-72. 
Since Cbav.in diti not consider it “pru¬ 
dent to enlarge the cjiiantiiin of budge- 
tais- deficit" beyond the' figure of Rs 240 
crores, he indicated that he would have 
to laise additional lesoiirces and that to- 
waids that end “the task ol widening 
.and di-epening the resourci' base will 
have to continue”. 

Chavan gave no clue as to the pos¬ 
sible Older of increase in the Plan pro¬ 
vision. So we have to make oiir own 
guess. He did say that there had been, 
K'grettubly, a “significant shortfall” in ac¬ 
tual Plan outlays in relation to budget 
provision in the years 1909-70 and 1970- 
71. He added, however, that “while some 
n'adjustrnent of Plan priorities and re¬ 
al raiigement ol Plan jirogrammes arc 
obviously called for, there is no qne.stion 
whatsoever ol rediu.-ing the size of the 
Plan”. This gives ns some clue to the 
working of his mind. 

In the light of these pointers from the 
Finance Miiiistei, it is (juite likely that 
the May budget might raise the Plan pro¬ 
vision from Bs 1,980 crores to close to 
Rs 2,400 crores, if only to make up for 
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tile .>>h<irirull it) the first two years of the 
Plan. This would moan raising addi¬ 
tional n-sonrers to the tune of Hs 420 
orores. Would he want to raise this en¬ 
tire stun from additional taxation, in- 
c'lndinK additional profit.s from piihlic 
sector enterpi isesi' la t os as.siiine that 
he is iinahle to laist' ailditioiial resour¬ 
ces either lioiii ahioad or Iroin new do- 
inestie savings Then within the (ranie- 
woik ol the eoiistraints which he ha,s 
imposed on hiiiisell, w'lth respect to de¬ 
ficit fiiiuiK oil;, he must raise additional 
l.ises to the tune ol Hs 420 eioies. 

ENi.AiicaNc; ini'; Tax Base 

The Kinatice Minister had spoken ol 
the attempt la.st year “to enlarge the tax 
hasc" and ol the need this year to 
continue “the task of widening and 
decfiening the re,source ha.se”. While 
he has. in inv opinion, shown great in¬ 
sight hy pointing his fingei in the right 
diiection, namely, that of enlarging the 
tax hase, it is still worthwhile casting a 
look haclvwaids to check what exactly 
was done last year. 

.\dditi(mal t.ixatioii pioito.sed in the 
1070-71 liudget was calcnlatc'd to yield 
Bs 170 crores. The changes iritroducc-d 
in income-tax and wealth tax were to 
contiihute Its 15 ctorcs in that year. 
But in a full year additional receipts on 
account ol these changes were to he 
Rs ■‘16 Cl (lies. Taking the latter figure, 
the additional tax proposals could be 
said to rely on direct taxation to the 
extent of about 15 per cent (■'10 191 

X 100). The major changes made in 
the field of direct taxation weie two: (i) 
upward reyision of ineoine-tax rates for 
incomes exceeding Us 40,000, with the 
highest late going iij) from 82.5 to 9.3.5 
tier cent, and (li) upwaid levision of 
vvealih tax rates from the prevailing 0.5 
to .‘1.0 ))er cent to the new 1 to 5 pei 
cent. The rest of the additional revenue, 
i e, 8.5 pel cent, was to accrue from in- 
eie.ises in exci.se and impoit duties. 
Till' hulk ol the foiiner was to come 
I mill pell oleum, sugar and cigarettes 
and the hulk of th<' latter from in)|)orts 
ol luaclmieis. including no doubt, motor 
vi'hicle paits 

No apologs IS culled for in re-sorting 
to the tune worn distinction between 
direct and indirect taxes because if is 
still iiiiile valid in the context of incoiiii' 
and wealth redistribution. Ot course, 
one has always to examine the ixmtents 
ol any tax package carefully Imfore 
|uin|>mg to ixniciii.sions. 

On the lace of it, could the pattern 
set last year for raising additional reve¬ 
nues be genuinely described us one of 
enlarging tlie tux base? If relying muro 


and more on regressive indirect taxation 
(because that is precisely what happen¬ 
ed last year and here it is irrelevant to 
suggest that indirect taxes are not 
necessarily regressive in their incidence) 
is considered as enlarging the tax base, 
surely last year's budget could be said 
to have made an attempt in that direc¬ 
tion. But it is doubtful that the 
Pinance Ministi'r was talking of enlarg¬ 
ing the tax base in the alxive regressive 
.sens!' in the same breath as he was com¬ 
mending “larger social objectives” and 
the need to “redistribute incomes and 
Wealth by suitable changes in the fiscal 
sy.stem”. 

CfIN.STRAINTS OF TaX SySTEM 

Hut instead of blaming the Finance 
Minister for this inconsistency, one 
feels like .sympathising with him. Not 
unlike his recent predeces.sors in this 
oifice, he is a victim of the situation 
in which he is placed. In the event he 
is bound to face a situation where he 
genuinely wishes to lip the scales of tax 
burden progressively but, working as he 
does within the constraints of the tax 
system Ih' bus inherited and faced as 
he is with large revenue needs, he 
ends up by tipping the scales further 
in the opposite direction. 

Let us briefly analyse the constraints 
ot the existing situation. Although the 
overall ratio of tax revenue, taking 
Central and State taxes together, to 
national iiieome is only 11 per cent, 
W'hich by international standards is 
rather low, Iiulia is still one of the 
eoiintrics with the highest rates of per¬ 
sonal taxation. The late.st hike in the 
rates of personal taxation which took 
place in last year’s budget raises its 
ranking, in this respect, even higher. 
Wealth tax lates are also rather high 
ranging us thc\' do now from 1 to 5 
per cent. Moreover, the system of pei- 
sonal taxation now obtaining in the 
I'Oiintry is api>arently ijuite comprehen¬ 
sive m its c-oveiage — in the .sense that 
it tuxes capital gains, .short- as well as 
long-term, and also levies gift and 
I'stnte taxes at ratla'r steep rates. Still, 
ol the estimated total tax receipts for 
1970-71. the contribution of p<*r.sonal 
taxes (i e, excluding corporation lax) 
adds up to just about 16 per cent (the 
proiKirfiou is 24 per cent if corporation 
tax is legalded as a personal tax), the 
balancs* lying accounted for by imper¬ 
sonal taxes. 

Does it not follow, therefore, that in 
his efforts to secure a reduction in eco¬ 
nomic disparities, the Financi' Minister 
can now rely little on personal taxation? 
The answer has to be yes, if one Is 


thinking in terms of raising tlie rates. 
How much higlier can he go from 93.5 
per cent? 

But the situation is not so hopeless 
as that. The basic problem with our 
system of personal taxation is that it 
operates on an extremely eroded in- 
come-cum-wealth tax base. The 
principal reasons for this erosion are 
also peculiarly India’s own. Could it 
be that the Finance Minister himself 
was concerned about this same problem 
of the erosion of the tax base? 

Before we get down to elaborating 
on the causes of the erosion of the tax 
ba.se and then to discussing ways and 
means of removing them, a few general 
obserViitions would be in order at this 
stage. First, the changes in the fiscal 
system with a view to securing larger 
social objectives should be planned and 
implemented iiuite independently of 
the year-to-year needs of additional re- 
venue.s. Second, it should not be over¬ 
looked that taxation is only part of the 
fiscal sy.steni and that larger social 
objectives can as well be achieved 
through suitable changes in the other 
part of the fiscal system, namely, ex¬ 
penditures. In fact, government may 
have to rely increasingly on the ox- 
pi-nditiire side to sr'cure the. larger 
.social objectives. Third, within the 
framework of the larger social objec¬ 
tives, there would surely be the nci'd 
and .scope for offering incentives for 
savings, <>xports and even import substi¬ 
tution, in the lurther.inre of economic 
objectives. 

G)ming back now to the subject of 
the erosion of the tax base of personal 
taxation, there are three principal 
causes ol this iihenomenon. One cause 
of erosion stems from the manner In 
which a Hindu Undivided Family 
(HUF) is treated for tax purpose^,. The 
second cause ot erosion stems from the 
tax treatment of agricultural incomes 
and wealth. The third cause of erosion 
stems from the various exemptions now 
offered on various types of savings. 

Hindu Undivided Family 

Under the prevailing system of 
liersonal taxation, the HUF is recog¬ 
nised as a disbnet taxable entity quite 
apart from its mcmlrcrs who may have 
their separate incomes and wealth and 
are taxed separately thereon. This may 
he somewhat of an oversimplification, 
hut it is broadly the position today. 

What has to be clearly recognised 
is that the recognition of the HUF as 
a $<>parate taxable entity, as distinct 
from the individual members compris¬ 
ing of the family, is possibly die most 
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significant cause for the erosion of the 
tax base. The present tax treatment of 
the HUF leads to erosion of tax base 
through partition, partial or complete, 
of the family’s assets among individual 
members (and the iamily where the 
partition is partial) and also, be it not- 
<‘d, of the conversion of individual assets 
into family assets which can subsequ¬ 
ently be partitioned. 

What is even more important to rea¬ 
lise is that the erosion of the tax base 
is likely to be greater the higher Is 
the income and/or wealth of the tax 
payer. Quite naturally, with the tax 
rat<-s rising steeply to very high levels, 
the urge to avail oneself of this avenue 
would lie the strongest at th<! highest 
levels of income. Also, they would 
have at their disposal the resources to 
buy whatever legal and other expert 
advice is required to use this avenue 
of tax avoidance. 

E.stimates attianpted for the year 
1958-59 showed that loss to revenue on 
account of tax avoidance action in 
terms of HUF provisions could have 
Iven as high as Rs 147 crores.* On 
those assumptions, the figure should now 
he in flit* vicinity of Rs 300 crores. 

A complete derecognition of the 
HUI’ as a distinct taxable entity would 
be not only equitable but will also 
constitute an attack on privilege and 
that too of a very few. Derecognition 
ol the HUF can he simple and straight¬ 
forward. For purposes of taxation of 
income as well as of wealth, the, HUF 
could hereafter In- regarded as a part- 
nershii) between members entitled to 
claim partition, ie, of adult members if 
lineally descended plus minors, if any, 
not lineally descended, and incomes 
and as-sets of these members would 
then lx- taxed as individual incomes and 
wealth, according to their respective 
shares, together with whatever incomes 
Or wealth they may have on their own. 

No Attack on Joint Famii.y 

Such derecognition for the tax pur- 
posi's would not, I repeat not, consti¬ 
tute an attack on the institution of 
joint family. It would certainly consti¬ 
tute an attack on the abuse of this 
institution and that t<Ki mostly by per¬ 
sons of high income and wealth. The 
principal defence of the institution of 
joint family stems from the social secu¬ 
rity it provides in the absence of a 
national system of social security. 
Surely, this defence is not valid when 
one considers persons with high Incomes 
and wealth. Let us delve a little deeper 
into what full derecognition of the HUF 
for tax purposes implies. This would 


mean that while for purposes of other 
laws of the land, especially those 
governing inheritance of propert)', peo¬ 
ple may form or break up joint families, 
for purposes of personal taxation the. 
entity recognised liy law would bere- 
alter be that of tho individual alone. 
It would also mean that the. same tax 
treatment would be accorded to the 
.shares ol inconu; or wealth accruing to 
wiie or minor cbildren as to their oiher 
income or wealth. The question 
whether partial partition of a family’s 
property, and therefore income, would 
1 m>. recognisc'd for tax purxiose.s should 
then lie of no relevance even though 
such partial partition may still be re¬ 
sorted to for non-tax purposes. 

Let os antieiiiat(‘ a question that 
might well lx* raised. If the HUF is 
eompletely derecognised, will this ae- 
tion not impinge harshly on the weaker 
(i e, low income) sections of the com¬ 
munity and at the same time multiply 
the niimlier of small tax ca.ses which 
the administration would have to 
wrestle with? The latter objection is 
probably more real hut the former 
might he politically weightier. Still, 
neither objection is strong enough to 
tilt the case agaiii.st complete derecog¬ 
nition. One could, however, think of a 
concession for the small tax payers by 
suggesting that the present low-income 
exemption of Rs 7,000 for the HUFs 
be extended to individual assessees 
wbo now enjoy an exemption of only 
Rs 5.000. Appropriate marginal n.-lief 
provision will have to be made for in¬ 
dividual incomes in excess of Rs 7,00t). 
On Ibe outside, this upward revision 
ol the low-incixlle exemption might cost 
the exchequer about Rs 5 crores a year, 
Init set against substantia) gain.s to 
revenue expected to accrue from the 
cximplete dereaigniliun of the HUF 
this should be very small Ixser. Also, 
this upwaiil revision of low-ineonic 
exemption should release over 200.000 
persons from the tax roll and thi'reby 
give the tax administration more time 
to devote to the work which derecogni¬ 
tion of the HUF will entail. (Lest it 
be overlooki’d, some upward revision 
of low-income exemption might be 
called for on its own merits. Cost oJ 
living has almost doubled since 1960-01 
when the exemption was Rs 3,000 for 
individuals.) 

Socially, this suggestion .should he no 
less attractive. While the benefit of 
higher tax exemption will go entirely to 
lower income groups (the beneficiaries 
would he in the income group of Rs 
5,000 to Rs 7,000 annual income), the 
principal contributors to additional tax 


on account of derecognition of the 
HUFs would belong to the higher in¬ 
come groups. One cxnild almost go to 
the extreme and say that even if the 
gain on account of derecognition of the 
HUF were just about iTioiigli to balance 
the loss on aeeoiint of the i,pward revi¬ 
sion of the- low-ineixiie exemption, it 
would still he a socially desiralih; step. 
Rut then, surely, .something would have 
gone teriihlv wrong with the very act 
ot derecognition; it csmldn’t he an ef- 
tective derecognition if the additional 
yield in tax receipts were not far, far 
higher. 

Agricultural Incomes and Wealth 

Lot Us iitnv t'orrui to .see the .second 
source of cro.sion of tax ha.st*, namely, 
the tax treatment of agi icultiiral inco¬ 
mes. Agiicultural incxmie is taxed only 
at the State level through a comhina- 
tion of lain! revenue and agricultural 
income-tax. The latter is a progressive 
lew hilt it is the former which yields 
over 90 per cent of the tax ri'ceipts 
from these two souices. Income fioiii 
all otlu-r sources is ta.sed by the Cen¬ 
tre on a highly progressive .scale no 
doubt, but without taking into account 
.III individual's ineixne from agrieulture, 
no matter Ixnv large such iiicsiiiie might 
be. Likewise at the State level a tax- 
payei’s liability to agricultural incsiiiie- 
tax is calculated on basis of his agriciil- 
liiial income onis. 

Tliere are various aspects of this .so- 
called division ol laboiii iK'tween the 
Ceiitic and the States which should 
cause concern but the one aspect that 
immediately eonierns ns in the context 
ol the erosion of the tax base for pur¬ 
poses of Central income-tax is th.it tho 
piesent situation extends a stuncling in¬ 
vitation to persons with only non-agri- 
eultural mcoiiie, or a laigc proportion 
ol iion-ugricultiiral iiieome, to go in for 
agrieiillure and, as a lesnlt, be in a po¬ 
sition to so reariangc' tlieir business ope¬ 
rations as to he able to reduce their 
total tax liability to the niiniminn. The 
higher the level of a person’s income 
and, therefore, liis marginal rale of tax, 
the greater will be the gain in terms of 
tax saving if he gives way to this stand¬ 
ing temptation. The worst form such tax 
reclucmg action could take is to pass off 
income uetnally accruing fiom non- 
agricultural sources as agricultural in¬ 
come lor tax purposes. 

On the face ol it, the simplest solu¬ 
tion to th<' probh'm posed by the exist¬ 
ing situation would be to merge the tax¬ 
ation of agricultural income with that of 
non-agriciiHural income and to let thcr 
Centre administer such a tax on the 
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baKis o( suine understanding with the 
States alrout the distribution of the prO' 
needs oi the cuuipositi; income-tax. But 
this solution may not work out to be us 
simple as it sounds. Before such a .solu¬ 
tion can Ire attempted, issues of modi¬ 
fication ol the Constitution and Centre- 
States and inter-State financial transl<T.^ 
would Viavr- to be resolvetl. 

There is also the i|iieslion. wliieh to 
me appears iiime iiii|i(iitant than the 
matters relened to above, ol the wisdom 
of replacing tlw I'Xistiiig sysU'in ol land 
taxation by the taxation ol agricuUnral 
income. 'J'lie existing system of land 
taxation has its diawliacks, the most 
important heitig (i) the non-ex<‘inption 
ot even the smallest ol land holdings 
ami (ii) the piopoitionality or absence 
of progression in rates. But these 
dr.iwbaeks aie not such as not to lend 
themselves to leitilication. On the other 
hand, there aie very weighty arguments, 
in niy opinion at least, why the existing 
system ol land taxation should not 1 h‘ 
ilishanded.® The most important of 
these aigiiinerits is that a tux on land 
related to its potential, not actual, pro¬ 
ductivity, such as our land revenue, is 
a far siiix'iioi tax than a tax ha.sed on 
the aetiial iiieoine Iroiii land. The loi- 
iiier leaves iiiiiinpaiied the rewaids lor 
efforts to iiierea'c the actual productivi¬ 
ty ol land.' (I understand that tlie 
latest advice lor the retention ol land 
revenue as the |)rineij)al method ol agri- 
eultur.'d taxation has eonie liiaii Thomas 
Balogli. Tliaf should lend this argument 
coiisiilerahle weight 1) 

On the assuiiiptioii that hind levenue 
would Ih' retained, hut made progres¬ 
sive ill its rati' structure, the problem 
would still reinaiii of preventing the 
erosion ot the base tor the taxation ot 
non-agrieiiltnral income. The problem 
arises not because some ]>eople genuine¬ 
ly transler their interest to iigricuUure 
hut because most people, especially 
those in the higher ineoine brackets, 
siicci'ed in passing ofl their non-agri- 
ciiltni.il iiieonie as iioii-taxahle agricul¬ 
tural income. 

The solution to this problem lies in 
miniring h\ law all persons with tax¬ 
able iKni-agiieiiltinal income to declare 
also their agiieultiiial iiuxime to the 
uacoiire-tax authorities. Persons with 
non-agricultiiral incoim- above, say, Rs 
20,000 a year mav lie obliged to siihmit 
n return of tlieir agrieultuuil ineorne. In 
all cases, the tax authorities .should fiave 
the iwwcr under the law to examine at 
their discretion the agricultural acixuints 
to make sure that no non-agricultural in¬ 
come has been passed off as agricultural 
income. 


Exemptions on Savings 

The third major source of erosion of 
the tax ba.se ari.ses, in my opinion, from 
the prevailing practice of granting ex¬ 
emption from income and wealth taxes 
to savings hi'ld in certain forms. The 
list of exeinirtions has been getting 
lengthier and lengthier every year and 
the year 1970-71 was no exception. The 
1970-71 budget embodied a number of 
measures liberalising existing tax ex¬ 
emptions and instituting new savings 
media. The purixrse of these exemptions 
is clearly to encourage savings to take 
on the.se prefcried forms whose range is 
<iuite vx'iile. They include life insurance, 
provident funds, post office deposits, 
saving certificates and investments in 
eeilain securities, debentures, shares 
and units ol the Unit Tru.st. 

No estimate has ever been presented 
by the Govej-nment of the cost to the 
exchequer ol the various tax exemptions 
that it oilers on these preferred savings 
and investments. It is my rough guess 
that the cost to the exchequer in 1970- 
71 should have been at least Rs 60 
crores. It was perhaps more in the 
vicinity oi Bs 100 crores.* 

Let us now ask: who stands to gain 
ino.st Iroin tax exemption of this tyiie? 
Surely, il cannot be the sinall-inconie 
earner. H his inix^me, including these 
exempted parts, is l>elow the exemption 
limit he stands to gain nothing. Even if 
he is taxable hut tails within the first 
bracket of Rs 5,000 to Rs 10,000, his 
tax saving amounts to 11 per cent of 
his savings eligible for tax exemption. 
On the other hand, the gain in terms ol 
tax saving would be very high for per¬ 
sons with very high incomes because 
they are liable to personal taxation at 
high marginal rates. 

No doubt, each of these exemptions 
arc subject to some ceiling or the other 
hut these ceilings apply generally to the 
tax-exempt eontrihutions to various tax- 
exempt savings. No restrictions are im¬ 
posed in terms of the income or wealth 
groups eligible for these exiimptions. 
The result, therefore, is that income 
groups which stand to gain most in 
terms of tax saving are the ones who 
most avail themselves of the exemptions 
the Government offers on various types 
of savings and investments. Since high 
income groups would ordinarily have 
saved rtic same amounts in any case, 
the most that can be claimed for these 
.saving incentives is that they help 
channel them to preferred types of in¬ 
vestments. 

What is. therefore, worthwhile asking 
is whether the notional cost of these 
exemptions in terms of tax forgone, 
which is quite substantial, is worth pay¬ 


ing in order to secure the channelling of 
savings, which would have been gene¬ 
rated in any case, to desired forms and 
institutions. What is no less important 
to ask at the same time is whether it it 
also worthwhile sacrificing the larger 
social objectives of redistribution of in¬ 
come and wealth to secure these trans¬ 
fers of savings. In answering these 
questions one must not overlook that 
with the major hanks and life insurance 
now hi the public .sector, there is little, 
if any, justification for the. Government 
to continue influencing people's prefer- 
rnces as to the institutions where they 
lodge their finatioial savings. 

In the light of the above, will it be 
too drastic to suggest that the Govern¬ 
ment should revoke all the exemptions 
tied to various types of savings and in¬ 
vestments? However justified such revo¬ 
cation may he on economic as well as 
social grounds, some objection is bound 
to he raised to the suggested revocation 
il ii means that fur fixed deposits al¬ 
ready made or for certificates already 
purchased the tax exemption on inte¬ 
rest ituomc would he witlidrawn. The 
same objection cannot hold with respect 
to lile insurance liecause contributiooii 
to a policy can be stopped any time or 
to purchase of .shares or units which 
have a ready market. There may, 
tlu'relore, he some room for some minor 
concessions here and there in the sug¬ 
gested revocation but it will still he a 
major step towards reclaiming the ero¬ 
sion of the (ax base that has been going 
on for years now. 

Closely connected with the question 
oi ri'lomiiiig the tax base, is the matter 
ol initial exemption lor purposes of in¬ 
come taxation. The budget for 1970- 
71 abolished i>ersonal deductions and 
replaced them with an initial exemption 
ol Rs 5,000 for all irersonal incomes. 
This going hack to a practice, which 
had obtained in India for quite some 
time, was not a progressive move: In 
fact, when personal deductions were 
first iutroducf'd in India in place of ini¬ 
tial exemption it was hoped that in the 
not-too-distant future the logic behind 
these deductions would be extended to 
those not paying income tax; that for 
persons with incomes below the low- 
incOme exotnption limit some sort of ne¬ 
gative income tax would Ire devised so 
as to assist them financially. Personal 
deductions were, in effect, payments by 
the Government to tax-payers in recog¬ 
nition of their personal circumstances. 
If so, it was perfectly legitimate to ask 
for similar payments to be made to per¬ 
sons below the exemption limit. Of 
course, the reason why this logic is not 
always seen, much less followed* is 
usually because of the refusal to face up 


1008 



to the issues. But surely to revert to 
initial exemption is teall]^ gqt •0ii^ 
clock back. The benefit of initial ex¬ 
emption accrues regressively to taxpay¬ 
ers, In that the low-income tax¬ 
payer gains the minimum and the high- 
income taxpayer gains the maximum 
from this exemption. There can, there¬ 
fore, be JM doubt about the retrograde 
impact of this change. 

Surely, the purpose of the budget in 
introducing this change last year could 
not have been so blatantly regressive. 
What could po.ssibly have influenced 
the Government’s decision is a matter, 
however, of peculation. Possibly, the 
administrative simplicity of the change 
influenced the Government most. Also, 
perhaps the fact that deductions were 
related to the size of the family (with a 
ceiling, of course, of two children or 
minor coparceners) may have been seen 
as an incentive to marry and have at 
least two children. Neither of the argu¬ 
ments we can think of seems convincing 
enough to have justified the change if 
only its regressive implications had been 
fully appreciated. Perhaps these impli¬ 
cations were not lully appreciated then. 
But the error must be rectified this year 
by reverting to the practice of granting 
personal deductions to taxpayers with 
incomes above the low-income exemp¬ 
tion. li necessary, appropriate marginal 
rebel provisions might be added for tax¬ 
payers on the periphery of taxable in- 
cijme who might otherwise have to pay 
tax at a much higher marginal rate tiian 


is intended for their income bracket. 

Conclusions 

To sum up, if the Finance Minirter 
is genuinely committed to taking some 
positive measures for the enlarging ol 
the tax base with a view to bringing 
about better distribution of income and 
wealth and thereby securing social jus¬ 
tice for the weaker sections of the com 
iiiunily, he must (i) derecognise com 
pletely the Hindu Undivided Family foi 
purposes of taxation, (ii) take appropri¬ 
ate legislative and administrative mea¬ 
sures to ensure that non-agricultural in¬ 
come cannot, in any circumstances, be 
passed off for tax purposes as agricul¬ 
tural inconv, and (iii) revoke all exemp¬ 
tions now being granted for various 
types ill personal savings, reverting at 
the same time to the system of personal 
deductions in place of initial exemp¬ 
tions. 

Whether he decides to frontally at¬ 
tack on all the fronts at the same time 
Ol proc'ecd.s step by step is a matter ol 
strategy which the Finance Minister 
must decide for himself. But there 
should be no doubt that liold action is 
called for in all the above listed respects 
ii ta.\ policy has to make a significant 
impact on the distiibution of income 
and wealth. Such action will be fai 
more effective in achieving the larger 
social objectives than the much vaunted 
ulxilition of privy purses for the dying 
order of princes. If the privy purses 
have no justification, they still have the 


sanction of the Constitution bekind 
them. The inequities that have been 
highlighted in this article have neither 
any justification nor any .sanction behind 
them. 

Notes 

1 See Giilati and Gulati, "The Undi¬ 
vided Hindu Family; A Study of 
Its Tax Privileges", Asia, 1962, p 
79. These estimates were of maxi¬ 
mum possible tax avoidance. While 
they were worked out with extreme 
care and a good measure of comer- 
vatisni, they are at best infonned 
guesses. 

2 The present writer has canvassed 
this view for over a decade now, 
beginning with his “Resource Pros¬ 
pects of the Third Five-Year Plan”, 
Oiieiit Longmans, 1960. pp 71-7. 

2 .Sec in this connection, Gulati and 
Kothari's article on “Land Tax as 
an [iici-nfive for Better Land Utili¬ 
sation" in AHha-Vikas of July 1969. 

i These rough estimates are based on 
the assumption that (i) contribu¬ 
tions to life insurance and provident 
funds in 1970-71 amounted to at 
least Rs .SSO crores (V V Bhatt’s 
llgiirc for 1969-70 is Rs .548 crores. 
See his article “The Economy; 
Ciiiicnl .Situation and Policy Pro- 
hlenis", in F.roiiarnic and Political 
Weekly. March 20, 1971); (ii) inte¬ 
rest payable on the outstanding un- 
iunded debt on account oi small 
savings schemes amounted to Rs 80 
crores (roughly 4 pei cent of Rs 
2,160 crores), and (iii) tax abate¬ 
ment granted a.s a result of tax ex¬ 
emption was at Ica.st 10 per cent of 
the amounts cligihlc for inc-ome-tax 
exemption. 
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Technology and Development 

A Marxian Approach 

Pradhan H Prasad 


One of the problems of technological change that has worried economists since Ricard&s famous 
chapter on 'Machinery' is that of displacement of labour. 

Machines displace labour. While, therefore, accumulation resulting from technological progress tends 
to increase the demand for labour, it also operates in the opposite direction by creating instruments that 
substitute labour. 

Nevertheless, it has been generally held that the force operating in favour of employment dominates 
— ultimately, if not immediately — and that, in any case, accumulation and development surely persist. 
Is this true? 


Looking mto the relevant literature, one feels that there is insufficient recognition in this context 
of the problem of obsolescence resulting from technological change. Machines that displace labour 
often also displace old (but not worn out) machines. 

Can we, then, confidently assume that technologiccd change is always associated with an increase 
in the net investment in the economy? 

[The author is grateful to A K Das Gupta for his valuable comments\. 


LONG period theories of development, 
oriffinally fonnulated Ijy the classical 
economists, have invariably associated 
development with accumulation. An as¬ 
pect of these theories is that, since pro¬ 
fit is the main .source of accumulation 
(indeed, this has been true for many 
countries) and since also profit is stimu¬ 
lated by technological change, technolo¬ 
gical change must be one of the more 
important factors making for accumula¬ 
tion and hence for development. 

One problem of technological change 
that has worried economists, at least 
since Ricardo’s famous chapter on 'Ma- 
chineiy',’ is that of displacement of la¬ 
bour. Machines displace labour. 
While, therefore, accumulation result¬ 
ing from technological progress tends to 
increase the demand for labour, it also 
operates in the opposite direction by 
creating instruments that substitute la¬ 
bour. Nevertheless, it has been general¬ 
ly held that the force operating in fa¬ 
vour oi employment dominates — ulti¬ 
mately,’ if not immediately — and that, 
in any case, accumulation and develop¬ 
ment sureb- persist. 

Is this tiiie''’ Looking into the rele¬ 
vant liteiature. one feels that there is 
insuifieient lecogiiition in this context of 
the problem ol obsolescence resulting 
Irom technological change. Machines 
that displaci' lalmiir often also displace 
old (but not worn out) machines. Gan 
we. then, cunfideutK assume that tech¬ 
nological change is alwass associated 
with an increase in the net investnvnt 
m the econtany'P 

An economy may be divided into two 
.sectors; the public sector and the pri¬ 
vate sector. The private sector may be 
lurther subdivided into two sub-sectors: 
one consisting of business units which 


do not hire labour on a regular basis, 
the labour being supplied by the family 
which owns the business unit (this is 
known as the self-employed sector); the 
other employing hired labour and being 
truly what may be called the capitalist 
sector. Lahourers, then, are hired (on a 
regular basis) by the public and the ca¬ 
pitalist sectors of the economy. 

Let us assume that real wages have 
touched the floor level in an economy. 
Let us also assume that the public sec¬ 
tor is so small that it can be taken as 
non-existent. If, in such an economy, 
the supply of lalmur (for being hired at 
the floor level of real wage.s) happens to 
be greater than the number that are 
hired, the economy can be categorised 
as a labour surplus economy. So long as 
the surplus labour situation continues, 
the real wage rate can be taken as cons¬ 
tant. 

Let us now further as.sume that only 
three commodities are produced in the 
economy; that one of the three commo¬ 
dities is a wage-good, the other a capi¬ 
tal-good, and the third is a non-basic’ 
good; and that there is no depreciation 
of capital. The model, then, throws up 
the following price equations in the in¬ 
itial period. 

(1) aw bpoto “= I, 

(2) aw-f PpoTo^’Po, 

(3) Aw -)- Bpoto = Qo. 
where 

w is the real wage rate, 


I) (capital) ' 

(labour) 
(3 (capital) 

r^(lalmur) 

I *+• I ' 


are production co-efficients 

in wage-good production, 

are production co-effici¬ 
ents in the capital-good 
production. 


H (capital) 

A (labour) 
A-t-i 


are production co-effici¬ 
ents in the non-basfe 
good production, 


i is the short period rate of interest 
which is institutionally given and 


constant. 


p is the price of capital-good in terms 
of the wage-good, 

<1 is the price of non-basic good in 
terms of the wage-good, and (r—i) 
is the equilibrium rate of profit. 

By using equations 1, 2 and 3 and 
solving for the values, we get. 

_ P(l—aw)-fbaw, 

(4) po -g- 

/<\ « —aw)-t-bAw 

(5) go =* -5—-gi-, and 

(6) r = ^ . 

o ^(1—aw)-(-ba w 

Let the rate of profit of an individual 
who first adopts a new technology (say, 
in a non-basic good production) be de¬ 
noted by (R — i), such that 

(7) mw -f Mp^R = and 

(8) R > Tj, or B (i—aw) 

-(- bAw > M (1—aw) -b bmw 
where the production co-efficients are 


respectively j ' ■ and M in.stead of 

■i —and B. However, as others find- 
1 -f I 

ing that R > r© adopt the new tech¬ 
nology, the price equations in the new 
equilibrium situation (i e, period one) 


will be as follows: 


(9) 

aw + bp, r, 

^ 1 . 

(10) 

aw -b/ip, r, 

= p, . and 

(11) 

mw -b Mp, r. 

= q,. 


It can he seen with reference to equa¬ 
tions 1, 2. 3, 8, 9, 10 and if that 
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<‘2) r. “ To- 

(13) p, = Pjj, and 

(14) qj < q^ where q, 

M (1— aw) + bmw 
b 

It can also be seen that the market 
value of old equipment (z) in the non- 
basic good production is given by 

(15) Z = ^ (1—aw) 4- bw(m -A). 

P (1—aw) +baw 

1—aw ®Po 

(see equations 4 and 8) 

It is needless to emphasise that z will 
Ije non-positive if technological change 
is such that 

(16) M(1—aw) -t bw(m—A) ^0 

We now examine the implications of 
technological change in the capital- 
good sector. The rate of profit of the 
individual who first adopts the new 
technology is denoted by (K — i) such 
that 

(17) hw I- Hp, K = p, and 

(18) K> r, or (1—aw) 

-1- baw>H (1—aw) + bhw 
where the production co-efficients are 

respectively and H instead of -j-^. 

and yS . The price ecjuations ultimately 
(i e, in period two) will be as follows: 

(19) aw -i- bp,rj = 1, 

(20) hw -1- Hp^r, = p.^, and 

(21) mw' + Mpjr, = q^. 

Solving for the values (with reference 
to equations 9, 10, 18, 19 and 20) we 
find that 

(22) r^ > r,, 

(23) Pj < Pj, and 

(„ 4 ) y _ H (1-—aw) -i wb <h—g) . 

b 

. H (1—aw) I- bhw ^ 

where V is the market value of old 
equipment in the capital-good produc¬ 
tion. If the technological change is such 
that 

(25) H(l—aw) + wb(h —«) <0, 
the market value of old equipment in 
the capital-good production will be non¬ 
positive. 

We can now drop our simplifying as¬ 
sumptions and summarise the essential 
eonclusions. An individual capitalist 
who first adopts the new technology 
(say, in a non-basic good industry) earns 
a higher rate of profit than the others 
existing in the economy. As others in 
the industry adopt the new technology, 
the price of the non-basic good in terms 
of wage-good (a composite commodity) 


declines and the rate oi profit earned by 
those who have adopted the new tech¬ 
nology tends to be equal to that of the 
others using the old technology In the 
economy, while the prices of other 
commorlities remain unaffected.* The 
story is different for those who have not 
ye.t been able to adopt the new techno¬ 
logy say, because some of them have 
their entire assets in the form of old 
(but not worn out) equipment or be¬ 
cause a switch-over to the new techno¬ 
logy requires a minimum stock of goods 
which they may not have, say, on ac¬ 
count of small-scale operations. “With 
the development of the capitalist mode 
of production”, says Marx, “there is an 
increase in the minimum amount of in¬ 
dividual capital ncces.saiy to carry on a 
business under its normal conditions”.* 
Individual entrepreneurs, then, will find 
a decline in their profits. The decline 
in the price of the non-basic good, con¬ 
sequent to the technological change, 
may even be such that those using old 
equipment in the industry find the value 
of their net output to be equal to or 
less than the wage cost. The market 
value of all such old equipment, then, 
falls to zero even before it is finally 
worn out. 

Let us see what happens when tech¬ 
nological change takes place in a basic- 
good production. As the pric-e of the 
basic-good falls, the other prices will 
also fall, and the rate of profit for those 
in the industry who have adopted the 
new technology and for those in other 
industries will increase. But the pro¬ 
portionate fall in other prices will al¬ 
ways be less than that of the basic- 
good. The decline in the price of the 
basic-good (in terms of the wage-good) 
may be of the order that those using 
old equipment in the industry find that 
the value of their net output is equal 
to or less than the wage cost. Thus, it 
can Ire seen that what is true for a non- 
basic good industry is also true for a 
basic-good industry — with the diffe¬ 
rence that, when the value of tlie old 
(but not worn out) equipment in a basic- 
good industry falls to zero consequent 
to technological change, the rate of pro¬ 
fit for those in the industry who have 
adopted the new technology and for 
those ill other industries remains higher 
than before. As Marx observes, “com¬ 
petition compels the replacement of the 
old instruments of labour by new ones 
before the expiration of their natural 
life, especially when decisive changes 
occur".* 

This aspect ol obsolescence is con¬ 
cealed from our view when we confine 
ourselves to a one commodity model 


(com. lor example) or to models where 
non-wage goods are produced by labour 
alone and wage-good is assumed to be 
a single commodity.’ In the fonner 
case, this is because the wage in terms 
of output of old machines remains con¬ 
stant and the old machines therefore 
continue to cover the wage cost in any 
case; in the latter case because no 
equipment is used in the production ol 
non-wage goods. 

Admittedly, as and when the pheno¬ 
menon of ob-solescence occurs in a ba¬ 
sic-good industry, the rate of profit in 
the economy with reference to the 
equipment that happens to be in use in 
the capitalist sector is found to be high¬ 
er than before. But if account is taken 
of the loss the economy suffers because 
of the ohsol<‘scence, one cannot at all 
be confident that the change in techno¬ 
logy has been necessarily associated 
with an increase in profit and hence 
with net investment in the economy. 
Can we still be confident that Marx’s 
analysis ol a declining rate of profit is 
rather a weak link in his chain of ana¬ 
lysis?* 

The decline in net investment is al¬ 
most inevitable when an economy fol¬ 
lowing free trade practices (so far, at 
least, as imports are concerned) is con¬ 
fronted with such technological change 
occurring elsewhere in the world. Th<; 
classic illustration is the destruction ol 
handicraft, anil the consequent wide¬ 
spread poverty, during the first half of 
the British colonial rule in India. One 
may refer to Hicks's recent observation 
(of course, with reference to technolo¬ 
gical unemployment): “the English 
handloom weavers, who were displaced 
by textile machinery, could (in the end 
alter much travail) find re-employment 
in England, but what of Indian weavers 
who were displaced by the same impro¬ 
vement? Even in their case there would 
bo a favourable effect somewhere; but it 
might be anywhere; there would be no 
particular reason why it should be in 
India”.' Is this argument not valid in 
the context of displacement of equip¬ 
ment? 

However, in a labour surplus econo¬ 
my, not all such old equipment (whose 
value has fallen to zero) are abandoned. 
Those which require only a few hands 
to operate may yet continue to remain 
in use outside the capitalist sector. In¬ 
stead of remaining unemployed foi 
want of job, an owner of .such old 
equipment may find it worthwhile to 
operate it with his family lalrour. When 
such .self-employed iiersons are given an 
'imputed value’ in terms of the existing 
wage rate in the economy, the resour- 
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ces with which they work seem to earn 
zero (or even a negative) rate of profit. 
It is these self-employed persons who are 
regarded as disguised unemployed. It is 
nut surprising, then, that disguised un¬ 
employment is invariul)ly associated 
with primitive techncjlogy. As the ranks 
of the small artisans and persons ope¬ 
rating small land-holdings with primi¬ 
tive tools swell under the impact of 
technological change, accumulation in 
the capitalist sector invuri.ihly finds it 
increasingly difficult to keep pace with 
the growth of the lalatur supply in the 
econnin>’. The annual geometric rate 
of growth of income in India during the 
OO-ycai period (1860-1950) was at the 
most iilmut 1.5 per cent and that ot 
pci capita income less than 0.5 pci 
cent.’" Thi- gap between the numbers 
hired and the supply of labour wanting 
to b»‘ widens. The historical process, 
wherein such technological changes have 
uKually Ikk'h of a l,ibour-.saving nature, 
has further contributed to the widening 
of the gap in most economies classifieil 
as ‘underdevelotied' in the world. 

'I'wo possible explanations can be ol- 
fered at this stage for the absence ol 
any downward pressure on the wages in 
the capitalist sector, even when the 
earning per person in the seli-emplos- 
<'d sector has been less than the wage 
pel laboiiier in the capitalist sector and 
the <-is)noniy has been experiencing iii- 
voluntarx unemplovmcnt. One explana 
lion runs in terms of the trade union 
niovenienl: the othiT runs in terms i i 
the wage-productivit>' relationship. In 
a compi'titive .system, reduction of the 
existing market rate of wages is beyond 
the ability of an individual ixiiploycr. 
However, it is always possible foi him 
to resi.st anx decrea.se in W'ages if he 
finds that the pro|)oitionate decline iii 
efficiency exceeds the proportionate 
decline in wage p<’r labourer." 

One ma) letcr. in this connection, to 
the practice in many iiiiderdi'Veloped 
lOimtries ol buying obsolete and old 
machines from advanced economies. 
1 his IS done bcc.uise it is found to be 
more ccoiioniical. m vn'w of the relati- 
veK low wages prevailing in underde¬ 
veloped countries. ‘Tf there is obsoles- 
eence ni the advanced eoiiiitries", says 
•Sen. 'Mill' eitluT to technological pio- 
gress or to a iis<' in wages, old machines 
might he discaided and .sold at low pri¬ 
ces Because ol a Imvi-r level of wages 
III the underdeveloped countries, these 
machines might not be obsoleti' theic.'® 

On can thus .see that, in a lalxiur sui- 
plu.s economy (where the shadow wage 
rule IS niMr zero if not zero), tlw danger 


of waste of resources associated with 
technological change in an institutional 
set-up where the means of production 
are p.ivately owned is very real. Can 
we not, then, .say that an institutional 
set-up that avoids waste of resources on 
aecounl ol obsolescence, will be more 
favourable to development than one 
which cannot avoid such waste? 
Would it not be true that development 
m the first sort of set-up will be asso¬ 
ciated with a higher rate of employment 
than that in the latter? “It is strik¬ 
ing", says Reymolds, “that an LDC 
which adopts a socialist form of organi¬ 
sation (as Cuba and China) moves 
(jiiieklv Iroin a labour surplus to a la- 
binii shortage position”." 
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Import Substituting 

'ffilC Gujarat Aioimtics Pioject will go 
into production as p<'r schedule by the 
end of this scar or early next year, ac- 
eoidmg to the Chairman of the Indian 
I’etroeheinu'nl Corporation. The 35- 
meter high nuiltistoreyed factory build¬ 
ings are last nearing completion and 
the civil ixinslruetion for the entire pro¬ 
ject IS expected to he complete in the 
next lew weks. 

Alxiiit 95 pel cent ol the equipment 
IS already at site. Two German experts 
are arriving m Baroda before the end 
ol this month to assist Indian technical 
personnel in the erection of the equip¬ 
ment uikI more German experts are 
exiiected to come as and when neces- 
sars. Tile maximum number of foreign 
specialists at any one time is not to 
exceed 24. 

Meanwhile, eight Indian technical 
staff niembc.rs are currently in Germany 
iiiKlcrgoing training in various proceues 
involved in the project. They will spend 
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by Aromatics Project 

aliout 8-9 months in Fried Krupps lac¬ 
tones m Essen, Germany. They are 
expectetl to return abont the end ot 
the year to be in a position to take 
over tha operation.s and maintenance of 
the plants. 

The basic engineering design, supply 
of imported equipment and supervision 
of erection and start-up will be provid¬ 
ed by Fried Krupp Chemieanlagenbaii 
of Gennany. The foreign exehMge com¬ 
ponent of about Rs 71.6 million will be 
met u’ith a 39-million D-mark loan 
trom Reconstruction Loan Coix>orBtion 
of West Germany. 

The project, designed to utilise 
120.000 tonnes per annum of naphtha 
from Gujarat Refinery to produce 21,000 
tpa of ortho-xylene, 17,000 tpa of para- 
xylene to be converted into 244XK) tpa 
of dimethyl terephthalate, and 2,500 
tpa of mixed xylenes, will save nearly 
Hs 10 crores of foreign exchange when 
it goes into fuU production. 
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.or the hetrsqned? 


A shadow darkens the future 
of over 60% of India’s children— 
yet not many people even know 
its name: protein malnutrition. 

What it means 

Protein is the element in 
food that builds both body and 
mind. If children between 6 
months and 5 years do not get 
enough protein they become 
physically stunted. Worse, 
their mental development may 
be affected. And protein 
later on cannot repair this 
damage. It lasts a lifetime. 

What it forebodes 

•Economic ills—Adults 
below par, prone to illness, 
mean low productivity, 
wasted manhours. 

•Population problems— 
Malnutrition is the major 
single cause of Infant deaths. 
High infant mortality 
encourages larger families. 

•Social injustice—When 
over two-thirds of the younger 


generation could be handicapped 
by malnutrition, bow can we 
talk of equal opportunity for all ? 


Help. 


Malnutrition is a hidden famine 
..and so more dangerous. We 
must fight it on all fronts. 

DEVELOPMENT PLANNERS 
must recognise that nutrition is 
an important pre-roquisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
—low-cost nutritious foods 
are urgently needed. 

GOVERNMENT. BOTH 
CENTRAL AND LOCAL, must 
•initiate developmental research 
•rationalise distribution 
of scarce protein foods 
•encourage the food industry 
with rational laws and 
licensing policies 
•organise mass-scale 
relief programmes 
•extend fortification of ^ 
baslo foods 
•use mass 
communication 
for nutrition 
education 


UNTAS-tta. s.i« 


I'linti'il 1>) Raj al Slates' I’cople I’less, ,]aiiiiial)h()i'iiii Dhavaii, GhoKa Slicil, I'oit, Ri>nilia\-1, ami piiblislied 

li> liiiii i(»i Sameekslia Tiiisl from Skylaik, iSJ I'lco' Ho.ui, Jloiiibay-l. 
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YOUTH 

Tomorrow’s India 

is beiniT shaped by today’s youth. 

And helping: India’s young: citizens 
march ahead is IBM. 




* ' ' ' 1 





India's young citiiens ars developing their skills 
and talents faster than ever before. With new 
techniques and tools—like the computer. 

At 25 Indian universities and institutions, 
students are using IBM computers to undertake 
projects not possible for them in the country 
before. 

More. 

Computers are creating new careers and 
opportunities in: Science. Commerce. Industry. 
Administration. 


*A ttudcnl.year It training one parton for alx houra. day, 
live daya a week, fifty weeka a year. 


To prepare people for computer-age careers, 
IBM has launched a country-wide 
education programme which gives India 
6 technicians and operators every day. 

As many management personnel are given 
orientation in Data Processing. 

In 1970 alone, IBM imparted 100 student-years* 
of training. 

IBM is privileged to be involved in the 
development of today’s youth : builders of 
tomorrow’s India. 


IBM 

Partners in progress 
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Return to Regional Politics? 

THE attention that the annual session of the Congress(O) in Bombay received 
could be explained only in terms of nostalgia for the excitement ol the briet 
period after the split in the Congress when it had seemed that governmental 
power at the Centre was being really eont(!sted, for the first time since Inde¬ 
pendence. Surely, notlung in the pre.scnt strength or iiiflueiiee ol the Con- 
gressfO) warranted the publicity given to the doings at Munshinagat. Irunieully, 
the attention that it received must have been as unpleasant to the party as it was 
undeserved, .since the proceedings ot the .session only served to confirm the 
verdict of the Lok Sabha elections that the Congress(O) had cea-sed to be u na¬ 
tional political lorce — il it ever was one, however briefly. With tlie Con- 
gress(H) having swept in to occuiiy Uie vast central .spaces ol Indian politics, 
the Congress(O) is iilainly left without a role. 

Shortly after this near-mock session at Munshiiiugar, tiiere vieic reports 
that the former Chief Minister ol CJujarut and his colleagues in the State Con- 
gTess(O) were thinkmg of lonnmg a separate party. Though the icports wore 
promptly denied by Hitendra Desai, it does seem that the authors ol the idea 
have showed greater political realism than did the paity's 'all-liidia' leader¬ 
ship at Munshmagar. As things are, in only two Stales, Cujuiat and Tamil 
Nadu, is the Congress(O) ot any significanc'e at all. Ot these two, ugaui, il is 
Cujarat which is immediately more relevant since there has to be uii Assembly 
election in the State in the next few months, whereas in Taiml Nadu the parly 
will not orduiarily get a chance to prove itsell lor another five ycais. 

The choice belore Hitendra Desai and his colleagues is, thereiore, a real 
one: should they nut give up the inctenee, which is an uncuuviiieiiig one any¬ 
way, oi being part ot a national political organisation and coneenlrule on build¬ 
ing up a Slate party devoted to issues and problems concerning the State — 
like the DMK in Tamil Nudui* This may not automatically en.suie thek return 
to irower iii the next Assembly elections, but with the di.siiitegialioii ol the 
Swataiitia party in tlie State it dues open up the xiossibility to them ot assuin- 
itig the role ot tlie main opposition to Liie Cungress(H). This is nut an altoge¬ 
ther uiiproiiiising lulej rid of the liability ol assuciatiuii witli the CuugressfO) 
and the kiiagc it has created ior itsell through its 'giand allianee' stialegy and 
its collapse iii the Lok Sabha elections, they may be able to lelam and even 
win buck some ot their erstwhile support, especially since the Congiess(li) m 
the State has not lieen able to gel over its leadciship piobleins. At the s.une 
Imic, il the new party could build up a convincing image ioi ilselt ot a Stale 
party, il could attiaet a following lioin the present ranks ol pailies like the 
Swutanlra and the TSL whieii aie plamly laced with the piospcct ol bemg 
pushed into tlie political wilderness. The leeling, eieated ailei the (Jongress split, 
ol Gujaiat being ‘neglected’ by the Ccutie should piovide a political cimiate not 
iiniavouiable to such a venture on the laul ol the Stale Congioss(O) leadership. 

One of the many sweeping conclusions hastily accepted allei the last Lok 
Sabha elections was that the lesults ol the poll ri.flccted the pulitieul demise 
of e.ssentially legional parties. The late ol the .4kali Dal ni Punjab, the BKU in 
UP, the Bangla Congress in Bengal and so on was held up in suppuil oi tins 
a.ssertiou. To that extent the elections were supposed to have reversed 
the trends lowaids fragmi’ntalioii ol political loyalties and suppoil revealed by 
the 1067 general elections. Tlicre is, howevei, room lor aiguiiienl tliat what 
happened in 1967 was perhaps more tyiiieal oi what may be expected ol the 
political system in futuic and that it was this year's election results wliich were 
in the nature ot a freak. In any ease, there is little giouud for leading into 
them a deieat for the regional parties siieeially; all jiarties, whether national or 
regional, with the possible exception ol the Cl'(M) in West Bengal, crumbled 
belore the onslaught of the Congress(B). Indeed it can as well be argued that 
the elections exposed the essentially regional character and support-base ot 
supposedly all-India parties like the CP(M) or Jan Sangh. 

It remains to be seen whether the apparent coherence and stability im¬ 
parted to the political system by the massive success of the Congress(R) ki Uie 
last elections is something more than a nine-days’ wonder. But the circum¬ 
stances in which the elections were fought were special enough to pieclude any 
long-term conclusions being drawn about how far the cultural, linguistic, econo¬ 
mic and other differences within our plural society, which had till the other 
day seemed to so strongly influence the political system, have been altered. 
It still seems a plausible hypothesis that the Congress(K) is likely to be most 
effectively challenged by local or regional parties; and if it is so challenged 
successfully in one State after another, its own all-India character and image, 
whidt sfadm so bd{^t today, are bound to suffer. 
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India and Ceylon 

Generation Gap ? 


A Correspondent writes: 

IN ^ha^p cDiilrast to tho hy.slcifa wliich 
Iia.s convulsed (Jiir elitist ‘intelligentsia 
over Haiigla IJesh, tlieie lias been al¬ 
most u (lealeiiiiig silence over the kil¬ 
lings, ntosll> ol >oung levolutionaries, 
in anollier iieigliliouiiiig country — 
Cieylon. 'I'liose leaetions that there 
have been aie invariably sympathetic to 
the '(lileiiiinas’ oi (he United Front 
(Joveriiiiieiit ol Oylon. Our Govern¬ 
ment’s leaetioii was indecently hasty. 
No sooner had .Sirimavo Bundaranaike 
asked loi niilituiy aid and armed per¬ 
sonnel, than did Indira Gandhi oblige. 
In lact. siane repoits Irom Ceylon claim 
tha( if Indian Air Foicc planes had not 
landed with oiir old stocks of ammuni¬ 
tion loi (he .303 rifles and Bren guns 
ol the Ceylonese Army, it is rjuite jMis- 
sible (hat the widespread and spirited 
attacks o( the Janata Viinukthi Pera- 
miina, during tla- fii.st few days after 
(he bcghinmg of the insurrection on 
April 5, would have overwhelmed the 
loices of the r'stablishiiH'nt. 

Yet this major new initiative, which 
ili.stincdy eontiadicts all our previous 
foreign policy tenets, was taken without 
any doubts. We have always held that 
no country, and certainly not this one, 
should iiiteilere in the internal affairs 
ol another and sse have never sent m 
Indian armed lorces personnel (except 
lor UN operations) to lake sides in an 
internal struggle. Even the Ceylone.se 
Conunander-in-Cbiet, General Sepala 
.4ttvgulle, has admitted that his army 
was unable to find any evidence of r-x- 
teinal aid to the JVP force.s. 

But taking into consideration the 
interests of tlu- Covernineiit of India, 
the decisiveness ol its actions in the 
Cevlonese case should occasion no sui- 
piise. After all, like Siiiinavo Bandaia- 


naike, Indira Gandhi did not hesitate 
to use slogans like “Garihi Hatao\‘\ 
knowing full well that it was beyond 
the resources of die Government or the 
country to remove poverty by fiat. Of 
c-ourse, this slogan could also have been 
taken to mean a serious attempt at 
redistributive ecxinomic justice, whereby 
the lop ten per cent of the population 
would have been deprived of some of 
their larnexse which could then be in¬ 
vested lor the good of all. As recent 
economic studies have suggested, that 
is the only way to marshal scarce capi¬ 
tal resources. But again, considering 
the support structure of the Congress(R), 
it would be an impossible task for the 
Piime Minister to make a serious at¬ 
tempt at even marginally disinheriting 
the top t<-n per cent. Keeping these 
factors in mind. South Block has pre- 
rlictably shown much sympathy for the 
situation that the Bandaranaikc Govern- 
UK-nt finds itself in. 

Ol course, in the case ol Bangla Desh, 
the Government has been as, if not 
more, symjiiithetic to the Awami League 
and it.s call for East BiMigali independ¬ 
ence. But apart from expressions of 
sympathy, the Government’s actions 
concerning Bangla Desh have liei'ii cori- 
sidi'ieil, cautious and notably indeci¬ 
sive, while all the while the brutal 
suppiessioii by West Pakistani troops 
of the helpless people of East Bengal 
continues unabated. This indecisiveness, 
like the decisiveness in the case of 
Cei'lon, is again the result of a careful 
weighing of the ruling group’s inte¬ 
rests. W<‘st Pakistani troops are no 
leal danger to the Ckivemment of Inilia 
in comirarison to the potential ideologi¬ 
cal threat which might have been posed 
by a revolutionary Government in 
Ceylon that could have made socialism 
into .something moie than a slogan. 
Also significantly, the Soviet Union, 
the United States and all the other 
enthusiasts of 'stability' sent prompt 
help to the Bandaranaikc Government, 


but in Bangla Desh’s case they have 
shown a relative reticence. So we are 
in good company in Ceylon as well as 
in our non-actions regarding Bangla 
De.sh. 

Parties like the Jan Saiigh and 
Swatantra have been in broad agree¬ 
ment with the Government’s stance in 
both ca,ses, Ceylon and Bangla Desh, 
though they have tried to make some 
political capital by pointing an accus¬ 
ing finger at the results of the espousal 
of socialism in Ceylon and by pressing 
the Government to give more help to 
the Provisional Government of Bangla 
Desh. But far more blatant in their 
soulless silence, has been the response 
ol the CPI and the CPM to the at- 
tciiiph'd JVP revolution in Ceylon. The 
CPI is of course so wedded to Moscow’s 
xtuttix fjMo-ism that it is totally in¬ 
capable ol indeiiemlent thought, leave 
alone action. The Moscow piper has 
called the tune in all of the CPI’s posi¬ 
tions, lioiri the decision to buck Con- 
giess(H) in the la.st election to the 
Soviet invasion ol Czecho.slovakia. In 
Ce\ Ion's case also, the CPI predictably 
remains faithful to the Kremlin. But 
it is veiy likely that more than Mos¬ 
cow’s edict woiiies the old men who 
lead the CIT. This is the spectre of 
till' giowth in parts of India of a re¬ 
volutionary socialist iiaity, which like 
tin' JV3’ in Ceylon, is unwilling to com- 
pioinise with the established system and 
which is composed entirely of an im¬ 
patient new generation of youth. The 
same spectre also piobably haunts the 
old men ol the CPM. As in Ceylon 
and India, in most Asian countries the 
eighteen to thirty year olds are becom¬ 
ing the deniographically dominant age 
gioiip. Perhaps Ceylon is a trend- 
settei. III that those who are Ireginning 
to dominate demographically will also 
seek to control the political decisions 
which so far have been made by the 
old, the prevaricating, the 'pragmatic' 
compromisers. 
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Small Banks 

8«rvlc«, Strangth and Survival 

IN getting together the small banks of 
the southern region for a two-day con¬ 
ference at Madurai last week, the Re¬ 
serve Bank has done well — reminding 
Itself and others that hanking business 
in this country is not confined to the 
state-owned institutions, on whom the 
limelight has been blazing. It is also 
commendable that this belated commu¬ 
nion with the small fry is to pr<x;eed on 
an “area basis". For small banks are 
essentially local in character and there 
would hence be significant variations in 
the approach, operations and problems 
of banks in different regions. 

Tlie familiar adjective “small” natu¬ 
rally applies to banks in term.s of their 
resources. Thi- public sector now covers 
all large Indian banks but there is at 
li?ast one nun-nationalised bank which 
cannot appiopriately be called “small’’ 
The deposits of the Andhra Bank now 
exceed Rs 50 crores. All the rest of the 
40-o(ld small banks come way below 
this rleposit level. Actually, the aggre- 
gati‘ amounts to only about 4 per cent 
of th<' total deposits of the banking sys¬ 
tem. But to ignore or forget tlu-m on 
this puiely statistical score would be a 
giave mistake. Because ol their origin, 
as.sociations and structure, these banks 
are capable of reaching strata of society 
that large bunks cannot easily get to. 
After all. the small banks were, until 
fairly recently, the only .source of or¬ 
ganised service in many places in the 
interior of this vast country. And m 
areas where no small banks had emerg¬ 
ed, there weie — and, to a considerable 
extent, still are — no banks. Again, 
these banks w<‘re performing the cur¬ 
rently much-lauded function ol serving 
the small man long before “priority sec¬ 
tors” were thought of. Indeed, but foi 
the Reserve Bank's old iKilicy of mergers 
and consolidation, a n<4work of small 
banks might well have taken over, m 
some parts ol the country at least, what 
Is loosely termed as “social objectives” 
And this need not necessarily have been 
at the cost of the strength of the bank¬ 
ing system. 

But now the picture Is not entirely 
happy. A few of the small banks have 
done exceedingly well. Their rate ol 
deposit accretion, for instance, should 
put the large banks to .shame. Their 
ability to win and sustain the loyalty of 
clients, the quality of their service and 
their branch staffing pattern — these 
perhaps are some of the factors that 
have contributed to these remarkable 
performances. And yet possessed with 


practically the same basic advantages, 
other small banks are struggling for 
sheer existence. Tiu-y seem unable to 
cope with the pres.sures piling up on 
them. With the all-out effort at branch 
expansion, larger banks are crowding 
into the good potential centres and this 
competition is taking away both custom¬ 
ers and better quality staff. At the same 
lime, the small banks feel the need to 
introduce some ilegree of sophi.stication 
in their operations, if only to keep up 
with the banking Joneses. Establish¬ 
ment expenses, with award-proscribed 
pay scales, mount up and are quite dis¬ 
proportionate to the return they are 
able to get from the type of staff they 
can attract and reluin. Growth is the 
only solution to their difficulties but that 
growth is not easy of achievement. The 
Reserve Bank’s meetings with small 
banks might hel|) to bring some of 
these problems into sharper focus. But 
it is doubtful if that would be sufficient 
to suggest remedies. That would require 
deeper, more puri>oseful effort than se- 
minar-tyiie gatherings. 

Shipping 

What Prica Foreign Credits ? 

TIIF, Union Mini.stei for Shipping did 
well, at his piess conference in Madias 
on May 15, to assure all assistance to 
the shipping industry. However, it 
would have Ix-eii Ix-tter had he spelt 
out what the Governnient proposed to 
do about some ol the industry’s imme¬ 
diate problenns. The Fourth Plan envi¬ 
sages that by the end of 197,3-74 the 
tonnage in opeiution would increase 
I Him its present level of 2.4 million 
GRT to 4 million CRT. After taking 
into account the tonnage on ordi-r and 
under negotiation and also the scrap¬ 
ping requirements of the industry, it is 
unlikely that the tonnage in operation 
by that date would exceed ,3.5 million 
C;RT. One of the major problems be¬ 
fore the industiy, thc'refore, is that of 
making th<' financial arrangements to 
acquire the balance of 0.5 million GHT. 

As shipyards in most of the countries 
are over-booked, no new order would 
be ready for delivery before 197.3-74. 
The gap of 0.5 million GRT will, there¬ 
fore, have to be bridged by acquisition 
ol second-hand tonnage. The require¬ 
ment of funds for this purpose woukl 
bv .somewhere around Rs 00 crores, all 
hi foreign exchange. Half or more of 
the amount would be required immedia¬ 
tely for down payment. 

Finding foreign exchange re.sources of 
this magnitude is well nigh impossible 
for the industry and the Government in 


the existing circumstances. Unlike for 
new constructions, the down payments 
reiiuired for second-hand vessels will be 
over 40 per cent, a major part of which 
the CJovcmment will have to arrange 
for. Even for the balance 60 pei eeni. 
il is unlikely that foreign coiiiinercial 
credit will bo available on the terms 
being offeree! by the Government of 
Irulid. As per the prt'sent uiiderstanil- 
ing among the OEGD countries, ship¬ 
ping credits below 7Js per cent would 
not be made available to buyers on 
deferred payment; and the foreign com¬ 
mercial banks would not be ready to 
lend at anything less than 1-1!: per cent 
over the going Eurodollar rate. In order 
that the foreign bankers receive this 
rate of interest, the actual rate payable 
by Indian borrowers would have to be 
aroiiml 13 to 14 per cent (so that it 
adequately provides for taxation for the 
portion above 6 per cent). The other 
sources of foreign currency credit would 
be tlw Indian-lnased foreign banks and 
Indian banks abroad. However, with 
the restriction against keeping rupee 
deposits with the former and the 
limited availability of foreign currency 
funds with the latter, it is unlikely that 
ihe required foreign currency funds 
would be forthcoming. 

It is, therelore, necessary that there 
should be some reconsideration of the 
terms offered for foreign curremey 
credits. Particularly so since the net 
foreign I'xcharige outgo by way of 
freight payments is at present around 
Rs 200 crores per annuni. Against this 
background, if Indian Airlines could be 
allowed to borrow funds at 1.25 per 
c<-iit above the Eurodollar inter-bank 
rat<-, the shipping industry with its high 
loieigii exchange pioductivity de.serves 
some eoiisiileratiou. 

Industrial Licensing 

Some lubrication 

A Correspondent writes; 

NOW that there is what looks like a 
stable government in New Delhi, the 
Central Ministries are going through 
the motions ol speeding up decision¬ 
making. This is a welcome change from 
the pre-election days when Ministers, 
not sure of their portfolios or even of 
re-election, marked time. 

High on the list of issues to be tackl¬ 
ed is that of the steel shortage. Pro¬ 
duction at the three Government-own¬ 
ed steel plants has been far below ca¬ 
pacity. In fact capacity utilisation ac¬ 
tually declined further in 1970-71. Bo- 
karo is lagging behind schedule. It is 
reported that while the blast fumacm 
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would l>e ready according to the re¬ 
vised schedule, the coke ovens would 
not be! The Government is now al¬ 
lowing liberal imports of steel, with 
visible impact on the free market pri¬ 
ces. 

At the same time, .ifler a delay of 
more than two ye.irs, the Government 
has agreed to the setting up of concast 
steel plants. The Govtirnment is also 
reportedly willing to approve local ma- 
nufactuie of sponge iron. One advan¬ 
tage of concast plants, which can use 
scrap, is their short gestation period. 
Production cost of such plants is high, 
but this can be met in the present era 
of steel shoitage and high prices. More¬ 
over, concast plants enable control of 
the composition of steel, making possi¬ 
ble the output of the slightly higher- 
priced low alloy steels. Th<- main liur- 
dle to the progiammc, llICC's unsub¬ 
stantiated claim to make such pl.aiiLs, 
has now been brushed aside, and im¬ 
port licences ai<’ to be issued for con- 
c.ist plants — at least till HEC actual¬ 
ly maniil.'U'turcs the.se plants. 

The Govemmenl is also apparently 
pieparing to speed up licensing deci¬ 
sions. 'I'lu- banned list of industries in 
which (mostly because of over-expan¬ 
sion) no licences are to be issued, is to 


THE patnpered cotton textile industiy 
is at it again. Its taigct this time is 
not the ]<i •scrv<* Hank. 'the attack is 
now against the connncicial banks. The 
industry got the Hcscive Bank to tell 
the lianks to [inll tlicir punches while 
unplemcnting its own credit control 
diicclives on ailv.nices to the te.\lile 
industry and liudc. It is not known ii 
the hint to banks to liead softly covi'is 
the Heserve Bank’s diiection to bifur¬ 
cate c.ish ci'cilit limits aiul get the 

trading limit (simi)oiient (sinverh'd hito 
dated liili linance limits. It is to be 
lioiTcd th.it the Beserve B.nik has not 
relented on this count. 

Last week the Iiuhaii Cotton Mills’ 
Fedeiation issued a pi ess .stateimiit — 
with a leipiest that the stateiiieiit not 
be .sourced to it — alh'ging that banks 
were denviiig credit to mills lor lilting 
im{)orl(‘d isitton, stocks of which were 
alirgcdly piling up at the Bombas docks. 
The stateincnt suggesleil that banks 
were being lussod, ilcspile the Heserve 
Bank’s oiler of refinance at the Bank 
rate for covering credit required for 


be abolished. This is a notional change 
since in any case not many applica¬ 
tions would flow in for these indus¬ 
tries. At the recent meeting of the 
Standing Committee of the Central In¬ 
dustries Advisory Council the Minister 
for Industrial Development revealed 
that the flow of applications for indus¬ 
trial licences had improved and that 
the Government was considering mea¬ 
sures to expedite their disposal. The 
number of applications received had 
more than doubled to 3,000 in 1970 
against 1,402 in 1969. This does not 
ri'piescnt any acceleration of the indus- 
tiial tempo as almost a quarter of the 
applications related to sectors which 
had been in the deliccnsed category 
earlier. 

The period in which an application 
is disposed of has, it is claimed, been 
leduced from 180 days to 131 days. 
This is still a far cry from the norms 
laid ilown by the Swaminathan Com¬ 
mittee of the period specified in the 
Iiidu.stries (Development and Regula¬ 
tion) Ai't. Further, tinkering with pro- 
is'dure.s will only lubricate the meehan- 
iMii, what really matters is a rise in the 
deuiimd for investment. This must 
await the budget, and the Government’s 
decisions on its own investment. 


‘Imiiehing’ of iinixirts. The bulk of the 
11 million bales of imported i-olton was 
due to aiiive between now and August. 
’I'ight-fisted banker.s, the ulh'gation went, 
were pushing the cotton mill industry 
into an avoidable cresis. 

Whether or not banks resort to Re- 
seive Bank refinance to support the mill 
uidustiy is irielevant. The busy season 
has ended and the resource position of 
banks is no longer light, as reflected hy 
the inti-r-bank call rate W'liich is now 
below' the Hank rate. Banks are not 
fighting sliy of financing textile mills 
because they are short of resources, 
'rile ICMh’ press slateiiient conceded as 
luiieli W'hen it suggested that hanks 
weri' ilenying mills additional credit on 
limit considerations. 

’I'he issue then is this: mills say they 
want more credits; banks say that they 
have drawn as much credit as banks 
are willing to give on normal banking 
considerations. Actually, given the mill 
industry’s performance during the last 
five years, it is just likely that banks 
have given it far more accommodation 


than they would have on their own. 
True, normal considerations can be 
waived under certain circumstances, but 
are the prevailing circumstances such 
as to justify the banks leaning over 
backwards to accommodate the mills? 

It is a tricky situation. Many of the 
leading mills fared well during 1970 
and raised dividends. Textile prices re¬ 
corded a sustained increaso and high 
priced cloth sold well in a market 
totally denied cheap, controlled cloth. 
High prices have been justified on the 
ground that Indian cotton prices 
scaled unprecedented heights. Well, 
cotton prices have declined in recent 
weeks, and cheaper imported cotton is 
already in the docks. But cloth prices 
have not declint'd. 

Lest the cotton mills industry be 
charged with rigging up the textile 
market, the ICMF press statement made 
the point that textiles had become 
temporarily unsalable on two counts: 
first, the unceitaiiity in,spired by the 
proximity of th<‘ Budget and, second, 
the appro.ieh of the monsoon, which 
was the slack season for liwtiles. The 
ICMF forgot to mention one other 
beaiish f.aelor, namely, the inquiry by 
the Bureau of Industrial Costs into the, 
mill industry’s costs and selling prices. 
In Slim, what the ICMF means by the 
drop in cloth offtake is that cloth prices 
cannot, in the prevailing circumstance, 
he maintained at their current high 
levels. But can the mill industry give 
one reason why it .should not sell cloth 
Ix'low the cm rent high prices and use 
tfie proceeds for buying cotton, Indian 
and imported’'' And why should the 
banks rii.sli them credit ostensibly to 
buy cotton bill clearly to enable them 
to withold cloth from the market? 

This is not to deny that the mill 
industiy is in a mess. But, theri, when 
was it ever out ol it? Periodic efforts 
to put the industiy on its feet have 
ended badly, including the recent take¬ 
over of ‘sick’ mills by the Coverninent. 
Fear ol uneinployrnciit in this labour- 
intensive industry has haunted the 
Governnient for years now. At one lime 
massive bank finance was sought to be 
pumped into the industr> by permitting 
revaluing ol assets in the shape of land 
and buildings. The proposal was not 
pm sued — on the- ground that the re¬ 
habilitation of the mill industry was not 
u commercial banking function. 

But now the industry is bent upon 
going to the brink. The inquiry by 
the Bureau of Industrial Ckists notwith¬ 
standing, it wants to continue mani¬ 
pulating supplies and prices — at the 
expense of the consumer and with the 
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assistance of the public sector banks. 
By denying itself revenue from doth 
sales, it can choke up cloth output and 
let cotton pile up in the docks. 

In Maharashtra and Gujarat, in parti¬ 
cular, the production choke will have 
an impact not only on employment in 
the cotton textile industry but on the 
fortunes of the cotton fanner -as well. 
The results of the Maharashtra State 
Co-operative Marketing Federation’s bid 
to support indigenous cotton prices have 
been dismal. MSCMF has not only 
failed to stem the decline in cotton 
prices — how could it with arrivals of 
imported cotton? — but is now saddl¬ 
ed with stocks of cotton blend which 
are just not in demand, even at a dis¬ 
count. True enough, the cotton grower 
has had his pound of flesh but his 
political pull cannot be underestimated 
in States where elections are due in a 
few months. 

The complex tangle of mills, their 
labour and cloth and cotton prices, 
needs a probe in depth — and a far 
greater exercise of Government initia¬ 
tive than has been displayed so far. 
,Too much reliance has been iilaced on 
ad hoc measures: additional bank credit 
to mills to buy cotton and textile stores 
and to trade to hold stocks of cotton; 
a messy price support programme for 
cotton; a perfunctory scheme of price 
control to ensure cloth at rea.sonablc 
prices to the consumer, and .so on. The 
least that should be done from now on 
is to insist on a quid pro quo irom mills 
for funds made available — not just by 
the banking system — by a special 
body which should Ijc held accounta¬ 
ble for lapses by the mills. At any 
rate, the policy of additional bank 
assistance and take-over of sick mills 
has been played out. 

Cashew 

Crisis for Whom 7 

PRESS reports have constantly hinted 
at links between the so-called closure 
of a majority of Kerala’s cashew pro¬ 
cessing units, on the one hand, and 
the State take-over of raw cashew im¬ 
ports and ‘irrationally high’ wage struc¬ 
ture for the industry, on the other. 
Yet, figures provided by the Kerala 
State Cashew Development Corpora¬ 
tion, which have gone uncontested, 
indicate that there has been no short¬ 
age of raw cashew supply. In fact, the 
Corporation was launched in 1969 not 
primarily with the idea of taking over 
processing units, which it will now do, 
but to relieve the conditions of import. 
The cashew industry is based on re¬ 


export. The industry is almost entirely 
concentrated in Kerala — around 
Quilon. More than two-thirds of the 
raw nuts it uses are imported from 
East Africa, mainly Portuguese Mozam- 
bique and Tanzania. It was to do 
away with the sharp competition among 
importers and to provide a monopsonic 
buyer who could also exact better con¬ 
ditions regarding quality supply, that 
the Corporation stepped into import 
trade. Raw nut distribution among 
the 200-odd cashew processing units 
in Kerala has been on the basis of ex¬ 
port levels: but the State Government 
has been trying to switch over to the 
basis of ‘registered labour in the pro¬ 
cessing factories’. Evidently, it is this 
that has hurt the factories the most. 

Consequent to the Minimum Wages 
and Factories Act and the enforcement 
of standards for payments and con¬ 
ditions of work, cashew manufacturers 
have tried to circumvent their statu¬ 
tory obligations. Hence the growth of 
the kudivaruppu which are ‘cottage’ 
processing units that are in a better 
position to ‘sweat’ labour. So long as 
private trader.s imported raw nuts, 
cashew maiiulacturcrs were assured of 
their raw supply even if it was at a 
somewhat higher price; their process¬ 
ing costs could be lower in the un- 
oiganiscd sector — if is said by Rs 15- 
20 per bag — and they could still 
maintain both profit and price. But 
distribution of raw nuts on the basis 
of ‘registered’ labour could expose the 
doings in the unorganised sector. The 
mass ‘closure’ of mills {only about 42 
were reported working against 225 
last year) may thus amount to an 
organised attempt by the industry to 
force the issue, since, for the State, 
cashew manufacture and export are 
an important source of employment 
and, for the Centre, a significant source 
of revenue. 

For all the noise the industry has 
made regarding import difficulties on 
the Corporation’s entry into the field, 
exports of processed cashew fell only 
marginally in 1970. The slight fall could 
be explained with reference to the fact 
that the world suppliers of raw cashew 
— Mozambique, Tanzania, Brazil — 
are themselves building a processing 
industry, and exports by these countries 
have increased sizeably. Between 1964 
and 1967, Mozambique’s exports of 
processed nut increased from 3,500 
tonnes to over 8,000 tonnes; Tanzania’s 
from 48 tonnes to 1,436 tonnes; and 
Brazil’s (which has an earlier record of 
manufacture) from 1,110 tonnes to 
1,500 tonnes; during the same period 
India’s exports fell from 52,645 tonnes 


to 52,300 tonnes. 

The Kerala cashew industry’s gambit 
is, in the circumstances, worse ‘’han 
irresponsible. Cashew is a sophisticated 
food item whose export promotion 
would require careful marketing 
effort; it exports are mainly to the 
diserminating markets of the US and 
USSR, and in an environment now of 
emerging competition. But to bring 
the manufacturers to heel, Kerala has 
asked the Centre for a grant of Rs 9 
crores to continue state imports and 
state take-over of closed-down units. 
In the midst of the talk of financial 
stringency for the coming year, will 
the Centre commit itself to that? Fail¬ 
ing that, the compromise with the 
manufacturers may very likely take the 
form ol going back on the statutory 
obligations on minimum wage and 
working conditions. The non-Marxist 
unions have already shown a willing¬ 
ness to comply — after all, these 
workers are said to be among the 
weakest sections in the society. Has 
it been a crisis for the industry, or for 
the over one lakh unemployed due to 
the closures? 

Hindu stan Aluminium 

Thriving on Tax-F f Profits 

HINDUSTAN Aluminium Corporation 
has again turned out good results for 
1970 — as expected of it. Primary alu¬ 
minium production increased from 
72,231 toimes in 1969 to 78,191 tonnes 
in 1970; iabrication (into properzi rods, 
rolled products and extrusions) in¬ 
creased faster, from 35,000 tonnes to 
43,227 tonnes. As a result, sales, net 
of excise duty, increased from Rs 
34.27 crores to Rs 39.82 crores. Profit 
increased from Rs 2.46 crores to Rs 
6.99 crores 

Th»; company s balaiiei-shcet shows 
its strength Gross fixed assets in¬ 
creased from Rs 51.45 crores at the 
end of 1969 to Rs 53.80 crores at the 
end of 1970. The company had, on the 
same date, cash and bank balances of 
Rs 8.72 crores. 

With the clearance of its application 
for expansion of capacity to 120,000 
tonnes, the company is taking steps to 
achieve a capacity of 100,000 tonnes 
by 1972. Expansion has been the com¬ 
pany’s major strategy: in less than a 
decade, it has increased capacity four¬ 
fold. In the process it has made pro¬ 
fits of almost Rs 19 crores — and has 
not had to make any provision for 
taxation! Most of the expansion has 
been financed with borrowed capital 
— and one preference issue of Rs 
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2.50 crore:.. This issue clearly violated 
the 1: 3 balance between preference 
and ordinary share capital laid down 
under Capital Issues Control regula¬ 
tions. Obviously, the Hulas can always 
get exemptions from our committed 
civil .servants! 

Aluminium is the only non-ferrous 
metal of which India has large ore 
reserves. Yet progress in aluminium 
has been slow — th.inks to lethargy 
in the public sector Korba project. 
The lesult IS that exports ol aluminium 
had to be banned in 1970. Moreover, 
an informal price freeze had also to 
be introduced. Cleaily, rather than 
siphon off producer’s surpluses into 
public revenue through taxation, the 
Government prefers to subsidise con¬ 
sumers. Again, the Goveinment con¬ 
tinues to permit further fabrication by 
primaly producers, thus inhibiting the 
development of a free market in pri¬ 
mal v aluminium and the growth of 
independent entrepreneurship in fabri¬ 
cation. 

Swadeshi Polytex 

No End to Polyestor Fibre 
Shoriago 

VVlIk'N poKestei fibre capacity was 
fiist establislv'il hi India in the sixties. 

It bad been naively hoped that labrics 
lioni (lii.s syiitlietie fibre woukl be less 
expensive than woolk'iis. Nothing of the 
Milt liappeiK'd and polyester labrics to 
this (lay eonnnaiid fancy prices. For 
tins the blame has been passed on by 
the spiiinei (the .sole trolyestei fibre 
eomp.niy to date being CAFI) to weavers 
who. Ill turn, have pointed an accusing 
lingei at (lealeiN. In pa.ssing. it should 
be noted that the cotton mills which 
have gone in loi mixed fibre fabrics have 
been a iiiaioi beneficiaiy of tJolyestei, 
masmiieh as tluw have made eoiisuineis 
l).i\ loi the cotton content of mi.xed li- 
bie lahiies at the late ol the high value 
poKestei content. 

I he < onsmnei is inilikely to get a 
hiekv break tioin the entry ol Swadeshi 
I’oKic x into the mamilacliiie of .syiithe- 
tie libie Tine the jaipinias. piomoteis 
ol Sw.ideslii I'oKtex, also lontrol cotton 
textile mills The iioint to note is that 
even had theie been no lamily di.spiites 
the libie eoinpans and the mill company 
would each letain its shaie ol the niax- 
iiiiiiin maik-tip the market can bcai. 
Theie IS nothing to stoii them Iroin do¬ 
ing so in a market that is short ol lioth 
(otton textiles and synthetic fibre fa¬ 
in ies. The situation is likely to remain 
nnehaiiged with the entry into polyester 
nine maniilactiire of other mill compa¬ 


nies like Ahinedabad Manufacturing and 
Caliw Printing, for example. 

The annual supply of polyester fibre 
IS slated to ri.se to 30,500 tonnes in a 
lew years fnrm the pre.sent 4,500 ton¬ 
nes. CAFI is expanding capacity to 
6,100 tonnes a year. Indiati Organic, 
AMCP, Punjab State Industrial Deve¬ 
lopment Corporation and Swadeshi are 
each slated to establish u capacity ol 
6,100 tonnes a year. Swadeshi will be. 
the first of the new entrants. Oversup¬ 
ply of polyester fibre is ruled out by 
Swadeshi. In the prospectus foi its pub¬ 
lic issue, which opens for subscription 
on May 25, the directors of Swadeshi 
Polytex state that even when the entire 
envisagi'd capacity ot .30.500 tonnes is 
estafilisfied, the- supply of polyester fibre 
would tall sViort of dciiiaiul. Underscor- 
ling this opiliniisni is the promise ot 
“modest” riiaiclc-n dividend tor the yeai 
to September 1975. 

Swadeshi’s polyc'Ster fibre project, in¬ 
volving an (Mitlay of Hs 12.72 crores, hi- 
eludiiig a working capital of Hs 2.22 
crores, is located at Ghaziabacl and is 
sehediiled to comnumce commercial pro- 
cliietion in early 1973. Expenditure on 
plant, machinery and ecpiipnient is es¬ 
timated at Its 7.46 crores. incltiding an 
import <;omponcnt of Rs 1.55 crores. 
The (“stimated total toreign c-xchange 
expenditnie is somewhat higher because 
ol insurance and freight and fees foi 
pioeess and engineering services. Im¬ 
ported plant and kiioxvhow is being ob¬ 
tained trem Viekers-Zimmer. Pre,smn- 
ably, theie are to be no loieign inves¬ 
tors in the company’s c’cjiiify. Tata Con¬ 
sulting F,ngin<*ers have lieen riHaincd as 
consultant and Siemens India is respon¬ 
sible for engineering and installation of 
electric iiistrinnentation and control fa¬ 
cilities. 

The project is to be financed as fol¬ 
lows; Rs 3.30 crores ol ordinary and Hs 
I.IO crores ol pielerenee share capital, 
term loans and del>entur<-s ol Rs 6.49 
crores and cash iJeilit from banks of Rs 
1.65 crores. The tenn loans include 
loreigii exchange loans of Rs 1 crore 
Iroin Industrial Fhiante Corporation and 
Rs 1.29 crores from ICICI. Just over a 
thiid of the total outlay is cxivered by 
(•(luity capital. The share of debenture 
capital is not given but is believed to 
lie of the order ol Rs 1 crore to lie sub- 
serilicd by LlC. 

Ot the Rs 3.30 crores of ordinary share 
capital, Rs 1.65 crores have been sub¬ 
scribed to (and partly paid up) — Rs 
65 lakhs b> the directors, their a.ssociates 
and nominees and Rs 1 crore by Swa¬ 
deshi Cotton Mills. The balance of Rs 
1.65 crores is being offered to the pub¬ 


lic for subscription along with 9.5 per 
cent redeemable preference shares 
amounting to Rs 1.10 crores. The 
entire public is,sue has been imder- 
written. The public sector financial in- 
sHtutions, including the general insur¬ 
ance companies, have underwritten Rs 
109.50 lakhs ot ordinary shares and Rs 
90 lakhs of preference shares. The sub¬ 
scription by Swadeshi Cotton to Swade¬ 
shi Polytex shares is the subject of a le¬ 
gal dispute. The financial institutions 
aiding Swadeshi Polytex have taken 
suitable guarantees from the directors 
with regard to Swadeshi Cotton’.s invest¬ 
ment as well as the partly paid up 
subscription to Polytex by them and 
their associates. 

Guest, Keen, Williams 

Changing Gear 

AFTER a long spell of poor results, 
Cuest, Keen, Williams is at last begin¬ 
ning to see the light at the end of the 
tunnel. Sales increased from Rs 32.03 
crores in 1969 to Rs 42.59 crores in 
1970 and jiie-tax profit jumped from Rs 
1.61 crores to Rs 7.12 crores. This im¬ 
provement is the result of a major re¬ 
organisation ol the company’s activities. 
The closure of tli<- Railway Engineering 
and Track llepartmeiit in 1968 must he 
seen in reliospect to be a wise decision, 
consideiing the plight of other snppli- 
cis to the railways. The other activities 
ale now organised in iour departments. 

K C Maitra, cliairinan, refers to the 
slow pace ot economic growth in his 
address to shareholders. He complains 
that progri-ss “in basic raw materials 
and heavy industries remains sluggish’’ 
ami concludes his review of the broad 
trends in the ccononiy; "we appear to 
be, fry and large, in an era of political 
stability combined with uncertainty of 
the pace and diiectioii of ec^inomfc 
growth”. Being in Bengal and in iron 
and steel, he also devotes .some atten¬ 
tion to labour problems. Work on the 
second Howrah hridgi', lie regrets, has 
still to coininencc. 

Maitia is akso concerned about some 
of the policy trends. He tears tliat the 
monopoly regulations will hamper the 
progress of “existing and efficient” units. 
Moreover, lu-ing a large stamping pro¬ 
ducer, he looks askance at the issue of 
stamping licences to outsiders. Yet he 
views the future with confidence. Ills 
strategy is to concentrate on emerging 
growth activities and to bsiild up close 
relations with customers to provide them 
efficient service. The results for 1970 
show that Guest, Keen, Williams has hit 
upon the right recipe for progress. 
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INDUSTRY 


Mdkiiig Menopolies Commissioit Irrelevant 

A N 


AFTER a year of inactivity, the Mono¬ 
polies and Restrictive Trade Practices 
Commission (MRTPC) seems to be 
fl(K)ded with work. Beginning with the 
reference to it of Century’s expansion 
proposal, four other references have been 
made, all in a fortnight. 

With the excx'ption of the reference 
in resp<*ct of Century’s expansion pio- 
po.sal, the other cases which have bt'en 
referred to the MRTPC suggest that the 
Covernment finds the Commission a use- 
lul device for shirking its resiionsihility 
to take decisions. All the four references 
relate to Chapter III of the Act which 
contains the provisions for control of 
conevntration of economic power. Two 
of th«' references relate to proposals for 
merger or amalgamation which are suh- 
)ect to control under Si'ction 2.‘1 and the 
other two are in respect of proposals for 
substantial exiiansion undei Section 21. 

Even a enrsors- reading of the puldic 
notices issued in cormeclion with these 
references suggests that none oi the pro¬ 
posals is really significant from the point 
of view of concentration of economic 
power to the t'oinmon di'triment. The 
Goveniment could have easily taken de¬ 
cisions on them w'ithout wasting the 
MR’l'PC’s time. The two merger propo¬ 
sals arc: (i) merger ol a J K mining 
compan)', Madhya Pratlesh Industries, 
with tw'o other relatively small J K com¬ 
panies, one ol which was a managing 
agency till recently (J K Agents) and the 
other is engaged in investment and fin¬ 
ance (Bengal and Assam Investors), and 
(li) amalgamation of Larsi'n and Touhro, 
a large agricultural and other machinery 
manufacturing concern, with Willcox 
Buckwell India which has distribution 
lights of agricultural, earthnioving and 
other eijuipinent of .some renowned 
foreign manufacturers. 

True, lioth these proposals, by virtue 
of their involving companies which are 
subject to the conditions of Section 20, 
tsime within the purview of the anti- 
concentration provisions of the Act. But 
the first proposal, insofar as it involves 
only a merger of companies already 
tightly controlled by the the same group, 
svill have no effect by way of enhancing 
the economic power of the J K group. 
The concentration ratio of the group 
will remain unchanged after the merger. 
Also, as the companies involved are en¬ 
gaged in unrelated industries, their mer¬ 
ger is not likely to have any anti-com- 
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petitive effects. In any case, given the 
small size of the merging compaiiK’.s. 
this is u trivial proposal from the view¬ 
point of controlling concentration or 
even monopoly. Similarly, the amalga¬ 
mation of L and T with Willcox Buck- 
well is not significant because the latter 
company is already a nearly wholly- 
owned subsidiars' ol L and T. 'The amal¬ 
gamation will not, therefore, enhance 
the conceiitiation latio or the economic 
power ot L and T. Nor can any iurther 
anti-competitive effects result since the 
two eonipanies are already vertically in¬ 
tegrated. 

The two proposals for expansion refer- 
led to the MRTPC relate to Grindwell 
Abrasivi-s and Ollulose Products of 
India. Neithei ol thinn is listed as in 
any way linked with any of the large 
groups according to the Licensing Com¬ 
mittee Report or the Monopolies Inquiry 
fCommission Repoit. Both claim that 
they have no mter-connection with any 
otlu’r concern. In the circumstances, 
the proiKisals can txiine within the pui- 
view of anti-concentration contiols by 
virtue ot these eonipanies being dmni- 
nant firms with assets worth more than 
Ks 1 crore (clause li of .Section 20). But 
if they an‘ dominant undertakings, their 
expansion pioposals iiei'd to he examin¬ 
ed more liom th<- viewjxiint of theii ef- 
lect on cxmipetition in the market for 
their products and less from that ol con- 
eentration of eeonomie power. But the 
effects of either proposal on market com¬ 
petition cannot he as.sessed without <-x- 
Hinining whether other rival iiroducers, 
existing or new, have also applied for a 
licence lor the same purpose. If they 
have, then the Licensing Committee 
should have examined this asirect before 
sanctioning the applications. H there 
were no other applications or if the 
MRTPC is not given the chance to in¬ 
vestigate the easi's of other rejected 
claimants tor the same licence, the Oim- 
mission is left vsith hardly anything to 
investigate. It may merely have to en- 
t'orse tlie decision of the licensing au¬ 
thorities. 

The referencfs made to it so lar show 
that the MRTPC is going to be tied 
dosvii to investigating proposals for ex¬ 
pansion, mergers and new undertakings 
from the standpoint of concentration of 
economic pov;er. Given the number of 
applications lor industrial licences fur 
expansion or new units pending, the 


Licensing Committee, newspapi'rs re¬ 
ports suggest, will have to clear them at 
the rate of .some 100 to 12,5 applications 
a month. Ol these, ii 50 per ci'iit are 
sponsored by large hous<‘s and indepen¬ 
dent large and/or dominant eonipanies 
aiitl ii tile Covenimont refers even 10 
per cent ot thi-se to the Commission — 
the trivial n.itiire ot the recent references 
shows that the Government is inclined 
to refer almost every proposal which 
techin'cully csimcs within the purview of 
till' Act — the Comnii.ssion will have its 
liands inoie than full with just concen¬ 
tration inc|uiries. 

Examining lieerice applications from 
the eoiicenlrution .ingle is, however, 
something which can be done better at 
the hci'iising stage. As the eases i el cr¬ 
ied to the MRTPC so lai illustrate, all 
the Commission will do is to duplicate 
the work ilone by the Licensing Com¬ 
mittee or, in the case ot iiUTgeis, by the 
Company Law Board. Under the Act it 
i.> not obligatory lor the Covc'nimerit to 
reb-r I'Very proposal for expansion, 
merger oi new iindcTtaking, even if tech- 
nieally covered by Act. to tlie MRTPC. 
The Government was thus e.xpeeted to 
be selective in lelerrnig eases to thu 
Commission. 

Moreover, the Connnission's investiga¬ 
tions and lecsrmioeiKlations can be u.se- 
hil only it it is ealletl upon to investi¬ 
gate pioiX).sals lielore the Licensing 
(’oimnittee has taken its decisions on 
thnn. Only then can the MRTPC ex- 
annne a particular pioposal in relation 
to the rival claims loi liecnee. Othei- 
v\’ise, the MRTPC might he pul in the 
awkw.ud position ol having to suggest 
leveisal ol a Coveinnient decision al¬ 
ready taken. Also, goveniment officials 
a]ipeuiing lieloie it would argue in sup¬ 
port ol the pioposal undei consideration 
since it would have .iheady Ix’en .ap- 
pioved by the Government. 

.Surely, it eaimut he the Government’s 
intention to krs’p the MRTPC busy hut 
ineHective. The lir.st spurt of aetivity 
doi’s. however, suggest that the Commis¬ 
sion is going to he hogged down in con¬ 
centration inijiiiries and might nevei 
find the time to vvoik on the othei two, 
and no less important, objectives of th<- 
All — contiol of the working of exist¬ 
ing monopolies and ot lestrietive tiade 
praelices. Actually, from the point ot 
view of safeguarding the interest ol the 
public as consnmeis (through rcasunnhle 
prices and lower costs) and as small 
traders and small pioduis'rs (through re¬ 
moval of barriers against entry into a 
trade) these two objectives are far more 
important. 
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CAPITAL VIEW 


To Socialism, but How? 

Romesh Thapar 


WHAT is more siunificaiil tluiti the act 
ot taking over (.’ciieial Insurance, is the 
lack of reaction to the act. Among arti¬ 
culate scs'tions then- is a fairly sophis¬ 
ticated iiii<Icrsfaii(ling of the messy na- 
tuie of this insurance activity. It is shot 
throiigii with coinf'lcxities, the like of 
winch vsoiild defy a governmental system 
of scmtiny and accountability. 

'I'lie betting i.s that within the next five 
>'<■111 s, general nisuranee operations will 
be confined only to large, tangible as¬ 
sets which have to be protected, assets 
which can be easily valued and claimed. 
.Service to the small man i.s precisely 
what public sector general insurance will 
not li<‘ able to provide. More resources 
down the drain, whatever is said. 

Something ol this' kind of reasoning 
liad prevailed at tlic time of the take¬ 
over ol Lite Insnrancti — and the mess 
ol g<‘nr-ral insurance was left in a messy 
privati' .seetoi. But ihi'.se days who cares 
to go back to tlie solid lioine-work done 
III many areas in the olti days? It is 
enough for political morons to mobilise 
behind a slogan and get a bearing. 

The take-over was pint ol the so-called 
ten-point progiamme — that supposedly 
bold step to socialism. However, quite 
a large number of obsi'rvcrs had assum¬ 
ed that alter gaining an overwhelming 
ninjority in Parliament, thi> Congress 
parly would give up gimmicks and think 
of more solid econoime transformations. 
Wishful thinking, obviously. 

Not without reason, the speculation is 
icvived as to whetlu'r the pre.sent lead¬ 
ership ol the ruling party at the Centre 
is capable of taking a .solid look at the 
bafteietl trainework ot India's patch-work 
soeialisin. Will the opportunist political 
calculations of the instant radicals of tlie 
paits prevail or is it going to be possible 


to end the dangerous nihilistic bank¬ 
ruptcy of the protagonists of the non¬ 
capitalist path and put together a growth 
model which impacts the life of people 
at the lower depths. 

Such a growth model is not built on 
easy take-overs of defunct private busi¬ 
ness operations, or on the espousal of 
illegal jhuggi schemes, or on perspectives 
which are tied up with the manufacture 
of the people’s car, or on the prompt 
patronage offered to every durbari-type 
who mouths socialistic phra,ses, or on 
massive ministerial corruption which is 
rationalised as providing finances for an 
allegedly socialist “line" (that is when 
the finance is not swallowed by the re¬ 
ceiver 1). 

These facets of the pre.sent-day debate 
on .socialism in our country illustrate the 
cynicism of the protagonists for social¬ 
ism. Fortunately, and unlike some 
neighbouring countries, we have not as 
y<-t described ourselves as a socialist 
land. Tin's might have polarised our 
political lifi', between Right and Left, 
on tile basis of mutual bankruptcy — 
and sparked a .spioading violence. In- 
d<'ed, the CI’M-backecl government of 
West Bengal did precisely that. Tlie 
lesult: Naxalism. 

The leaders of the ruling Congress 
party are only tixi anxious these days to 
make clear that they are merely striving 
for socialism. But even in this grey 
area then* is danger lurking. Outstand¬ 
ing iHilitical-eeonomic thinkers, basing 
themselves on the results of repeated 
liiactiee, have pointed out that in any 
attempt to move towards social owner¬ 
ship of the means of producliiMi the so¬ 
cialists must be clear as to their hege¬ 
mony over the economy or what wc 
used to describe as control over the 


“commanding heights”. The logic it 
simple, private economic operations can¬ 
not function in insecurity. Panic and col¬ 
lapse can result from haphazard nationa¬ 
lisation moves — unless the socialist 
sector’s dimensions arc piedsely demar¬ 
cated every ten years or so when new 
levels of socialism are sought Presum¬ 
ably the Industrial Policy Resolution of 
1948 was intended to do just this. But 
these days wc have no such understand¬ 
ing. 

The time has come for another exer¬ 
cise in demarcating the roles of public 
enterprise in an economy which is "mix¬ 
ed” in order to guarantee dissent. There 
could be no better time than Budget 
time. An exercise of this kind would 
provide necessary discipline to the In¬ 
stant radicals and would also reduce the 
fear prevalent in the panicky sectors of 
the business world. Public and private 
■sector planning would immediately be¬ 
nefit from guidelines which are more or 
le.ss sacrosanct. 

It is necessary to say these obvious 
tilings because we fail to realise the 
huge benefits which result from more or- 
dor<‘d and systematic thinking. 

It would be a shame if after getting 
the massive political sanctions for econo¬ 
mic coherence, we fritter away our ener¬ 
gies in an economic style more appro¬ 
priate to boy scouts and girl guides 
(.someone seemed to say bul-bulsl). 
And the sooner the better. Because a 
crisis like the one Pakistan is engineer¬ 
ing in the East may take us back to the 
days of alms-bowls and breast-beating. 

T (Ulpiece: Overheard. “ Wliatever 
happened to Krishna Menon at the 
communist world peace meet in Buda¬ 
pest. He forgot his passions on Bangla 
Desh and subscribed to a resurution 
milder than anything ever penned by die 
followers of Marx.” 
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MARKETS 


Further Retreat 

Nishtar 


THE stodc market continued to wear an 
uneasy look throughout the week and it 
was forced to beat a further retreat 
under pressure of light but persistent 
selling. Despite a modest rally near the 
weekend, net changes over the week 
showed widespread losses. Activity, 
however, was on a considerably reduc¬ 
ed scale as operators preferred to mark 
time in view of the proximity of the 
Central budget. 

The market has drifted lower despite 
the steady flow of pleasing corporate 
news. Technical considerations did not 
seem to favour a rise. Political uncer¬ 
tainties and developments on the inter¬ 
national monetary front also made for 
caution, but the market would not per¬ 
haps have developed the pronounced 
weakness it did if sentiment had not 
been unsettled by the surprise announce¬ 
ment alx)ut nationalisation of general 
msuranc<’. The market does not have 
imieh stake in shares of general insu¬ 
rance companies — only a few com¬ 
panies have their shares listed on tlie 
stock exchange — but the take-over of 
grticral in.surance has had an adverse 
psychological impact as it is taken as 
an itidication of Indira Gandhi’s govern¬ 
ment's determination to redeem its radi¬ 
cal promises at the earliest. This has 
giv<-n rise to all kinds of distmbing con- 
jectuies about the shape oi the budget 
Chavan is going to present on May 28. 

In his interim budget speech Chavan 
had clearly indicated the Govern¬ 
ment’s ’ intention to augment the 
provision for the Centre’s Plan outlay 
tor 1971-72 in the budget to be present¬ 
ed in May. Recent developments, 
especially the influx of refugees (esti¬ 
mated around 3.8 million), have imposed 
an additional strain on Centre’s budget¬ 
ary resources. Both tax and non-tax 
revenue sources will need to be exploit¬ 
ed in order to be able to finance the 
stepped-up development effort. How the 
Finance Minister will use his fiscal brush 
to brighten the economic and industrial 
landscape is anybody’s guess. With the 
overwhelming majority that the ruling 
party now commands, it is to be hoped 
that the fiscal policy will promote sav¬ 
ings and improve the climate for invest¬ 
ment which alone can help achieve 
accelerated industrial growth. 


Misplaced Emphasis 


CAPTAIN Kanjit Singh, Chairman, 
Indian Cotton Development Council, 
stated the other day that the "prevail¬ 
ing prices are not favourable” to cotton 
growers and that the fanners will be 
"seriously hit’’ if pric-es are allowed to 
dip further. He wanted the Cotton Cor¬ 
poration of India to play a more effec¬ 
tive role in stabilising prices at reason¬ 
able levels by effecting purchases at fair 
prices and building up stocks of its own. 

What is one to make of the ICDC 
chief s conceni for growers when prevail¬ 
ing cotton prices, which, standing almost 
halfway between the fantastically high 
levels recorded in the last week of 
January and .subsequent lows, are still 
far i-ostlicr — Rs 800 to Rs 1,000 a 
candy — than comparable foreign varie¬ 
ties. There is no evidence to suggest 
that cotton production has ever suffered 
for want of reimnierativc prices. Be¬ 
cause of the eontimiuusly growing im¬ 
balance between d(‘mand and supply, 
resulting from virtually stagtiant produc¬ 
tion and huge expansion of spindleage, 
cotton has always been in a perpetual 
sellers’ market. 

If cotton proiluction has averaged 
barely around 58 lakh bales over the 
past six years or so, and the 1970-71 
crop is estimated around 53 lakh bales, 
it is neither because of unremunerativc 
prices nor due to inadequate area under 
cotton; India has the largest area under 
cotton in the world — one-fourth of 
the total world acreage. The stagnation 
in cotton production is due cssenrialiy 
to the disaiiixiintingly low yield per acn’. 

The suggestions made by the ICDC 
chief for stepping up cotton production 
run along all-loo-familiar lines. This is 
not surprising. What needs to be done 
to improve the yield is sufficiently well 
known. The question is how to get 
things done. The problem of increasing 
yields through various inputs — better 
seeds, better irrigation facilities, fertili¬ 
sers, pesticides, better implements — is 
essentially organisational. The results 
achieved by the Indian Cotton Mills’ 
Federation’s cotton development pro¬ 
jects have conclusively proved that even 
under adverse weather conditions, the 
yield can be substantially raised by any¬ 
thing between 50 and 125 per oent in 


the irrigated areas and by 50 to 80 per 
cent in the unirrigated areas if farmers 
practise improved methods of cultiva¬ 
tion. 

The development of a new variety of 
cotton — Hybrid-4 — holds out the 
hope of a “white revolution” in the not- 
distant iuturc. Hybrid-4 is credited with 
a recxwd yield of 87 quintals of ‘kapas’ 
per hectare in Bcllary district. The aver¬ 
age yield from this strain is placed at 
35 to 40 quintals per hectare, as against 
9.25 quintals from other varieties. The 
main limiting factor in extending the 
cultivation of Hybrid-4 is the availabili¬ 
ty of seed. The seed production is now 
mainly confined to Gujarat, but a modest 
beginning has been made in Maharash¬ 
tra and Mysore also. It is proposed to 
cultivate about 100,000 acres with this 
variety in 1971-72. 

Market-wise, cotton prices have dis- 
Ijlayed a steadier tendency this week. 
Tiunover has been somewhat better. 
The Reserve Bank has postponed by 
one month the escalation of the mini¬ 
mum margin on bank advances to tho 
tiade against Indian cotton and ‘kapas’. 
The ininimmn margin was slated to rise 
iioni 60 per cent to 75 per cent with 
effect Ironi May 31. The rise will now 
take effect from June 30, covering 
cotton harvested or marketed between 
October 1970 and January 1971. 


Irregular, Steadier 

AFTER a further early rise, oilseeds 
and oil prices moved irregularly lower 
and closed almost lialfway between tho 
week’s high and low points. Early im¬ 
provement in castor and linseed futures 
was due both to short covering and re¬ 
placement buying. Higher levels, how¬ 
ever, attracted stale bull liquidation. 
I'’luctuatiuns were guided essentially by 
the changing moods ul a few big ope- 
tators. Spot prices moved in a narrow 
lange. Offerings were satisiactoiy but so 
was the offtake. 

The vanaspati industry has requested 
the Government to reduce vanaspati 
prices for the next fortnight — from May 
23 onwards — by Rs 227 a tonne in the 
southern zone, by Rs 140 in the north¬ 
ern and eastern zones and by Rs 80 in the 
western zone, in order to maintain natu¬ 
ral inter-zonal price differentials thereby 
eliminating unhealthy competition among 
factories located in different zones. The 
industry has also requested the auQiori- 
ties to make suitable adjustments in the 
percentage ase of soyabean oil. 

There has been a lull in export activity 


1021 


May 22, 1071 


ECONOMIC AND POLITICAL WEEKLY 


in uili-akes. According to imiuiries with 
informed sourc<‘s, the Kinance Ministiy 
has again turned down the trade's plea, 
which had the support ot the Minisfiy 
ol Foreign Trade, toi relief in r'.vpoil 


duty on groundnut extractions. Nor is 
tile Fiiianee Ministry inclined to allow 
espoit assistance to make good the pie- 
vailing disparity between domestic and 
ovei seas prices. 


COMPANIES 

By Turnkey Jobs and Exports 

Hansavivek 


KA,\IA\I ENGINEF.HING\ c.\ports ag- 
giegaled Hs 818 lakhs in lt)69-70; in 
Uifi.’j-fif), tlie conipany’s exports were 
only Its If) lakhs. In recognition of its 
aehievi iiK-nt, the Engineering Export 
rioniolion Council awarded the com- 
ji.iiis ,1 ei'ilifieate lor outstanding export 
peiioiinanee. FICCI honoured it sinii- 
laiK 'Ihe company has maintained its 
had III the expoit ol transmission line 
towels and oveiseas turnkey projects. One 
sneli pio)i’ct, ol alaiut 5(K) kni of 220 
kV' tiansinission line in the Middle East, 
has been awariU’il to it recently despite 
keen competition Irotil the West, tw'o 
more aie e.vpeeted from S E Asia and 
Noitli .‘\liica. Total value ol the.se older,s 
will be about lls 15 eiores. The com¬ 
pany has made .some pioneeiing, inno¬ 
vative ellorts to expand and diversily 
its activities. It has developed certain 
stinetinal items lerjniied in aviation and 
leitain specialised items needed for ru- 
i.il eleetiilication. The project for set¬ 
ting np a lolling mill is making progress, 
, 111(1 IS expected to be commissioned be- 
loie the end ol the year. This would 
enh.ince KECs capacity to take up lar- 
gei expoit conuniUlHXits. 

IJniing 1969-70, the company mam- 
t.lined piodnction ol towers and othei 
stiiutines, despite acute shortage ol 
stis l ,nid holts and nuts. Construction 
ol the li\ dio-power station at Ukai w.is 
iiiiih'itaken .is a turnkey job — involving 
deep lock excavation, heavy civil engin- 
eeiiiig woik, mechanical election, and 
(oinniissioning ol eijuipment including 
tnihnies and geneiatois. The raibvay 
electiilii.itioii woik on the Haioda-Ahme- 
dabad seelion is in its final phase. I’lo- 
diiction ol load lolleis was 59 units 
against 22 in the pievious xear. Com¬ 
menting on the cnrienl xeai's prospects, 
r 11 Kumaiii, ehairinan. says that “we, 
aie lietter placed to meet the challenges 
111 the liitiire and our outlook for the 
days ahead is oik" of sturdy opti- 
inisiii". 

KILLU'.K MIXON's production of steel 


liles w.is lowei than in the lirx’vious 
year. With a substantial increase in ex- 
poits at low'd prices, however, stocks 
were lednced to release xvoiking linanee 
I’rodiietion costs were bioiigbt down by 
reoiganising the factory and icducing 
the woik lone. Since the end of the 
year, doinestie selling prices have bi-Vn 
enh.uiced to improve the viability of 
the unit. The engineering and Eleo 
winks had plents ot biusiness, but tiad- 
ing conditions became diilieult owing to 
a shortage ol special steels, .shortage of 
sophisticated eoinpoiienls, and high jui¬ 
ces ol law niateiials. The steel sales 
division negotiated the hugest single 
order with S'lCh lor tool and alloy steel 
valued at about Us 1.75 cioies. The 
comjianv h.is been appoinled consultaiit 
by STC lor the sale ot this material to 
consnineis ihioiighimt the eouiitiy. The 
jirincijials, I II (1 Holland, have agrel^d 
to e.xtend the company’s agency to 
cover the whole ol India and for all 
their jirodiicts Sales ol aiieialt sjjaies 
could not be maintained since (Joveiii- 
inent granted imjsoit licences to actu.d 
nseis. The agency depaitmi'iit .shmved 
a si'/e.ible giowth ol tuinovei, jiarticu- 
larly in jriessiire cookcis. Fuither, Kil- 
hek-branded jirodncts ineinding electnc 
timsteis were intiodueed. More new 
inoducls III the domestic appliances 
field aie to be intiodueed shortly. Per- 
lonnanee ot the sliiiijring, clearing, and 
lorw.iiding depaitments was satisfactory, 
and it is likely to be betteied this year 
becan.se ot the increase hi fieight rate 
111 the India/UK seiviccs. Expoits show¬ 
ed Inrthei lise with incieased business 
III steel files and precious and semi-pre- 
cions stones. \inong the subsidiaries, 
Killiek Caribonium cleaied all arrears of 
prcleience ilividends, and paid a modest 
dividend on erjuity, Killick Slotted 
■Angles wijx-d off accumulated losses; 
but Killick .Akiekar suffered a setback. 
.Snovseem India registered further in- 
ci cases in production, market share, 
and profitability. 


EMPIRE DYEING AND MANUFAC¬ 
TURING has finalised a scheme for 
amalgamating Carlick and Company, 
makers of cranes, drilling machines, 
hoists, stone crushers, road rollers, arbor 
pi esses, sugar processing equipment, 
and paper and puljr machine. Carlick 
has a lactory on u 34-ucrc site at Amber- 
nath near Bombay, and another on a 14- 
acre plot at Madras. At Jacob Circle in 
Bombay, where the original factory was 
located, now only a foundry and offices 
exist. This last site has to be vacated, 
as it t.ills within the ‘green belt’; the 
company will demand fair compensation 
lor surrender. In 1970, Garlick’s tum- 
ovei was Hs 2.35 crores and gross jirofit 
about Rs 15 lakhs, f'rice consideration 
foi the take-over has been fixed at 1.10 
lakh lully-paid equity shares of Rs 15 
each in Enijurc Dyeing. Various legal 
jnocedures will have to be gone through 
beloie the amalgamation is complete. 
The company has also obtained an in- 
(lustiial licence to exjiand production of 
its Vitrnm glass division by 12,000 ton¬ 
nes ol glass hollow-ware per annum. 
ImiHiit licences worth over Rs 40 lakhs 
have been obtained tor import of es- 
.sential jilant Irom the US for the ex- 
jiansion. Total capital cost ot the pro¬ 
ject is estimated at around Rs 1.65 cro- 
les. The management exjieets the ex- 
jlanded capacity to start producing by 
December next year. Meanwhile, nogo- 
tiations are going on lor purchase of 
an additional .‘10,000 sij metres of land 
adjoiuiug the glass unit. As much as 
possible ol the exjiunsion is to be financ¬ 
ed by internal resouiees. Last year, the 
comjiany i.iised about Rs 24 lakhs of 
additional finance through a ‘rights’ is¬ 
sue which was oversubscribed. It is now 
piojio.sed to meet the additional capital 
e.xjienditure by issue of (a) ‘rights’ equi¬ 
ty sluues, ol the aggregate value.of Rs 
40 lakhs inclusive ot premium, if any, 
on such shaies, (b) .'30,000 cumulative 
pieleience shares of Rs 100 each and 
(e) probable issue ot debentures of the 
total lace value ol Rs 1.60 crores. ’This 
would also help Uie company to achieve 
a more tavouiable debt : equity ratio. 
'I'he company's proposal to issue bonus 
shares on a oiie-ior-one basis was turned 
dow'n by the Controller of Capital Issues 
by the terms of the revised guidelines 
tor bonus issues which prohibit more 
than two bonus issues within five years. 

aWADESHI POLYTEX, promoted by 
Swadeshi Cotton Mills of Kanpur, is 
making a public issue of Rs 275 lakhs, 
comprising 16.5 lakh equity shares of 
Rs 10 each and 1.10 lakh 9.5 per cent 
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redeemable cumulative preference shares 
of Rs 100 each, for its Rs 12.75-crore 
project for production of 6,100 tonnes 
of polyester fibre per annum at Ghazia- 
bad near Delhi. The public issue has 
been underwritten by IDBI, LIC, ICICI, 
UPSIC, IFCI, UTI, National and Grind- 
lay, insurance companies, and brokers. 
The rupee loans will l>c obtained from 
IDBI, IFCI and I,IC, and the foreign 
exchange loans from IFCI and ICICI. 
The promoters, directors, nominees, and 
associates, have been allotted 16.50 lakh 
etjuity shales of Rs 10 each. The com¬ 
pany’s technical collaliorators are Vick- 
c-rs-Ziinmer AG of West Germany who 
have designed, labiicated, and erected 
synthetic fibre, plants tor various manu- 
tacturers in the wcrrld — including Mon¬ 
santo, Allied Chemicals and Dow Badis- 
che in the US, and Carware and Nirlon 
in India. The plant is expected to be 
completed by the end of 1972, and csim- 
mercial production will begin in early 
197.3. The diri'clors I'xirect that the 
company should 1 k’ able to pay a maiden 
eipiity dividend of “not less than 10 pei 


cent for die financial year commencing 
October 1, 1974, and increase it subse¬ 
quently. The subscription list will open 
on May 2,5 and close on May 31 or ear¬ 
lier, but not befoie May 27. Applica¬ 
tions must be tor a minimum of 30 
shales or multiples thereof in the case 
of ecjuitv shares, .nid for 5 .shares 
or multiples thereof in the case of 
preference shares. A sum of Rs 2.50 per 
equity shaie and Rs 25 per preference 
•share is payable on .application, and a 
similar ainonni on allotment. The ba¬ 
lance will be payable in t\so calls on 
oi aftei October 1 

CF.AT 7 y/?E.S OF JNDlA's ch.aimian, 
!' A Narielwala, ex]wcts that the Gov¬ 
ernment would permit e.xisting tyre com¬ 
panies to exiiand production capacities 
to avoiil t>re shortags-s. A number of 
‘letters of intent' have been issued foi 
establishing new automotive tyr<! facto- 
nes in the counlrv. While it is not yet 
known bow main of these would be 
converted into industrial licences, de¬ 
mand will 111 tile meaiifime outstiip tie- 
incieased imidnetioii .inticip.ated from 


existing units. The company is at pre¬ 
sent busy raising capacity to 6.5 lakh 
tyies and tubes per annum, and expects 
to commission the increased licensed ca¬ 
pacity from 1972. He advocates timely 
imports of natural rubber and Increase 
in the cord conversion capacity o( in¬ 
dustrial yam manufacturers in view of 
the anticipated increases in tyre produc¬ 
tion. lie also suggests that Government 
should decidi’ soon to produce nylon 
tvie cord on a commercial scale, even 
it by impoitiiig caprolactum initially, to 
meet users’ prefeience foi nylon tyres 
III the export markets as w'cll as in the 
couiitiy. Narielwala complains that, the 
loinpany’s ti-clniical service agreement 
with Ce.il International which expired in 
1968 has not been lenewed so far for 
want ol Government’s approval, although 
th*' collaborators coiitiinic to render 
technical help aiul keep the cximpany in- 
loniied on the latest developments in 
rubber technology. He contends that 
the company’s products enjoy high re- 
piilatioii for their quality because of the 
technical assistance extended by the ail- 
lal loiatois. 


The Week’s Companies lakhs) 



Kamaiii 

Eiigiiicci ing 

Kill 

ick Ni.xon 

Empire Dyeing 


Latest Yc.ii 

L.i.sl 3'car 

Latest Vi 

-ar La.st Year 

Latest Year 

Last Year 


30-9-70 

.30-9-69 

.30-11-70 

.30-11-69 

31-12-70 

31-12-69 

Paid-up capital 

112 

112 

125 

125 

51 

27 

Reserves 

78 

.59 

86 

85 

81 

53 

Borrowings 

122.3 

587 

286 

282 

15-1 

206 

of which Term borrowings 

.3.5 

■17 

46 

5.3 

— 

— 

Gross fixed assets 

305 

278 

145 

142 

254 

200 

Net fixed assets 

228 

215 

67 

75 

147 

118 

Investments 

o 

2 

256 

225 

— 

— 

Current liabilities 

409 

356 

187 

153 

161 

134 

Current assets 

1.570 

874 

.360 

.345 

299 

303 

Stodcs 

419 

100 

1.32 

123 

46 

52 

Book debts 

1121 

456 

220 

214 

240 

234 

Net kales 

1423 

749 

463 

193 

425 

359 

Other income 

290 

6.1 

110 

84 

207 

166 

Raw material costs 

10.50 

371 

.54 

27 

219 

189 

Wages 

223 

203 

119 

.56 

142 

117 

Interest 

67 

41 

28 

21 

16 

15 

Gross profit(+)/loss(—) 

41 

- 11 

28 

23 

92 

62 

Depreciation provision 

15 

11 

7 

7 

24 

20 

Tax provi.sion 

— 

— 

9 

5 

36 


Not proflt{-b)/loss(—) 

25 

—24* 

12 

11 

32 

17 

Development rebate provision 

— 

— 

— 

— 

8 

3 

Transfer to reserves 

Dividend 

15 

6 



18 

9 

Amount 

P 2 

E 7 

P 2 

E 4 

12 

12 

6 

5 

Rate (per cent) 

1'7&9.5 

E 9 

P7fx9.5 

E 6 

10 

10 

20 

20 

Cover (times) 

.3.28 


1.00 

0.01 

4.00 

2.80 

Ratios (per cent) 

Gross proflt/seles 

2.88 


6.05 

11.91 

21.64 

17.27 

Net profit/capitftl employed 
Inventories/sales 

1.77 

29.44 

53.14 

2.41 

28.51 

2.23 

63.73 

11.18 

10.82 

5.94 

14.48 

Wages/nles 

15.67 

27.10 

25.70 

29.01 

.33.41 

32.59 


Loss is adjusted against excess depreciation amounting to Rs 37 lakhs in respect of previous years written back. 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

The Joys of 

WHILE C .Siibramaiiiam, as the new 
I'lanniiig Minister, has started off with 
a spate of statements and remarks about 
revisinK and lesliapiiig tlie Fourth Plan 
to ismtomi more closely to the election 
manifesto of the ruling party, the vari¬ 
ous (Central ministiies do not appear to 
have taken note of his presence in the 
Ciovemment as the boss for planning 
and supervision of plan implementation. 
They appear to be proceeding on the 
assumption that the shackles, if they 
inav be so described, and the commit- 
inents that the existence of a plan im- 
1)1 y, need not bother them and their 
work any longer. 

As things stand, .Subrumaniam finds 
himself in a rather difficidt po.s'ition. The 
I’lanniiig Coniinission will take another 
week or two to bi‘ constituted. He has 
to undo the situation cieatcd by the Pre¬ 
sidential Order on the setting up of the 
I’huining Ministry, drawn up by the Ca¬ 
binet Secretariat, which had actually 
wiitteu off the Planning Commission. 
Admittedly, the planners and the annual 
lil.in can have little iufiuenee on the 
builget for 1971-72 to be presented in 
the last week of this month. Whatever 
exercises in revising and reshaping the 
iMmrth Plan the Planning Minister may 
have in mind can be carried out only 
later, if at all. 

AiINOHMAI. StTUAllON 

Meanwhile, everyone who attended 
the press conference hastily organised by 
Subiauiaiiiuni inuuediately after his re- 
tniii Ironi abroad was struck by the ab¬ 
sence of precise and positive ideas alioul 
what is intended to be done. Vague ob- 
scivations about a new approach or 
about iiitioduciug a rolling iilan or 
in.ikiiig the plan peiiod ela.stic left no 
one any the wiser. Evidently, on this 
occasion .Siibraiuaniain had not done the 
iniiiinniin amount of home w'ork necc-.s- 
saiy. which was rather uncharacteristic 
for him. His ieni.uk that he proposed to 
change thi- style ol woiking of the 
Phuming Commission so that no Mem¬ 
ber of the Commission held a portlolio 
and the Commission functioned as a 
body was widely noted. Ilowevei, 
under questioning he conceded that in¬ 
dividual Memliers may be experts in 
particular fields and may be called upon 
to give special attention to those fields. 
Hut was he not aware that this was the 


Planlessness 

position in the past also and that the 
Commission, in making its recommenda¬ 
tions to the Government or in arriving 
at a judgment, always functioned as a 
body? 

Till the Planning Commission is fin¬ 
ally constituted, an abnormal situation 
must prevail in Yojana Bhavan. This 
situation lias existed for several weeks 
now and it certainly tells on morale. On 
top of this has come the team of man¬ 
agement consultants set up at the in¬ 
stance of the new Planning Minister. 
The four-man team headed by P L Tan- 
don has lieen engaged to look into the 
internal organisation of the Commission 
and to recommend modern methods of 
management which might be introduced 
into its functioning. The tremendous 
influence that management experts ex¬ 
orcise on C Suhramariiam is common 
knowledge. At one .stage he is known 
to have draw'n up a whole scheme for 
levitalising the Congn^ss paity organisa¬ 
tion on business lines, relying for the pur- 
po.se upon management expertise drawn 
from business houses 1 It is no surprise, 
thcicforc, that he should experiment on 
those lines with Yojana Bhavan now 
placed under his charge. But this has 
certainly caused misgivings in different 
quarters about the future of the plan¬ 
ning set-up, specially after the manner 
in which the pievioiis Commission was 
bundled out and the Planning Ministry 
under C Subrainanium created. 

The ti'am’s first exercises have only 
jirovoked .some laughter in Yojana Bha¬ 
van corridors. The major issue raised by 


the team with the senior ofiScers of the 
Commission and which left many of 
them completely perplexed was that of 
what should be the ‘culture’ of the 
Planning Commission. This was regard¬ 
ed as vital since, according to the mem¬ 
bers of the team, all institutions, and 
even countrie.s, have to have a culture. 
Planning Commission too must have its 
own ‘culture’, whatever that may meant 

■PnAGMAiic’ Idea-s 

As stated earlier, the Central minis¬ 
tries are suddenly feeling free with ini¬ 
tiative and deci.sion-making entirely in 
their hands and no obligation to any¬ 
thing like a Plan. The Steel Ministry 
has decided that licences should be is¬ 
sued to private parties to set up conti¬ 
nuous casting steel plants, besides spe¬ 
cial steel plants on electric furnace tech¬ 
nology. A less ‘committed’ Minister than 
Mohan Kumaramangalam who heads the 
Steel Ministry might have hesitated to 
do tins lest he be charged with under¬ 
mining the Industrial Policy Resolution 
which ri'serves sUx-l for the public sec¬ 
tor. The eeoiioiuic rationale of the de¬ 
cision has not been spelt out, but the 
suggestion that these new plants, which 
will he allowed to import equipment, 
will relieve the current shortage, of 
steel in the country is certainly far¬ 
fetched. After all, evi’Ti these six plants 
will take two to three years, probably 
more, to be erected and commissioned. 
The answer to the current shortage can 
only be better utilisation of existing ca¬ 
pacity, mainly in the public sector. Whal 
is being done in that direction remains 
as vague as ever. The construction of 
Bokaru too remains bedevilled with bot¬ 
tlenecks and delays. 

The other vital ministry, Petroleuili and 


SUBSCRIPTION RATES 



Inland 

Foreign 
(Surface Mail) 


Six months 

Rs 32 



One year 

Rs 60 

Rs 75, S 10.00, 

£ 4.25 

Two years 

Rs 110 

Rs 140, S 18.75, 

£ 7.75 

Three years 

Rs 160 

Rs 205, S 27.50, 

£ 11.50 


Foreign Air Mail Rates on Inquiry 


Concessional 

Rates for Students, Teachers and Researchers 

Six months 

Rs 13 

One year 

Rs 25 

Two years 

Rs 45 

Three years 

Rs 65 


Concessional Rates Are Not Applicable to Institutions 
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Chemicals, which is getting out of tbe 
confusion created when the Council of 
Ministers was first constituted after the 
inid-terra elections, with a new Minister 
of State being given independent char¬ 
ge, appears to be toying with the same 
kind of ‘pragmatic' ideas as the Steel 
Ministry. Confounded by the sharp in¬ 
crease In the price of imported crude 
right in the midst of its strenuous exer¬ 
cises to secure marginal reductions in 
tliese prices, it now says that it has 
woken up to the need to quickly step 
up the pace of exploration and produc¬ 
tion of crude oil within the country. 
This effort is, however, conceived in 
characteristically bureaucratic style. The 
chii'f agency responsible for exploration 
and production of crude, ONGC is being 
kept without its chief executive for the 
last several months while manoeuvres 
are going on to find a suitable civil ser¬ 
vice officer acceptable to the present 
bosses in the Ministry. The former 
cimirnian, an ICS officer himself, was 
able to stand his ground in his dealings 
with hi.s counterparts in the Ministry 
and was cased out after some inconve¬ 
nient friction. Since then there has 
been much talk of a ‘new’ exploration 
policy being given final .shape by the 
Ministry for the ONGC. 

HliADINC FOB LaBCE ImPOR'IS 

The so-called new policy does not ap¬ 
pear to have anything very much new 
about it except some words and expres¬ 
sions like ‘flexibility’ and ‘pragmatism’ 
which get currency in such situations. 
The idea behind it all apiiears to be to 
revive proposals which will carry an 
element of foreign participation, parti¬ 
cularly from Western quarters, while the 
Russians remain fully entrenched in the 
ONGC. This has to be done because 
the Ministry at one time took a great 
deal of credit for putting its foot down 
on foreign collaboration proposals even 
if this meant delaying the exploration 
programme in this important field. It is 
now suggested that the recent crude 
price hike in the international markets 
bus added a new urgency to producing 
more crude within the country. Since 
the latest method and techniques would 
have to be applied to get speedy re¬ 
sults, foreign participation might have to 
be considered. 

However, as in all other sectors, in 
petroleum too the present picture is one 
of large shortfalls and lags all round. 
Refinery capacity which had appeared 
to be quite comfortable so far is likely 
to liecome over-stretched very soon. The 
projects in view are all getting delayed. 
Koyali is plagued by short supply of 


crude and Haldia is running behind 
schedule by more than a year. The pipe¬ 
line from Haldia to Barauni, which 
may provide crude lor better utilisation 
of the Barauni refinery, is also behind 
schedule. The pioj<-cted refinery in the 
north-west is still at the stage of con¬ 
ception. There is thus every reason to 
fear that after attaining near .self-suffi¬ 
ciency in petroleum products, the coun¬ 
try might once again slip into shortages 
and dependence on large imports, as has 
happened in the case of steel. 

The position with regard to produc¬ 
tion of crude is cause for even greater 
worry, 'rheie has actually been an ab- 
.solute decline in iiroduction. The pro- 

MADHYA PRADESH 


THE regional and political balance in 
Madhy.i I'rade.sli, tlu' largest of the Sta¬ 
tes, has bei’ii baldly disturbed by the 
inid-tcrin Lok Sabha poll. The relative 
strength of the two main pailics, Con- 
grcss(K) and Jan Sangh, measured in 
terms of scats won and votes polled, 
has not changed significantly since the 
last gcncial elections in 1967. The two 
paitics have also retained their supio- 
macy in tlicii rc.spectivc traditional 
.strongholds — Congrcss(R) in Mahako- 
shal and Jan Sangh in Madhya Bharat. 

(iongrcss(R) won 21 seats this time 
against 24 won by the undivided jiarty 
in 1967. while fan Sangh marginally im¬ 
proved its position fiom 10 to 11. In 
terms of popnlai votes, both parties im- 
Iiroved over their last performance by 
almost the same margin, viz, around H 
per cent points. Ihe Congress vole im¬ 
proved 1 1 oil! .'36 67 lakhs (40.60 per cent) 
to 40.20 lakhs (45.58 per cent) while, 
that of Ian Sangh went up from 28.69 
lakhs (28.28 ]>('r cent) to 29.04 lakhs 
(33.57 iicr cent). 

While the liakaiee ol political forces 
in the Stall- has thus not been much up¬ 
set, theii pol.nisalion has liecoine 
sliaipei — evidently at the cost of ibe 
Miialler parties. CongressfO), PSl’, Cl’I, 
CPM, Swalaiiti.i and HPI failed to se¬ 
cure a single scat. In terms of votes 
polled too, the iicrfonnaiice of these 
parties has been pool'. Congress(O) got 
just 2 lakh votes (2.27 per cent). PSP’s 
share dcclincti tiom 4.64 lakh votes 
(5.02 pel cent) in 1967 to 1.07 lakhs 
(1.22 per cent) in 1971. SSP suffered a 
decline from 3.38 lakh votes (3.65 per 


diictioii potential built up by the ONGC 
is claimed to be 4 inn tonnes per annum 
which could be inci eased to 5 iiln tonnes 
per annum by 1973-74. But the actual 
pioductioii during the cuiicnt year might 
not be more than 3.7 mu tonnes. It 
stood at 3.68 nm tonnes in 1969-70 and 
came dow'ii to 3.64 nm tonnes the next 
year. Among the reasons given for tliis 
is that the Budrasagar field in Assam 
lets had to slop production owing to 
despatch ililfk-iiltics. In the Gujarat 
fields, the effects ot dephkion of reserves 
imdcr csiiloit.ition have begun to show. 
Meanwhile, llie costs ol exxiloration are 
going up because more difficult areas 
have to lie tapped. 


(■cut) to 1.39 lakh votes (1.57 per cent), 
Cl’I from 1.31 lakhs (1.4 per cent) to 
88,411 (1 ]icr cent) and Swatantra from 
2.54 lakhs (2.7 per ei-nt) to 8,242 (0.09 
liei cent). 

The extent ol polarisation is obvious 
liom the l.ict that in mo.st of the consti¬ 
tuencies, the contest was straight or 
iieaily stiaiglil. Tliere were cither only 
luo candidates or the other candidates 
wen: so ineonseqiieiilial that they lost 
their seeiiiity deposits. Theie arc only 
two eoieliliieiieies, Balagliat and Tikam- 
garli, when- the thud euiidiilatcs were 
able to save tbcii deposits. 

.SlTSAlIV pAlUEllN 

The regional bieak-iip ol the election 
lesiills liiitlicr eoiifiiiiis the steady pat- 
leiii ol Ml’ polities. The. thiec impor¬ 
tant regions ol the State — Mahiikoshal, 
Madhya Bhaiat and V'nidya Pradesh — 
have beeonie even moie closely identi- 
lii d vitli (ioiigicss(B), Jan Sangh and 
the Maliaiaja ol Hewa, lespectivcly. In 
Mahakostial, Cong:ess(R) swexJt the polls 
and won all but the Bastar scat which 
was won b> an iiidependeut supported 
by Coiigiess(R). Jan Sangh and a Jan 
Sangh-siilipoi t-d SSP candidate won all 
the .scats but one in Madhya Bhai.it 
while all the seals i-xccpt one hi Viii- 
dli>a Piadesh were won by candidates 
supported liy the Maharaja of Rewa. 

The following of the Jan Sangh is 
particularly steady m all the regions. In 
Madhya Bhaint its iroiiular vote was 
16.79 lakhs against 16.46 lakhs in 1967 
(both figures include the votes of Rajma- 
ta Vijayauije Scindia who changed parly 
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lubols). In Muliakushal the votes of the 
party in the two elections were 11.99 
lakhs in 1967 and 10.31 lakhs in 1971. 
The ilifference between the two figures 
is almost exactly accounted for by the 
votes polled by the party in the two 
additional seats it had contested in 
1967. Again, in Vindhya Pradesh the 
party polled 2.37 lakh and 2.15 lakh 
votes hi 1907 and 1971, respectively. 

.S< iiKiii'i lai Css IKS and Tiiuje.s 

There is a high jiropoition of schedul¬ 
ed tiibes (20.0 per cent) and scheduled 
ca.stes (1.3.1 tx'i cent) in the population 
III the .State. Out of the 37 parliamen¬ 
tary constituencies, 1-3 are reserved for 
them. Though Congies.s{B) has an edge 
over Jan Sangh in the iiumbci of seats 
won and votes polled in the reserved 
aieas, it has not improved its perfoiin- 
ance over 1967. Its tally of reserved 
seats at 7 remains the same as also its 
share of votes in llr se eonslituencics 
which is 11,.31 lakhs this tone against 
11.79 lakhs in 1967. |an Sangh’s popu 
lar vote in tli<' leservcd constituencies 
has declined slightly, from 8.57 lakhs in 
1967 to 7.'12 lakhs, hut this is accounted 
lor by the fact that it conte.sted 10 re- 
•seived .seats against 12 in 1967. It lost 
two seats out of the lour it held last 
time hut gained one Significantly, 
again, tlu’ two seats it lost were in Ma- 
hakoshal while all the three seats it won 
this time, including the one gained from 
Congress(R), was in Madhya Bharat. 
The alignments ol ie.serv<-d c-onstituen- 
cies with the parties are thus not much 
different fiom those of the regions of 
which they lorm a pait. The only ex¬ 
ception is the Tikamgaih reserved con¬ 
stituency in Vnulhya Pradesh which 
Congiess(ll) ss.is able to letain against 
the Muharu).! of llewa-Jau Sangh coni- 
hination. 

liiteiestiiigU. the difference between 
the. Congre.ss(B) and the Ian Sangh 
share ol votes in the scheduled caste 
constituencies is almost the same as that 
III the total votes loi the State as a 
whoh-. Congiess(ll) got 51.64 per cent 
ol the votes ill the scheduled caste con¬ 
stituencies against its share of 45.68 per 
I'T'iit in all the constituencies whereas 
|an .S.ingh’s shaie in the leservcd seats 
was .38 86 pci cnit again.st .33.57 per 
cent in the tot.il In scheduled tribes 
constituencies, luiwevei. both the iiarties 
laied wor.se than their average overall 
pciloriiiance. Thus while Congiess(H)'.s 
shaie of the voles in thesi- constituencies 
ilropped to 37.44 per cent, that of Jan 
Sangh declined to 28.75 per cent. The 
difference In'tween the Coiigress(R) vote 
III the trih.il coii'Situeiicies and its over¬ 


all avi'rage is sharper than in the case of 
the Jan Sangh (8.14 per cent ixiints 
against 4.82 per cent points). There is 
no evidence to suggest that cither sche¬ 
duled castes or scheduled tribes have 
overwhelmingly voted for any particu¬ 
lar party. Begional loyalties have divid¬ 
ed casti-s aiifl tubes, though a portion 
of the latter has also shown a little au¬ 
tonomy by not voting for the parties 
identified with <’ach region. 

The spiawliiig state of Madhya Pra¬ 
desh, extending over an aiea of over 4 
lakh s(|iiaie kilometres with a low po¬ 
pulation density ol 73 poisons per srjuaie 
kilometre, has so far not been able to 
develop a personality ol its own. Com¬ 
posed of diverse and heterogeneous areas, 
the .Stale is siinoitnded by aiul exposed 
to the influence of seven othi’r States. 
The geographical situation of the State 
and the diflereiit historical backgrounds 
ol its legions cootimie to prevent ihe 
giowth of a eompositi’ and homogeneous 
eiilily. Meanwhile, the three regions, in 
seau'h ol their res)>ective identities, i.il- 
lied around tliiee diffeumt political foci. 

llt'ClON.VI, Du'kf.henc es 

Mahakoshal is the biggest legion — 
moie than half ol the Stale in popula¬ 
tion and area. Though econoiiiic.dly 
backward, it is Ihe politically dominant 
region on the strength ol its imiiieiicnl 
siiperiorilv. And CoiigiessfR) has be¬ 
come the iiistiiiinent foi iiiaint.uning this 
political supieniacy. Also, .is an erst¬ 
while cr-nlial pioviiicc directly under the 
British adinimsliation, il was a vit<a] cen¬ 
tre of Coiigiess activity for decades, 
even befoix’ liidepriideine. The post- 
liidepcndciitx* party thus inherited a 
trained cadre ol parts woikers in the le¬ 
gion. The Congress siipiiort in the le¬ 
gion IS almost steady. Its popular vote 
III the mid term poll is 22.89 lakhs 
against 21.65 lakhs in 1967. The diffe- 
icnce i.s paitly accounted for by the 
votes iiolled bs the Coiigiess(R)-supiioit- 
ed independent candidate in Bastar 
which the p.nty bad contested in 1967 
on its own. 

However, tlw large tiibal population 
of the region iloes not .senn to have been 
fully integrated with the rest of the po¬ 
pulation. Then disrontent is reflected 
in the tact lliat while th.' Congrcss(R) 
candidate's have been relumed in all 
constituencies of the legion but one, it 
IS in the tiibal con.stitiiencies that it 
laced the stillest lesistaiice. The lone 
seat it tlid not contest was that of Bas¬ 
tar, reserved lor scheduled tribes. Out 
ol the seven reserved seats, the contest 
was close in four, i e. the inarghi of vic¬ 
tory was less than 24,000 votes. In 


three constituencies it was less than 
9,000. In all other constituencies fn the 
region, reserved or unreserved, the mar¬ 
gin of Congrcss(R) victory was above 
25,000 votes. 

Protest against Domination 

Madhya Bharat, which is economically 
and industrially the must advanced re¬ 
gion of the .State, expresses its protest 
against Mahakushal-ha.sed political do- 
nimalion of Coiigress(R) through the in¬ 
strument ol Jan .Sangh. Moreover, as a 
region of piincely States, it had no firm 
tiadition ol pre-Iiidepeiidetiee Congress 
or I'laja Suliha activities. On the con- 
liary, Hindu Mahasabha and later Ram 
Raj>u I’arishad had been fairly active 
III the legion. The presence in the Jan 
Sangh tamp of Kajmata Vijayaraje 
Scindia of fivi'alior, as the tallest figure 
of the r gioTi, fiiithei makes it a focal 
point ol legioiial protest. Ilowevei, 
tlicie aie wheels within wheels in this 
legioii also. Iiidoie, foi instance, is yet 
not fully integiated with the region due 
to IIk' traditionally fierce rivalry between 
Sciiidias ol Gwalior and Holkars of In¬ 
dore, which w'as reflected in the contro¬ 
versy over the location of the capital 
when the Madhya Bharat Union came 
into I'xisterice in 1948. The non-eon- 
loniiisl voting hehavioui of Indore, le- 
siilted in the sole victory for Congrcs,s(H) 
ill the legion. Interestingly, out of the 
three elosely eoiitested seats in the le¬ 
gion, where the margin of Jail Sangh 
vietory was less than 9,000, one i.s re- 
seived foi scheduled castes and another 
lor scheduled tubes, Tlu- two conslitu- 
eneies along with Indore, constitute an 
area that is out of tune with the regional 
identity of Madhya Bharat. 

The Congress suffered the most cons¬ 
picuous decline in Vindhya Pradesh. It 
lost lour out ol the five Lok Sabh,a .seals 
the undivided parly had won in the le¬ 
gion in 1967. Its popular vote fell from 
6.33 lukhs in 1967 to 3.9{) lakhs in 
1971. A material change in the situation 
is, of exmrse, the change in the attitude 
ol the Mahaiaja of Hewa, wlio had sup¬ 
ported Congress(H) in 1967 and opposed 
it this time. The erstwhile State ot 
Rewa is the most important state of the 
region wliich itself is- a product of the 
union of Biindelkhand and Bughelkhand 
aieas. Vindhsa I’ladesh is the smallest 
and the most undeveloped part of the 
State on its north and north-we.st end. 
Except in the fortuitous circumstances 
when G N Singh became Chief Minister 
of the State, it has had little chance of 
ass’erting its lights and personality 
against the other numerically far bigger 
regions. But the brief spell of Singh’s 
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liM' to power must have whetted the as¬ 
pirations of the rejjion, followed by In¬ 
evitable disillusionment. It was this po¬ 
litical atmosphere which the disgruntled 
rulers were able to <‘xploit. However, 
old dynastic rivalries between the former 
States that comprise the region stand in 
the way of complete consolidation of an 
integrated regional personality, under 
Ilewa's leadership. Thus while Con- 
gre.ss(n) vote has sharply declined as 
compared to 1967 in four constituencies 
of the region, in the scheduled caste 
constituency of Tikanigarh it has risen. 
As scheduled cast<-s have shown no spe¬ 
cial preference for Congress(R) in the 
icst of the State, the Congrcss(R) victory 
111 this constituency might not he entire¬ 
ly due to the prcfeience for it by the 
.scheduled castes. Local lactors — anti- 
Hewa sentiment, for instance — might 
also have influeni'cd scheduled castes 
and caste Hindus alike in the constitu¬ 
ency. 

The revolt of the resourceful princes 
and the active campaign by the trained 
cadre.s of Jan Sangh have certainly help¬ 
ed to sustain the stmigth of the oppo¬ 
sition at the hustings. But it is not 
without signifit:ance that all the princes 
and Jan Sangh candidates were routed 
in the dominant region of Mahakoshal 
That their succ«ss was confined to the 
have-not regions of Madhya Bharat and 
Vindhya Pradesh indicates that regional 
factors outweighed power of organisa¬ 
tion and resources. 

COLOMBO 


FOR twents' years Ceylon has exempli¬ 
fied an unusually stable democratic 
government. Now. suddenly it is in the 
midst of violent revolution. The ballot 
has given way to the, homh. And genteel 
parliamentary debates have, yielded to 
bloody jungle warfare. However prema¬ 
ture it may lie to make final assessments 
alMiut its nature and impact, this dra¬ 
matic change clearly demands some 
immediate comment. 

Despite sweeping election promi.ses 
of radical social and economic reform, 
the United Front Government of Siri- 
mavo Bandaranaike has had few, if any, 
concrete accomplishments to show for 
its year in power. The economy has sunk 
to new depths of stagnation, wliile 
prices have reached new heights of in¬ 
flation. Vital foodstuffs have been in 
continuously short supply. A small upper 


Again, caste, class and ideology must 
al.so have plu)ed then part. Thus Mus¬ 
lims in Rhopal atui elsewhere, trade 
unions in eonstitiicncics like Indore, 
“lice kings" in (^hhatisgaih and "bidi 
kings" in Jalial])m, Brahmin-dominat¬ 
ed ca.ste coalitions in Mahakoshal, Jain- 
Bania commercial iiilere.sts in Madhya 
Bharat and anti-B.ijpul line-up in Tikain- 
garh arc some ot tlie factors that aie 
likely to have iiilliiciiccd the behaviour 
ot votcis to some extent. But some of 
these fuctois have helped to further sti¬ 
mulate the doinhi.ant urge of the voteis 
to establish an identity of their re.spect- 
ive regions and thus are merely an 
explanation of the phenomenon we have 
discussed above. These factors are also 
jianlv .in outcome of the regional align¬ 
ment ol ioiees. Ill any case, no signifi¬ 
cant new clue is oileied hy them in un¬ 
derstanding the Iiroad po.st-election pat¬ 
tern ol MP politics. Even the voting be¬ 
haviour Ilf siih-regioiis and tribal groups 
can he hettei e.splaiiied in terms of their 
inahuhnstinent w ilh the regions of which 
they foiini'd pint than hy any other fac¬ 
tor. Regionalism and tribalism do, how¬ 
ever, get rationalised in ideological and 
jHilitical diveigeiice. 

As long as the present structure of 
MP lasts, this divergence between its 
principal regions is likely to persist. In 
the Assembly eleelions, it should become 
even shariier. as local issues would come 
more to the fore then. 


middle class elite has lived in luxurious 
i.solalioii. while the majority of the popu¬ 
lation has continued to face the chronic 
plagues ot iinemiiloyment and peasant 
landlessness. Ciitieal observers have 
long heialded a day of reckoning. It 
finally aiiived on April 5, with a massive 
attack hy the revolutionary Janatha 
N'iiiniktlii Peiamniia (People’s Liberation 
Front). 

VVilliin lioni's, JVP forces controlled 
the interior of the island from Anu- 
rudhapura in the north to Matara on 
the. soiitheni coast. Communications 
were cut. Food supplies dwindled in 
the capital lify of Colombo. The Gov- 
crniiient was stunned by the sudden 
victories of insurgent forces, although 
it hud h 'gun preparations for trouble 
following a bombing of the American 
Emliassy on March 4. Parliament con¬ 


vened on .April 6 and promptly adjourn¬ 
ed to places ot hiding. Tlie Prime Minis¬ 
ter herself fled to an undisclosed loca¬ 
tion and did not issue u statement lor 
three days. 

During the past three weeks, the 
22,000 peisoiniel of the Government 
forces have fought a bloody campaign 
to restore vital communications. Many 
rural areas, howsiver, remain under the 
control of revolutionary forces. 

The precise strength of the JVI’ forces 
is unknown, hut conservative estimates 
place it at 20,000 men. Young and edu¬ 
cated. the revolutionaries are drawn 
almost exclusively from the Sinhalese 
eoininunity which comprises 69 per cent 
ol the i.sluiid's population. A large per¬ 
centage tome from lower ca.ste rural 
hiickgroiiiids. Dis.sati.sfied with the lack 
ol oppoitunity opui to thixn in Ceylon’s 
higiily elitist soeiely, they scorn tlie 
socialist rhetoiie of the Rinidaranaike 
Govcrniiicnt. 

Tni.ompijkiI'; Manu'esixj 

Although they have yet to produce a 
compli'te iiianife.sto, the leaders of the 
JVP espoii.s<> the general philosophy and 
tactics of the Cuban revolutionary 
movement. While concentrating their 
energy in rural areas, they have avoided 
u serious attack on the capital. In keep¬ 
ing with the Cuban pattern, they will 
wait loi the Government to colIap.se 
bi'foi'e moving in for a final victory. 

Tile well-financed and surprisingly 
well-organi.s<‘d JVI’ has bewildered the 
Government with a series of co-ordinated 
attacks and .sophisticated diversions. 
IDisguised as iwlicemen and Buddhist 
monks, JVP forces h.ive commandeered 
trucks and buses and slipped through 
Goveriiincnt diagnets. 'Pheir arsenal of 
weapons ranges from crude hand-bombs 
and dynamite to late model automatic 
rifles. 

The Goveinment at first suggested 
that “iiiipeiialist’’ lorces were behind 
the JVP, hut it now suspects other *'evil 
minds", it has expelled the North Korean 
diplomats whom it had, ironically 
enough, invited to Colombo shortly 
after the May 1970 election. And there 
are persistent rumours that Chinese 
diplomats are under close surveillance. 

But whether or not it has received 
i'oicign assistance, the JVP has obviously 
won the support of a considerable seg¬ 
ment of the population. In a society 
wln're familial ties aie strong, children 
rarely act without at lea.st sutne tacit 
support from their parents. It is not 
merely coincidental that the Bandara- 
iiaikc strongholds of 1070 have become 
JVP strongholds in 1971. Peasants who 
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v<jtcr1 (or the. Kariclardriaike coalition arc 
tlisplcSM'd at till* lack of progress wliicli 
they have seen. Lanrllorils still ri’tain 
their vast holiling.s. The ehilclreii of the 
elite still olitairi prestigious Government 
employment. Isveii in niliaii areas such 
as Colonilx) one raieli lii'ars an outritrlit 
ilenimriation of the levointionary mo¬ 
vement. The ])opnlation is tired of Gov- 
eriiinental ineptitiidi' and clearly re.sents 
the hriilality \iliieli the armed .services 
have ns<(l to snjipies.s the terrorists. The 
mutilated bodies ivliich float quietly in 
(ieylon’s pietiiirs(|ni' wateiways do not 
Keiieiate miieh siqiport for a govem- 
ni'-nt which ilaiins to have the situation 
"well nndei control”. 

II ther<' is a criticism to be levelled 
at the IV'I', it lies in its conspicuous 
l.iihiie to orn.inise support among the 
'I ainil cotniiniiiitv. (The older group, 
the Geylon Tamils, together with the 
lelatively recent Indian Tamil imini- 
giants, comprise 22 jier cent of the 
Iiopniatioii.) T.nnil areas such as Jaffna 
and Trincomalee have i«*maincd quiet. 
Indei'd the Tamils seem to laijoy watch¬ 
ing the Sinhalese (with whom they have 
a history of conflict) kill each other off. 
It is dilliciilt to predict the precise effect 
that this will h.ive on the success ol 
the levointionary movement in Ceylon. 
Suffice it to sav that T.ainil quiescenee 
has help' ll thi* Governiiienl to a consi¬ 
derable degiee. 

ClJlIAN CuniiliNi' 

In many ways the political sc*enario 
ill Ceylon re.winhles that of Cuba in 
1958, edneafed levoliitionaries, capita¬ 
lising on t’casant diseoiiteiit and weak 
goverimieiit, ih'.seerid liom the hills to 
capture iiower. Vet, in the short run at 
least, such an ontismie se.nis doubtful. 
Despite its w'caknes.s, the Government 
shows no signs ol giving up the struggle. 
II the J\’l’ looks to Giiha as its model, 
the Ceylon Goveinment looks to 
.South Vietnam loi its own inspiration. 
‘A\'e have leaineil too many lessons 
lioin N’lel-nain and M.rlassia. We must 
destios Ihein eoiupletely”. Lt-Colonel 
(iviil K.inainnga told Associated IVess 
correspondent Molt Ho.veiiblum. 

i'oieien assist.inee is another impor¬ 
tant laetoi uiiht.iting against a JVP 
viclon. Hrilain, the United States, 
India, and the Soviet tinion — what¬ 
ever they iiias think oF the Leftist 
rhetoric of the Ifandaianaike Govern¬ 
ment — have no desire to see a poten- 
tialK pio-Pekiiig government in Ceylon. 
India inoniptly sent five destroyers, 
several helicoirti'is. and a shipload of 
vital foodstuffs to Colomlro. Britain has 
airlifted light arms and negotiated on 


behalf of the Ceylon Government for 
siv American lielic-optcrs. The Soviet 
Union has sent helicopters, MiG-17 jet 
fighters, and technical advisers. 

With this dramatic assistance, it .seems 
likely that the Geylon Army will be able 
to suppress (he revolutionary movement 
for the time being. In return for this 
service, tlx* conservative leaders of the 
Arniv will undoubtedly extract import¬ 
ant eoncessions from the socialist lean¬ 
ing Kandaranaike cabinet. It seems 
probabh* that they will demand the 
ou.ster ol such radical leftists as the con¬ 
troversial Finance Minister, N M Perera, 
and the Minister of Housing, Pieter 
Keunem.m. In addition, they may well 
prevent passage of many socialist me¬ 
asures which .ire now befori* Parlia¬ 
ment. 

The Inline piospects ol democracy in 
Geylon are not bright. The military may 
find itself with little alternative but to 
seize power. Assirrniirg that the revolu- 
tionaiy forces which have been set In 
motion continue to maintain their vita¬ 
lity, the ruling elite will not survive 
without a radically more authoritarian 
regime to support it. Already the Gov¬ 
ernment has imposed a lengthy curfew 
and restricted Ihi* activities of the Press. 
Schools and universities have been 
closed and it is unlikely that they will 
reopen in the near future. “Hehabili- 
lalioii canips" are being prepared to 
educate sirsirects who have not been 
involved ‘diieetly” with the insurgent 
movement. Given continued revolution¬ 
ary activilv. increasingly anti-demo¬ 
crat ic measnies seem inevitable. 

.Some obseiveis have voiced concern 
that the Sinhalese elite may, in a des¬ 
perate effort to bolster it.s po.sition, at¬ 
tempt to divert the energies of the re- 
volnlioii into communal conflict. The 
Tamil President of the Ceylon Trade 
Unions Federation, C Shanmugathasan 
has bei'n placed under preventive deten¬ 
tion loi pro-Peking activities and could 
pei'hairs become an ethnic scapegoat. 
Cavi'ii Gevlon’s history of communal 
stiile, this possibility cannot Ije dismis¬ 
sed out ol hand. Hnt four factors make 
it highly improhable. Firstly, communal 
tensions have been on the wane in Cey¬ 
lon for several years, as the Govem- 
iiient has gradually reached a compro¬ 
mise on language dispute.s. Secondly, 
direct i*onitmmal appeals are inherently 
repugnant to the liberal ethos of the 
I riling middle class elite. And while 
ehanging realities have often overcome 
genteel scruples, such a violent tum- 
irliorit eannot he expected as a matter 
of eoiirso. Thirdly, an effective commu¬ 
nal diversion would obviously require 


the support of the revolutionaries them¬ 
selves. It is doubtful, to say the least, 
that they would co-operate. Lastly, 
should the elite inspire communal pas¬ 
sions, there is no guarantee that they 
can keep them under control. Commu¬ 
nal conflict might well result in even 
greater disruption, confusion and blood¬ 
shed than the society now faces. 

Blit whatever course of action the 
elite chooses to follow, it is probable 
that revolutionary activities will conti¬ 
nue. Now that one oppressed group has 
taken up arms against the system, others 
may well follow. 

AwESoxfE Possrnii.iTiKs 

Currently iinfavourahle economic 
trends are hound to exacerbate an al¬ 
ready feii.v situation. Falling prices in 
international markets lor tea, Ceylon’s 
leailing export, will mean less foreign 
exchange ior foodstuffs, Ceylon’s lead¬ 
ing import. As the population expands, 
iiisiiffieicnt investment in the industrial 
sector (even more likely under the pre¬ 
sent conditions) will l<*ad to increa.scd 
unemployment. Without major expro¬ 
priation and land reform, the vast 
plantations will continue to rob the 
peasant of land. 

Nearly 80 per cent of Ceylon’s popu¬ 
lation is literate, an impressive figure 
matcli«*d in Asia only by Japan. Edu¬ 
cated men demand employment; Cey¬ 
lon’s weak economy cannot offer it. 
Educated men demaiid equal opportu¬ 
nity; Ceylon’s elitist .society denies that 
too. Under these conditions, the possi¬ 
bility of a successful rural based revolu¬ 
tion cannot he rnleil out. Indeed, it 
appears to be historically inevitable. 

For twenty years Ceylonese politicians 
have tried to restrain the forces of 
change. They have played the prevari¬ 
cating game of promising revolution 
and delivering mild reform. Several 
times the situation has threatened to 
get out of hand. The Prime Minister's 
late hri.sband, Solomon Bandaranaike, 
swept to power in 1956 on a reactionary 
‘Ceylon for the Sinhalese’ platform. Two 
>ears later the country was torn apart 
by spontaneous commimal rioting. 

Now once again the passions of the 
masses have superseded the rhetoric of 
the politicians. Whether or not Govern¬ 
ment forces successfully contain the 
present wave of unrest, one thing seems 
clear: that the image of Ceylon as a 
stable democratic republic has been 
shattered once and for all. Ceylon has at 
last entered the revolutionary age with 
all the awesome possibilities for good 
and evil which that implies. 
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Ceylon’s Twisted Social Evolution 

V Subramaniam 


THR iniurrectioii against the Govern¬ 
ment of Ceylon organised by educated 
iineinployed youth groups has been 
jokingly called a revolution against a re¬ 
volution and a Left-wing threat to a 
Left-wing government. Such quips 
have a deeper element of truth than the 
(piipstcrs realise. This element is related 
to the peculiarly aristocratic background 
of the Leftist leaders in power, the wel¬ 
fare policies inaugurated in Ceylon long 
before a socialistic government came to 
power and the inhibited nature of Cey¬ 
lon’s social evolution. 

Historically, Ceylonese society was In¬ 
fluenced by British rule in a completely 
different way than any other colony. In 
Intlia and in the African colonies, Bri¬ 
tish rule gave rise to an educated deri¬ 
vative middle class — drawn from ele¬ 
ments which were not socially dominant 
before the Biitish. In India, the feudal 
nobility of zaniiiidurs and maharajas 
rccedi'd into the background as an edu¬ 
cated middle class grew out of the lite¬ 
rate castes of Brahmins and Kayusthas 
till then holding a secondary place in 
jiolitical life. In Africa too, the middle 
class was formed mostly lioin outside 
the ranks of the old elite that is the 
chiefs. 

Heseuvkd 1’o.sis 

In Ceylon, however, the old landed 
class among the Sinhalese was allowed to 
transform itself into tlie new ijrolcssional 
and estate-owning middle class as Ivor 
Jennings casually remarks in his “Gov¬ 
ernment of Ceylon". There were several 
reasons for this. In the first place, there 
was little resistance from fliis group to 
British, conijucst. The i-oastal elite wel¬ 
comed the British against Dutch rule 
and the upeoimtry elite did so against 
an old fashioned feudal ruler of Indian 
stock. The British rulers too had u spe¬ 
cial soft corner for Ceylon as became 
clear from the recommendation of the 
Colebrooke Commission in the last cen¬ 
tury to make Ceylon into a haven of 
Western civilisation from where it could 
be radiated to the rest of Asia. C H 
Cameron, a member of the Commission, 
said: “The peculiar circumstances of 
Ceylon Iwth physical and moral, seem 
to point it out to the British Govern¬ 
ment as the fittest spot in our Eastern 
Dominions in which to plant the genn 
of European civilisation whence we 
may not unreasonably hope that it 
will spread over the whole of these 


vast territories". 'I’hough such ro¬ 
mantic hopes were tuned down later, 
Ceylonese education was tied to the 
British very early, while Indian educa¬ 
tion followed its own path. The landed 
classes look to English education and 
English mode of behaviour avidly and 
crowded the professions. 

The Colebrooke Commission in 1832 
also recommended that the higher Civil 
Service be throwsi open to the natives, 
and this was done in slow stages. There 
were two Ceylonese in the Civil Service, 
in 1844. Between 1870 and 1880 iden¬ 
tical jiapers were set in Ceylon and Lon¬ 
don. Even as early as 1891 a lower di¬ 
vision of the Civil Service was created 
with isosts reserved for Ceylonese and 
later, some posts in the higher Civil 
SiTviic were re.scrved as the local divi¬ 
sion. It can be seen that the British in 
Ceylon granted a .share of the higher ad- 
luinislrativc sciviccs to educated Ceylon- 
<’se iioiii the veiy early days. It was 
typical of Ceylon that one of the chief 
.sponsors ol the Cieylon National Con¬ 
gress, P Arunaehalam, took the simultan¬ 
eous examination ior the Civil Service in 
(k’j'loii and served many years in its 
ranks. It was tyi>ical of India that the 
mum sponsor of the Indian National 
tiongiess, S N IVancrjce, went to Lon¬ 
don to compete and get into the Indian 
Civil Service, and was dismissed 
from service in India at the earliest op¬ 
portunity. The lack — in Ceylon — of 
an angry unemployed literati based on 
local universities made all the difference 
between the course of political history in 
Ceylon and India. The new middle clas¬ 
ses in Ceylon had ample opportunities in 
Government Service and in the planta¬ 
tion economy. 

There was also an inordinate delay in 
the iormation of a Ceylonese working 
class as labour in the tea plantations 
and in the Colombo docks was drawn 
from India. This helped the middle 
class feel both safe and generous in an 
unrealistic way. Strong Left-wing lead- 
cs such as N M Perera and Colvin R 
De Silva (both in the present cabinet) 
showed an unrealistically patronising at¬ 
titude to the Indian workers as Indians 
even a.s they fraternised with them as the 
cla.is they would have liked to lead. In 
short, the smooth transformation of the 
old landed class into the new middle 
class and the absence for long of a lub- 
stanlial Ceylonese working class — made 
middle class jxilitical leadership socialist 


in theory and smug and inexperienced in 
practice. (Botli Perera and De Silva were 
particular about their academic back¬ 
grounds. Perera was careful to remind 
me politely that he was a D .Sc not a 
Ph D of London Universily. Wlien the 
Ceylon Indian Congress started their 
satyagraha just before the elections In 
1953, he told me that this had reduced 
the chances of his party, the Lanka Sams 
Sainaj Party, in winning several scats — 
a curiously anti-woiking elas.s stance for 
a Leftist). In the eaily fifties when both 
Perera and De Silva were in the oppo¬ 
sition, the talented cartoonist Collette 
used to make mineemeat of their theore¬ 
tical socialism. When the workers in 
Perera’s large tea estate struck work, 
Collette drew a cartoon ol Perera, look¬ 
ing up socialist tlieoiy on the question 
of a socialistic-capitalist versus his 
workers. Similaily when Dc Silva, a 
prosperous barrister, suggested an in¬ 
come ceiling of Rs 2000 per month in 
1953, Collette’s caitooiis were most pe- 
netrathig and pereeiitivc. 

DlilJIlEllATK iNHIllinON 

Social evolution was also deliberately 
inhibited in Ceylon for a long time 
through the restriction of universi¬ 
ty education at entry point through an 
entrance exuminatiun .so as to coincide 
with the number ol jobs available. (See 
The Ceylon Economixt, Vol 1, No 3, 
February 1951, “The University in the 
Island’s Economy’’, a It-etuic delivered 
to the University oi O'yloii’s Economic 
Society by Ivor Jennings. Two extracts 
read “but tlic only effective method is 
to relate present deinaiul to present sup¬ 
ply and our present output of graduates 
is 300 but it is rising lain’dly and will 
probably reach 450 wlii'ii it becomes 
stabilised. By that time, of course, the 
demand may liave inei eased. It may, 
however, have fallen. As soon as wo 
have a depression all those who criticise 
us for producing loo few graduates 
will tuin round and rend us for 
producing too many”. Seo also Cey¬ 
lon Teacher, Vol XVIIl, No 96, Octo¬ 
ber 1954, pp 593-594 and 599-600). We 
have noted earlier how the small mid¬ 
dle class of Ceylon was caiefully pam¬ 
pered with jobs in the Civil Service by 
the British. This policy continued after 
independence through restricting univer¬ 
sity education ami by the sulistantiul emi¬ 
gration of educated Ceylonese to Britain 
and Malaysia for jobs. 

Several welfare services were provid¬ 
ed in Ceylon during the colonial period 
itself and also continued after indepen¬ 
dence — without immediate financial 
strain. Thus, at the conclusion of a rice- 
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rubiwi baiter agreement with China in 
1953, the Ceylon Track’ Minister glibly 
eluiiiK'd that (ieyion with all its vveliaie 
services was more socialist than China. 

Ill the sixties theie weie inaiiy iiiark- 
eil elluiiges. Flee school ediiiation liail 
created a huge poiiiil.ition o( scliool 
leavers, very levs ol wlioiii could gam 
entrance into the single nniveisity in 
Ceylon and tins, .iloiig willi nationalist 
pride, led to the eieation ol lllic*<‘ niore 
ililivei'silies. 'I his led in the late si.xties 
to a swelling |)oinilalion ol iiiieinployed 
giadnates. The welfare services began 
to bleak down witli the iriciea.se m 
population and in popiilai deniund Inr 
thcni — even while inflation made it 
mole diflienit to maintain these services. 
(Health and ediieation .serviees weic 
created in the colonial period w'ith no 
idea ol the possible iiicieases in their 
diinand oi cost. In the case ol education, 

BRUSSELS 


IN a talk which she leeently gave at 
l.ondon‘s Chatliain ]louse Susan Sliangc 
noted th.il “economists aie justly proud 
ol their di'viition to logic and ol what 
they call the ‘ligotii’ ol iheii subject". 
Hut she lelt llicy "oltcn lack . . . iniliti- 
cal coinmonscnsc", evi ii to the extent ol 
being ijiiite iinawaie sonictinies ol the 
political ohjeclivi's henig iniisned at any 
given time. (The title ol hei own talk 
was “Stciling and British Policy. A Po¬ 
litical View”.) 

The flood oi iiewsjiaiiei coinnieni on 
the latest cinieiicy eiisis suggests that 
this sliiiiteoninig extends to must of 
those who coiiinieiit on cconoinie events 
loi a living. In tlm pie.si’iit ease poli- 
Ik.iI e.inses aie hinted at. the l''iencli 
aveisuin to doing anything likely to lu'lji 
iIk- \nieiK,uis is nientioiied, there ari' 
iclcicnees to the s|H'cial ichitions be 
tween Honn and VV'ashnigton -— hut 
none ol the political laelois behind the 
eiiiiciHs eiisis whnh has .split the EEC 
aic bionghi into the ojreii. 

Pol HUM Dim K.itKNi ICS 

And yet it is ele.n that tlii’ sliaip 
stiiiggle between the I’leiich and Cer- 
inaiis, which doniniated the dO-hoiir. 
night-long .session ol the EEtVs finance 
ministers, was over pohtii.il as well us 
economic i.ssiies. Each suU’ obviously 
expressed its point ol view in pnicly 
monctuis temis, the iinnicdiafe point at 
issue bi’ing the measures needed to meet 
the curiciicy crisis. But the orguineuts 


costs had to he whittled down in the 
late filtk’s. But such services by them¬ 
selves were not considered socialist), 

Hy the end of the sixties, Ceylon had 
its own working class, its cdiicated iin- 
riiijiloyed, mounting inflation and a stag¬ 
nant tea industry. A socialist lUilicy 
naturully axriiealed to the electorate 
which returned Siiimavo Handaranaike's 
Left-wing coalition to powi’r in 1970. 
Tills coalition has been shown to have 
two major weaknesses. The first, com¬ 
mon to socialist governments all over 
the world, is inability to match their 
piomises with performanee. The .sc’c-ond, 
jiccuhar to Ceylon, is the aristocratic or 
liigher piofessional background of its 
piesent Left-wing leaders who have no 
real einotionul experience of real native 
working class movements, being laced 
.suddenly with a tough situation due to 
the fwi.stcd social evolution ol Ceylon. 


invoked by each side rellected veiy dil- 
leienl jiohtical attitudes towaids the US 
and the lole ol Western Europe ois-a-inx 
the two snpei-irowers. 

(il’HMAN ApI’HOAC.!! 

Such iiohtieal consideiations socni, 
indeed, to have been' uppermost in 
l•'leIlcll minds — which perhaps was to 
be I’xjiected as their cuircncy was not 
nndei any great pressure. The Cernian 
ujiinoach. on the othei hand, was main¬ 
ly teehiiieal, il only hceause the eonti- 
iiiied massive iiillow ol dollars posed a 
seiums tin eat to the eflorls of the Cer- 
iiian government to control inllatioii. 
(Tlu’ oiitcoinc ol the mci-ting ol finance 
ministers might have been very diffe- 
lent hail M M Schillei and Ci.scard 
d’F.staing been h’lt to work out a solu¬ 
tion hetwec’ii thcm.sclve.s, tor lioth are 
econiiinists rather than jioliticians. But 
dead) the strings w'ore pulled on the 
I'lcmh side hy President Pompidou, the 
oiie-tiine hanker with a highly develop¬ 
ed iiolitieal instinct.) 

Iiu’vitahly, even the analysis made hy 
eaeh side oi the nature and origins of 
the uisis rliffered sharply. For Paris, its 
origins lii- in Washington. American re- 
Insal to take energetic measures to end 
the country’s chronic balance ol pay¬ 
ments ilcficit, coupled with the readi¬ 
ness of FCimipeans to hold dollars even 
though it is in their interest to ask for 
gold, has resulted in the creation of a 


dollar exchange standard. However 
strong the American economy, it is not 
strong enough, in official French eyes, 
to support the weight of the. steadily 
growing mountain of dollars which has 
resulted from Ameriean inilicies (and the 
comiilicity ol those Europeans who im¬ 
plicitly In’lieve that whatever is good for 
the US must he graid for them). 

FllENCH iNSlS'l ON DOLLAU DeVA1.UATION 

With the dollar increasingly overva¬ 
lued the only logical course of action 
according to Paris, is for the Americans 
to devalue their currency — either in 
n’lation to other currencies or by in¬ 
creasing the price of gold (the course 
iavoured liy Jacques Kiieff, who was 
Cieneral de Gaulle’s adviser on monetary 
ijnestions). For the Europeans to revalue 
tlu’ir currencies, after first floating them, 
would he to play into American hands. 
The net result would he a de facto de- 
valiiulion oi the dollar and a sharj) in¬ 
crease in .Aineiican exports (which would 
Ix’conie more competitive following the 
levahiutioii ol the inajoi European cur- 
M’lieie.s). 

l''or till’ I'reneh, il clearly is up to the 
Anieileans to luk<’ remedial aelion; they 
iniist jiiil their house in order, which 
means putting an end to their balance 
of payments defieil hy devaluing their 
(iiireiiey and reducing, il not ending, 
the American presnice in the lour cor¬ 
nels ol the globe (heginnnig with Viet¬ 
nam). At the same time the French 
would like their Common Market part- 
neis to pursue nioie vigorously their nas¬ 
cent c'olluboration in the monetary and 
cinnoniie field, to the point whore Eii- 
rojiean industrial and economic strength 
represents an effective tsninterweight to 
the US. 

'l'h<’ Frinch recognise the need to 
tackle the iinmediale cause of the pre¬ 
sent crisis — the torrent of hot -money 
which has been flowing into Germany. 
Hill they favour the imposition of ex¬ 
change controls as the jirincipal means 
ol ending the speculative flight to the 
mark. (When the French finance min¬ 
ister pointed to his own success in using 
exchange controls to check currency 
speculation, the Germans uncharitably 
took the line that if France had escap¬ 
ed the hot money invasion it was be¬ 
cause no one thought the French franc 
a likely candidate for revaluation.) 

French opposition to floating the EEC 
currencies (the course favoured by Schil¬ 
ler) was based on political as much a.< 
economic reasons. ’There is an obvious 
danger that if all these currencies float 
in relation to the dollar (and each other) 
some will rise but others, notably tire 


Politics of the Currency Crisis 



ECONOMIC AND POLITICAL WEEKLY 


May 22, 1971 


French franc and Italian lira, will pro¬ 
bably sink or at best just keep their 
heads above water. Margins between 
the European currencies would widen 
rather than narrow, although the elimi¬ 
nation of these margins is one of the 
goals of the EEC’s monetary policy. 

Turning ECM imx ) a D-Mark Area? 

The Germans recognised the danger 
and, with a fine disregard for psycholo¬ 
gy, offered to support the weaker EEC 
currencies — which probably would re¬ 
sult in tlie Common Market being turn¬ 
ed into a D-mark area. Not surprising¬ 
ly, the French, already alarmed by the 
growing ix)wer of Bonn, rejected the 
offer out of hand. At the same, time they 
insisted on the introduction of exchange 
controls by Bonn on the grounds th.at 
the Common Agricultural Policy can be 
operated only if the EEC currencies re¬ 
main pegged to the U.S dollar (which is 
the Community’s unit of account). Float¬ 
ing exchange rates will not only make 
it extremely difiicult to operate the CAP 
but also seriously weaken the Commu¬ 
nity, whose principal achievement re¬ 
mains the CAP. And, of course, they 
will delay th<‘ Six’s moves ti'wards mo¬ 
netary union. 

During the current crisis the Germans 
do not seem to have been particularly 
concerired with its causes; faced with a 
massive dollar inflow they have pul the 
emphasis on the measures needed to 
halt the flow. Schiller has pressed lor a 
flouting rate, without any restrictions as 
to either the size ot the fluctuations oi 
length of time. The Cennan foreign 
minister, Walter Scheel, and his parly 
(which represents industiinbsts and bu- 
sines.sinen) favoured exchange controls 
and similar measures, simply because 
floating exchange lates hamper trade 
and ^'otild be expected in this particu¬ 
lar case to put German exixrrters at a 
disadvantage as the mark was bound to 
rise aliove parity if floated. 

But no one in Germany was willing 
to follow the French lead in branding 
the Americans as the culprits. As the 
Europeans perhaps are as much to 
blame as the Americans for the periixlic 
upheavals in the foreign currency mar¬ 
kets, the German K'tusal to point an ac¬ 
cusing finger at the US is understand¬ 
able. (Moreover, there can be more than 
one view as to the part played by the 
dollar in these upheavals). The fact re¬ 
mains, however, that in the French view 
the Cennan position has lieen dictated 
largely by a desire not to antagonise the 
Americans. Dependent on the military 
strength of tlie US for its defence, Ger¬ 
many, according to the French, chose 


to follow policies favoured by the 
Americans rather than their Common 
Market partners. 

It is this which laigidy explains the 
timing of President Pompidou’s invita¬ 
tion to Heath. The announcement ol the 
the 2-natiun “summit” was made just as 


the six finaiu*‘ iniriistois wore beginning 
their marathon session in Brussels, By 
inviting Heath the Fieneh President has 
bluntly warned the Ciennans (on the 
26th iiimiviTsary of V-F. day, ineiden- 
tails) that there is moie than one way 
ol eiiibing their glowing strength. 
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WHILE noi particularly famous for 
their originality or freshness of thinking 
on development problems, ECAFE’s 
annual economic surveys have become 
a useful source of information on re¬ 
gional economic developments. This 
year’s survey, the twenty-fourth in the 
senes, covers the usual ground and 
deals with growth in national income, 
agriculture, manufacturing, balance of 
payments, and international liquidity 
in the region as a whole as well as in 
the individual member countries. It 
also contains the usual country notes 
which deal at somewhat greater length 
with government policy and develop¬ 
ments in key nrc.'is. Twenty-one As^an 
countries are covered, and data are 
provided in the form of convenient 
tables which in many cases go back 
five or six years. 

I’moiimcs roll I’lrruBE 
In addition, however, this year’s 
survey has a long eliaiiter on the 
achievement and lailiires of the last 
decade and polio priorities for the 
future. In doing so, the Commission 
is remarkably forthright in taking the 
developing couiitries to task for neg¬ 
lecting "social justice” and adopting a 
pattern of development which was 
biased in favour of the few. Studies 
made for various countries, including 
India, are quoted to show that in¬ 
equalities of income have probably 
increased in recent years. Unemploy¬ 
ment .situation has got worse, housing 
situation has deteriorated, and there 
has been \eiy little progress in im¬ 
proving the liMiig standards of the 
majority of the population or in in¬ 
creasing cxpcndiluie on .social .services 
that benefit the poor. The failure of 
government policy and the develop¬ 
ment process to generate any notice¬ 
able benefits for the poorer section of 
the population, according to the sur¬ 
vey, has been the most important dis¬ 
appointment of the last decade. The 
major achievements of the decade have 
been the breakthrough in agriculture 


and the increased indigenous manu¬ 
facturing capability of the developing 
countries. 

After identifying the major achieve¬ 
ments and failures, the survey goes on 
to discuss policy priorities for the 
future in the light of the objectives 
and targets adopted by the UN General 
Assembly for the Second Development 
Decade. For the next decade, the 
General Assembly has adopted a tar¬ 
get of 6 per cent growth rate compo.s- 
ed of a 4 per cent expansion in agri¬ 
cultural output and 8 per cent in 
manufacturing output. This would 
necessitate an average annual 
expansion of 0.5 percentage point in 
the ratio of gross domestic savings to 
the gross domestic product, together 
with an average annual expansion of 
somewhat less than 7 per cent in im¬ 
ports and somewhat more than 7 per 
cent in exports. 

Given adequate effort in savings 
mobilisation and availability of aid, 
the ECAFE believes that these targets 
can be realised in Asia. According to 
studies made by the Secretariat, the 
feasible growth rates are stated to be 
4.5 to 7 per cenf per annum for Ceylon, 
India, Malaysia, Pakistan and Philip¬ 
pines and 7 to 10 per cent per annum 
for Korea and Thailand. If these rates 
are realised, the region as a whole 
should be able to attain an average 
annual growth rate of 6 to 7 per cent 
per annum in line with the General 
Assembly target (as against an actual 
rate of growth of 4.4 per cent during 
the period 1960-68), However, this 
would require "vigorous effort" on 
the part of the developing countries, 
and would necessitate certain policy 
changes and a re-orientation of their 
development strategies. 

In order to achieve faster and more 
balanced progress, ECAFE recom¬ 
mends measures for a better distribu¬ 
tion of income (through land reform, 
progressive tax structure and mono¬ 
poly legislation), population control, 
employment-oriented plans, control of 


prices, a proper balance between pro¬ 
ductive and social investment, a better 
agricultural policy, a more integrated 
and efficient industrial structure, better 
project selection, more exports, stabili¬ 
sation of primary commodities, pre¬ 
ferences for the manufactured exports 
of developing countries, more aid, and 
regional co-operation. 

This part of the survey is probably 
the most disappointing, and one won¬ 
ders why it is necessary for all inter¬ 
national documents to talk about 
development strategy and plead for 
“vigorous”, "better", or "balanced” 
policies. 'The treatment of these ques¬ 
tions in the survey abounds in cliches 
and platitudes. Policy advice is either 
completely un-ojJerational or is couch¬ 
ed in such generalities that no one can 
possibly disagree. At times it also has 
little to do with the objectives in mind. 

SroPE Fon Justice 

For example the policy section on 
economic growth and social justice 
make.s an effective plea for social 
justice; but when it comes to sugges¬ 
tions regarding how to accomplish 
this, it feels compelled to observe that; 
“a considerable acceleration in the 
rate of growth ol f"’'' rdpita income 
IS necessary for effectively tackling 
the major socio-economic problems of 
less developed countries...It is true 
that lack of sufficient social orienta¬ 
tion in some of the policies pursued in 
the First Development Decade aggra¬ 
vated social discomfort, but it would 
be unrealistic to assume that the solu¬ 
tion lies in mere egalitarianism. The 
average income in developing ECAFE 
countries is so low that even a drastic 
redistribution of incomes would not 
bring about significant increases in. the 
levels of living of so many" (p 72).* 
As Dandekar and Rath have shown 
there is considerable scope for a more 
equitable redistribution in favour of 
the very poor even at very low levels 
of income, and in any case talking 
about a high rate of growth as being 
the answer to the problems of in¬ 
equality in the distribution of benefits 
would seem to miss the point. 

To take another example, the sec¬ 
tion on "indlistrial strategy" refers to 
the inefficiencies of the industrial struc¬ 
ture in many developing countries 
resulting from high levels of tariff 
protection. It, therefore, suggests that 

• All page references relate to Part 
II of the Economic Survey 
(mimeograph) dated February 22, 
1971. 



MiwijeW jKifides (a tiie Second 
Oevdopment Decade should seek to 
achieve a more integrated and efficient 
industrial structure”, and that "chief 
reliance for bringing about a more 
efficient industrial pattern has to be 
placed on government licensing poli¬ 
cies, import policies, tariff adjustments, 
fiscal policies and exchange rate poli¬ 
cies” (p 87). Is this advice helpful? 
Most of the slotv-growing developing 
countries with what the ECAFE would 
call “inefficient industrial structure” 
already place chief reliance on precise¬ 
ly the policies that are being recom¬ 
mended. 

On employment, we are advised that 
where technologically feasible (e g, in 
tlw development of infrastructural faci¬ 
lities), labour-intensive techniques should 
be preferred, and that "the em¬ 
ployin' nt aspects should he given due 
weigh! in planning the investment 
pattern and execution of development 
projects” (p 78). After being remind¬ 
ed that more than half of the gains 
in income have been absorbed by in¬ 
creases in population and further 
growth should therefore be curtailed, 
we learn that not much can be expect¬ 
ed from vigorous family planning pro¬ 
gramme alone because "it is the view 
of demographic experts that the trends 
in population are related to numerous 
features of social and economic change 
in a number of ways” (p 74). The 
developing countries should allocate 
their scarce resources efficiently; how¬ 
ever, there are no rules of thumb for 
determining the optimal pattern of re¬ 
source allocation which, in a real 
sense, is “a problem of maintaining the 
needed balance between the social 
sectors and productive sectors, as also 
within the social and productive 
sectors” (p 81). The developing coun¬ 
tries need more resources: they should 
therefore streamline financial institu¬ 
tions, mobilise private savings and 
increase the yield from direct taxes. 
Deficit financing should not exceed 
“safe” limits, and credit should not be 
expanded “beyond a point”. 

All this is very well, but not very 
enlightening. The survey would have 
gained immensely if the space 
and resources devoted to general policy 
questions could have been allocated 
for an in-depth and longer-term review 
of individual country situations. Many 
international agencies conduct country 
reviews, but unfortunately most of them 
(eg, those by the World Bank, the 
International Monetary Fund, and the 
Asian Development Bank) are not 
published and, therefore, not generally 
available. Perhaps the ECAFE and 
other UN regional Commissions could 
fill this gap by undertaking periodic 


critical reviews of government policies 
and other economic developments in a 
longer-term perspective, and publish¬ 
ing them. 

Unfortunately, the present format 
of country sections in the annual sur¬ 
veys does not permit a critical and 
objective discussion of a country’s poli¬ 
cies. Based on published (mainly 
governmental) sources and confined to 
a few printed pages, they can scarcely 
do more than note the movement in 
a few macro-economic quantities and 
reproduce a little of the government 
hopes and aspirations about future 
developments. 

The tendency to uncritically accept 
the Ministry versions of policy deve¬ 
lopments and their effectiveness is a 
principal shortcoming of the country 
reports even within their narrow scope. 
For example, on economic prospects 
of Pakistan, it must have taken consi¬ 
derable courage for a document dated 
February 22, 1971 to say that “the 
unanimity which has emerged amongst 
all shades of public opinion as to the 
need for fundamental changes in the 
development strategy to be pursued in 
the future should facilitate the achieve¬ 
ment of planned objectives, both 
economic and social" (p 386). Similar¬ 
ly, the section on India, while noting 
the prevailing situation of steel and 
raw material shortages goes on to say 
that "to obtain fuller utilisation of 
existing capacity through orienting it 
towards changing demand patterns, 
the steel plants have been renovated 
and balancing equipment installed in 
crucial sectors: domestic production 
has also been raised in the public 
sector projects in heavy engineering 
and hydio-clcctiic plants, and this 
will increase the supply of both equip¬ 
ment and component parts” (p 235). 
On the impact of the new licensing 
policy on private investment, the 
survey simply notes that “the em¬ 
phasis in the new industrial licensing 
policy on making all necessary inputs 
available to the core sector can be 
expected to accelerate the revival”. 
Similarly, the tax measures undertaken 
in 1969/70 and 1970/71 are “by any 
standards a bold effort”, and the sur¬ 
vey quotes a Reserve Bank study to 
point out that “the Plan target would 
he achieved, even it new additional tax 
measures in each of the remaining 
years of the plan yield resources some¬ 
what lower than raised in 1969/70” 
(p 236). 

Finally, one must note the some¬ 
what casual interpretation of some of 
the data, and the occasional use of un¬ 
reliable statistics. For example, the 
table on balance of payments of 
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t^eglonal countries (p 121) shows that 
in 1968 India had an overall surplus. 
The survey, therefore, notes that “as 
the table indicates, India’s balance of 
payments was improved by the 1967 
devaluation*'. Actually the devaluation 
was in mid-1966 and, as is weli known, 
India’s exports declined by about 8 
per cent in 1966-67 and imports grew 
by only 2.7 per cent in 1967-68; the 
trade balance had improved largely 
because of a steep decline in imports 


due to industrial recession in the post- 
devaluation period. An example of 
the use of unreliable statistics is the 
figure given for India's domestic capital 
formation. The table cm page 40 
shows it to be 15.9 per cent of gross 
domestic product in 1960, and 17.7 
per cent in 1965. This is surprisingly 
high, and is out of line with the figures 
for either the rate of saving or invest¬ 
ment for recent years given in the 
Fourth Plan. It is also curious to 


note tbat a sihiiiar tiMe lit 

the ECAFE survey tot 1965 Wow* 
that the rate of domestic capital for¬ 
mation in India was 17.7 per cent in 
the year 19601 

Despite these blemishes, ECAFE’s 
annual surveys are an important source 
of readily available information on 
Asian economies. One hopes that the 
Commission would give attention to 
making them more useful and authori¬ 
tative. 
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Case for Bangla Nationalism 

Ashok V Desai 

Pdeistam barbarity has caused much aversion and generated considerable sympathy for the people 
of Ban^a Desh. But their wish to secede from what was a nation not so long ago has, it seems, evoked 
and>ivciefit feelings among nationalists. The unease is especially noticeable in India, which became an 
independent nation at the same time as Pakistan. 

It mil be a shame if this confusion leads Indian nationalism to betray itself. For the struggle of 
Bangla Desh is not only a nationalist struggle; it is an anti-colonial struggle such as the people of this 
country fought in the first half of this century. 

In Section I of this paper, we shall describe the working of colonialism, taking for the purpose the 
example of British colonialism in our own country. In Section II, we shall describe how East Bengal 
turned from a partner into a colony of West Pakistan. In Section III, we shall outline the colonial 
benefits to West Pakistan from the occupation of East Bengal. 


THE coal«*scc!nc<; of East Dengal and 
north-western India into Pakistan was 
like an oriental wedding; neither part¬ 
ner had ever met the other before, or 
had anything to say to the other, or even 
shared a common language with the 
other. As Suhrawardy once said, the 
only links between the Ea.st and the 
West were the PIA and himself. 

Yet, the marriage was not a forced 
one. The representatives of the Mus¬ 
lims, who made up three-ejuarters of 
East Bengal's population, voted over 
whelmingly to join Pakistan hi 1947. 
The majority of East Bengalis became 
citizens of Pakistan voluntarily and en- 
thnsia.stically. 

Tcnlay, the East Bengalis want as un- 
animou.sly to leave Pakistan and con¬ 
stitute a .separate nation. They would 
have agreed to certain bonds with 
West Pakistan; but the hope has died 
with the victims of Pakistan army's 
killings. Bangla De.sh has a govern¬ 
ment which has broken all bonds with 
Pakistan; she has a militia which is 
fighting against Pakistan. 

Pakistani barbarity has caused much 
aversion, and generated considerable 
sympathy for the people of Bangla 
flesh. But their wish to secede from 
what was a nation not so long ago has, 
it seems, evoked ambivalent feelings 
anamg nationalists. The uncase is es- 
l>ecially noticeable in India, which be- 
•■amc an independent nation at the 
same time as Pakistan. 

It will be a shame if this confusion 
leads Indian nationalism to betray it¬ 
self. For the struggle of Bangla Desh 
is iKit only a nationalist struggle; it is 
an anti-colonial struggle such as the 
people of this country fought in the 
first half of this country. 

We shall now .elalrorate this argu- 
nnait. In Section 1, we shall describe 
the working of colonialism, taking for 


the purpo.se the evuinple of British co¬ 
lonialism in oiir own country. In Sec¬ 
tion II, we shall describe how East 
Bengal turned fiotii a partner into a 
colony of West Pakistan. In Section 
HI, we shall outline the colonial bene¬ 
fits to West Pakistan irom the occupa¬ 
tion ol East Bengal. 

I 

India as a British Colony 

The Briti.sh East India Company aitd 
its employees engaged primarily in the 
purchase of Indian goods such as cot¬ 
ton cloth, silk goods and .saltpetre, and 
their sale at a handsome profit in Bri¬ 
tish and European markets. Their de¬ 
mand for Indian goods far exceeded 
the demand for goods they could bring 
over from Europe, and the difference 
was paid for in bullion. In the early 
eighteenth century, over 85 per cent of 
the East India Company’s purchases 
in Bengal were paid for in bullion.’ 
Europe probably did not suffer from an 
overall shortage of bullion, thanks to 
the Latin American discoveries. But 
since Britain produced no gold either 
itself or in its colonies, and had chronic 
balance of payments difficulties,* the 
East India Company had recurrent an¬ 
xiety about the acquisition of bullion 
necessary for trade. 

This proldem was substantially solv¬ 
ed by acquisition of the Dewani of 
Bengal by the East India Company in 
17i3.5. “Every information from the time 
ol Bernier to the acquisition of the 
Dewani shows the internal trade of the 
country, as carried on between Bengal 
and the upper parts ol Hindustan, the 
Gulf of Moro, the Persian Gulf, and the 
Malabar Coast, to have Ix'en consider¬ 
able. Reiiims of specie and goods were 
iiiatlc through these channels by that of 
the f(««ign Europ«-aii companies, and 


in gold dust foi opium from the east¬ 
ward. 

“But from the year 1765 the reverse 
hiis taken place. The Company’s trade 
produces no returns. Specie is rarely 
imijorted by the foreign companies, 
nor brought into Bengal irom other 
parts of Hindustan in any considerable 
((uantities.”* 

I'hus, colonial rule began as a me¬ 
thod of turning military power into 
commercial profit; and the profit was 
so high that it enabled the East India 
Company — and later, the British 
Crown — to finaiiec the expansion of 
colonial rule to cover the whole of 
Inrlia and to diversify its benefits. In 
the late nineteenth century, wh(>n colo¬ 
nialism reached its peak, Britain oh- 
tainer] five major types oi benefits from 
it. First, the command of the Indian 
Army enabled Britain to play a politi¬ 
cal role in Asia which would have been 
far beyond its own resources.* Second, 
the privileges formally and informally 
available to Britons <-ual)led them to 
set up and obtain goorl returns from 
various industrir'.s, such as indigo, tea, 
jute, coal, mica and manganese mining. 
Third, India became a privileged sanc¬ 
tuary for British industrial goods, and 
providr-d especially important markets 
lor British textiles aiivl railway equip¬ 
ment. Fourth, India earned a surplus 
on its balance of payments with the 
n-sl of the world which financed Bri¬ 
tain’s drsficit.® Fifth, the Briti.sh admi¬ 
nistration and anny in India extended 
considerably the opportunities of em¬ 
ployment for British upper classes at a 
time when agricultur<’, thc-ir mainstay 
in Britain, u'as draliiiiug and industry 
had not grown to a size where it could 
support them. 

Britain gavr- up India l)ecau$e a de- 
rlinc in tht' benefits and a rise in the 
costs of colonial rule left it no longer 
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c'l'ail.\' woilhwhile to hold India. The 
.Si'i-oiid Woild War led to the niecha- 
iiisation ol annies. With il> small in¬ 
dustrial hase, India would have re<iuircd 
laijic and sustained How of military and 
tianspoit eiiuipineot lioiii Hiitahi it its 
uriny were to eoutmiie to jilas a larije 
role in Asia, and Diit.nii was no longer 
in a position to niaiiitaiii military pio- 
ductiori at the leipiind level. A de¬ 
cline hi the mleinatioiial niipoitancc of 
the Imhaii Arms was inevitahle. The 
War iieiiod, siilti the ii.se ol indigenous 
log of home mvesfinciit, so that it was 
no longei iieressaiy to saieguard ave¬ 
nues ol loieisoi investment. Be.sides, 
India h.id heeoiiie much less promising 
as an outlet loi invc'-tinent in the inter- 
War peiiod, with the rise of indigenous 
eiitei prise. With nationali.st support, and 
III tile shi'Itei ol piotection granted in 
the intei-Wai peiiod, domestic industry 
grew and inad<' .serious inroads into 
Hiitish maikels m India. The inter-War 
expansion ol the economy reduced 
India's tiade sui|)liis until it was no 
longer of niiieh help to Hritain; when 
the Second Woild War ended, India 
had an im|)oitant surplus, and wished 
to iiiaintam it with the lu-lp of accu¬ 
mulated steiliiig lesei-ves, much to Bri¬ 
tain’s emhairassimait. Finally, the In- 
dianisation ol seivices greatly reduced 
the (ipporluiiilir's ol upper cla.ss eiii- 
plovineiit in India. 

The Indian nationalist movement 
played an mipoitant role in making 
Biitish colonial iiile unpiofituble. The 
civil disolieilienee giiovemeiit put a se- 
vr'ie strain on the adnnnistrutive sys¬ 
tem, and sine' the stiain tended to spill 
on to the aims, lh<' capahihly of the 
Army ns an mstiument ol imperialism 
was ri'diieed. Moie wirlelv. the growth 
ol nationalist sentiiii'nt comin’lled the 
colonial gove nment to incie.ise the 
cinploMncnt ol Indians in the civil ser¬ 
vice and the aimv, and piotect Indian 
mdnstry. 

I’akistan's lule ovei East B iigal has 
a sinking similaiiK to Hiitish iiile over 
India. It \iehh henefits ol the same 
l\pe, and th<'> aie .suh.stuntiul enough 
to make a vital dilleiencr' to the viabi¬ 
lity ol I’akisl.ill's economy. However, 
to show that tliey are colonial benefits, 
and not just nsolts ol “legioiud dispa¬ 
rities”. it is neee-s.uv to clarify the na- 
lioe ol the I’akislani government. 

II 

Emergence of Military Autocracy 
in Pakistan 

Britain lelt India because the co.sl ol 
holding it bud risen too high; and it 
lelt the eouiifr>’ to the political partie.s 


that had the strongest influence on 
fliose costs. The Congress had acquired 
Its influence by sabotaging various com¬ 
ponents of the Briti.sh administrative 
stiiicfure with its non-co-operation 
campaigns, the Muslim League by or¬ 
ganising riots, and putting unbearable 
strain on the sliiicture. 

The transfer of irowi'r essentially 
meant that these partie.s were given 
eimtrol over the arlniinistrative system 
and the army which, until 1947, had 
been ii.sed to contain and punish the 
parties. The chiefs of the civil service 
and the army accepted the change of 
masters, however, hecause in the pro¬ 
cess they were promoted to places va¬ 
cated by the Briti,sh, hecause they shar¬ 
ed to .some extent in the nationalism of 
the ne\\' niliTs, and liecause even if 
they did not they sen.sed the power of 
tfie masses behind the rulers. But 
the civil and the military bureau¬ 
cracy ha<l been trained, drilled, and 
practised in the suppression of political 
parties. Astute arbitration between the 
sci-viccs and the parties was therefore 
rei|uircd fiom political leaders. 

The political leaders of Pakistan .sig¬ 
nally failed in this arbitral role. At the 
veiy outset, Jiiiiiah eliose for himself 
the oiJiee ol the CJovernor-General. 
Throwing British constitutional conven¬ 
tions to the wind, he, took executive 
poweis in liis hand, including the 
Iiowci fi, aiiimiiit and dismiss popular 
ministers. He eonslitiited the cabinet 
with Liaqiiat Ali Khan as Prime Min- 
istci, and Cliiilam Mohammed, a Civil 
Servant, as Finance Minister. He dis¬ 
missed two eleeted C^hief Ministers, Dr 
Khan Sahel i of NWFP and Khuhro of 
Sind.‘ He appointeil three British ICS 
olIicsTs to the (Joviinorships of East 
Bengal, Punjab and NWFP.’ All three 
used to write to Jinnah every fortnight 
about administrative mattcis as well as 
political intiigues. Two of them used 
to pre.side over cabinet meetings. One 
could reallocate portfolios without the 
consent of his chief minister.* In this 
inaimei, Jmnah established precedents 
of the use of civil servants in executive 
roles and of supremacy of the executive 
over the elected li'gislature which have 
led Pakistan to its present impasse.* 

Oi.iosni me Rui.e 

The legislatures proved more of a 
problem for Jinnah’s successors who did 
not wield his iin()iiestioncd authority. 
But the dlstiihiition of patronage and 
llie use ol punitive powers generally 
siiffiri'd. The powers that were fre- 
(luentb used were the powei of dis¬ 
missing a cabinet and imposing Gov¬ 


ernor's rule under Section 93 of the 
Govcminent of India Act of 1935, 
which was removed by the Pakistan 
Provisional Oinstitutiun Order and re¬ 
inserted (as Section 92A) by Jinnah act¬ 
ing under his extraordinary powers as 
Governor-General;’'’ the power of pro¬ 
ceeding again.st a politician on vaguest 
charges such as 'wilful maladministra¬ 
tion’, and disqualifying him from pub¬ 
lic office for ten years under the Fublic 
and Representative Offices (Disqualifi¬ 
cation) Act of 1949;’* and the power 
of preventive detention, of which Abdul 
Ghaifar Khan was the worst sufferer. 

The manipulation of legislatures en¬ 
abled the politicians to confine power 
and concentrate its benefits into the 
hands of a small oligarchy.'* But il 
also deprived them of popular support, 
their ultimate defence against the bu¬ 
reaucracy and the anny; having delibe¬ 
rately disarmed themselves, they suc¬ 
cumbed when the test came. 

llie test came when popular discon¬ 
tent, deprived of a parliamentary out¬ 
let. reverted to the pre-independence 
b.ilns of expression, viz, agitation and 
rioting. An agitation was begun by the 
Ahrars against the Ahmedis in the Pun¬ 
jab in 195-3, and received powerful sup¬ 
port from some Ulemas and from the 
rank and file of the Muslim League, who 
fried to use the agitation as a lever 

against the government. Khwaja Nazi- 
muddin. the Piime Minister, and Mian 
Mumtaz Daultana, the Chief Minister 
of Punjab, reacted to the crisis in the 
manner of politicians, trying to preserve 
political support by concessions. In do¬ 
ing so they clashed against the civil 
servic*' and the army, which sgw the 

riots as the right opportunity for the 

.application of their respective drills of 
.Sections 1-14 and Martial I.aw. 

Politicians Lose Battle' 

The politicians lost the battle; Daul¬ 
tana was dismissed by Nazimuddin, 
and Nazimuddin by Chulam Mohammed, 
the Governor-General and ex-civil ser¬ 
vant.'* 

Though Nazimuddin was dfsmild in 
April 1953, it was not till October 1B58 
that power finally passed to the mi¬ 

litary-bureaucratic contplex. In those 
five years, civil servants continued the 
game of carrot and stick that the politi¬ 
cians had developed. East Bengal was 
a favourite target in the game. In the 
years after independence, the feeling 
grew rapidly in East Bengal that it was 
being discriminated against. The refu¬ 
sal of Pakistan to devalue in 1948 led 
to the cessation of trade with India, and 
cut off the jute growers of East Bengal 
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hom their main market in Calcutta. 
East Bengal was ilenied control of its 
communications, trade and salt industry. 
Attempts were made to make Urdu the 
national language.** As a result, the rul¬ 
ing Muslim League rapidly lost popular 
support. It tried to stay in power by not 
holding by-elcctions — by August 1951, 
■■34 of the 171 seats in the East Pakistan 
Assembly were vacant — and by put¬ 
ting off elections. Elections were final¬ 
ly held in January 1954. A coalition of 
Fazlul Hug’s Kri.shak Shramik Party and 
Sahrawardy’s Awaniy League swept the 
polls, and the Muslim T.eagne was vir¬ 
tually eliminated. 

The United Front formed a govern 
nient; within two months. Governor- 
General Ghulam Muhammad dismissed 
the government, and in.slitutcd Gover¬ 
nor’s rule. Then liegan attempts to dis¬ 
rupt th(! United Front; in Dcrember 
1954, Siihrawardy and Abu Hussain Sar- 
kar were made central ministers. By 
February 1955, the Central leadership 
had managed to .split the United Front. 
Finally, h) June 1955, Sarkar was sent 
back to Dacca to form a ministry. But 
a ministry under the thnndi of the cen¬ 
tral leadership had no chance of gaining 
popular support in East Bengal; Sar- 
kar’s ministry was finally defeated in 
the provinci.al assembly in August 1950 
and replaced by .an Awami League min¬ 
istry headed by Ataur Rehinan Khan. 
Three months later the President (Iskan¬ 
der Mirza, lately of the Indian Political 
Service) dismissed the ministry and re¬ 
imposed Governor's rule. This time it 
took two years to rig up support for a 
docile government. The provincial as¬ 
sembly was recalled in September 1958: 
but the gerrymandering had so vitiated 
the atmosphere by then that it was ad- 
ituirned in the midst of disorder and 
violence.** 

Che violence in the assembly was 
given as one of the l•\clIses when Presi¬ 
dent Mirza declared Martial Law on 
October 7, 1958. He said that for two 
years he had been watching n ruthless 
struggle for ix)wer, corruption and 
shameful exploitation of simple honest 
masses. He had not, however, just 
watched the struggle for power; he had 
b-en an enthusiastic and unscrupulous 
participant. Twenty days later he was 
kicked out by Field Marshal Ayuh Kh.an, 
who established the army as the undis- 
piitablc senior partner in the military- 
bureaucratic autocracy. 

First the bureaucratic rule, and then 
tin; military dictatorship emerged in op- 
ix>sitiun to the democratic forces in East 
Bengal. Both autocracies were over¬ 
whelmingly West Paki.stani, and alien to 


East Bengal. In 1955, East Bengalis 
formed a minute proportion of the cen¬ 
tral civil services and among officers of 
the armed forces,'* 

From 



West 

East 

Central servieex 

Secretaries 

19 

0 

Joint Secretaries 

38 

3 

Deputy Secretaries 

123 

10 

Under Seeretai ies 

510 

38 

Armed forcex 

Lieutenant-Generals 

3 

0 

Major-Generals 

20 

0 

Brigadiers 

34 

1 

Golonels 

49 

1 

Lieutenant-Golonels 

198 

2 

Major.s 

590 

10 

Naval Officers 

593 

7 

Air Force Officcis 

640 

40 

No Bengali, except possibly Zakir Hus- 


sain, was involved in the coup of 1958.” 

The, military regime built up a system 
of government in which East Bengal had 
no chance of representation. For the ad¬ 
ministration of East Bengal it continued 
to employ local people at lower levels. 
But the emergence of nationalism in 
East Bengal made their co-operation pro¬ 
gressively more difficult to get. In June 
1966, the Awami League and the Na¬ 
tional Awami Party launched an agita¬ 
tion for intemal autonomy. Over the 
next three years, Ayub Khan tried out 
every d(;vice in civil service and military 
manuals to break oiiposition. He failed; 
liy 1969 the entire administration in 
East Bengal had been paralysed. Ayub 
Khan lesigiicd on March 2.5 and was 
succeeded by Yahya Khan who pledged 
himself to hold direct elections and c.ill 
a Gonstituent Assembly. 

Awami Leaooe's Six Points 

The elections to the Constituent As¬ 
sembly were fiii.illy held in DecembiT 
1970, and the Aw’ami League won 167 
ol the 300 seats; it got 72.6 per cent of 
ihe votes. It proiKised to frame a con¬ 
stitution embodying the Six Points enu¬ 
merated by it on February 12, 1966, viz; 
(1) The constitution .should provide for 
a Federation of Pakistan on the 
lia.sis of the Lahore Re.solution and 
for a parliamentary form ot govern¬ 
ment based on the siipremai'y of a 
legislature directly elected on a 
nmversal ;tdult franchise.'* 

02) ’I’lie Federal Government should 
deal with only defence and loreign 
afJairs, all residual subjects being 
vested in the federating states.'® 

(.3) There should be either two mutual¬ 
ly freely convertible curreaicies or 
one cur.ency w'ith two .separate re¬ 
serve banks to prevent inter-wing 
flight of capital. 

(4) The power of taxation and revenue 
collection should be vested in fede¬ 


rating stall's. The Federal Govern¬ 
ment .should receive a share to 
to meet its financial obligations. 

(5) Economic disparities between the 
two wings should bo removed 
till (High a seiie.i of ccsmomic, fiscal 
and legal reforms. 

(6) A militia or para-military force 
must be created in East Pakistan. 

Yabya Klian did not accept the points, 
anil tried out instead the "final .solu¬ 
tion” of the problem by the killing of all 
potential political activists. Ho has not 
succeeded yet; and he w'ill fail eventu¬ 
ally, for Bangla Desh is capable of le- 
placiiig every fighter who falls with a 
hundred others. 

The .Six I’oints laise two questions. 
They claimed for East Bengal wider 
powers than proviiiees nonnully have; 
why did they make such "extreme” de¬ 
mands? When a region demands power, 
it is because it feels that the power is 
not being and will not be exercised in 
fairness to it. East Bengalis deeply dis¬ 
trust the. Pakistan Government; and 
there are abundant grounds in their ex¬ 
perience for their distrust. If any cre¬ 
dulous people were left among them, 
they must have been converted by 
Yahya Khan’s In'liavioiir in March — as¬ 
suming they are still alive. 

Secondly, why did Yahya Khan not 
agree to the Six Points'? He did not, lie- 
cause they struck at the root of Pakis¬ 
tan’s interests in East Bengal, and be¬ 
cause they stiiK'k at the root of Pakis- 
of Pakistan’s prosperity and power. Wo 
shall now turn to the origin and the 
niiignitiide of this tiihule. 

ni 

Nature of Pakistan Colonialism 

When Pakistan was formed, both its 
wings were primarily produceis of raw 
materials which were processed by in- 
dustries in India. The major raw mate 
rials supplied were jute from the East¬ 
ern Wing, and cotton from the Western 
Wing. Jute exports were much larger 
than cottini exports, and the Eastern 
Wing’.s balance of trade was co'isequent- 
ly healthier. If it had been left to it¬ 
self, the Eastern Wing would have fol¬ 
lowed a more liberal import policy than 
thr Western Wing. The Pakistani bu- 
reanerafs imposed on lioth wing.s a sys¬ 
tem of centralised I'xehange control and 
quantitative lestrictioii.s. They could 
thereby use foreign exchange euinings of 
East Beng.d to finance imports into West 
Pakistan. 

Next, the loieign exchange earned was 
it.self distributed extremely unequally. 
While East Bengal earned 80 per cent 
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of the fort-ign exchange. Wert Fakirtan 
spent 70 jht cent of it. Import licences 
were distributed by authorities in Kara¬ 
chi; in the early fifties, traders and in¬ 
dustrialists of Karachi used to get 60 per 
cent of the licrTTces, the rest of West 
Pakistan 10 per cent, ami East Bengal 
•“lO per cent. By the c.trly sixties the 
share of West i’akistun ro.se to 30 per 
cent at the <'xpense ol Karachi as indus¬ 
tries grew up outside Karachi, but the 
shiire of East Bengal remained the same. 
The 1 'e.siilt was that imported goods cost 
more in the East in than in the Western 
Wing; in othei words Eastern buyers of 
imported giMjds paid a higher premium 
on imported giaids.^'' 

These pi cm in were of considerable 
importance in industrial growth. Im¬ 
porters made profits of about 100 per 
cent on iniiKirted goods; enormous gains 
thus went to the traders of Karachi 
(mostly migrants from Bombay and Gu- 
iarnt). Tliey used tht; money to set up 
/rnporf-siibslitute industries in and around 
Karachi which today forms the industrial 
ba'e of I’akistan. To them belong most 
of the 22 families which dominate Pak¬ 
istani industry. In 1959, half the indus¬ 
trial assets ol Pakistan were owned by 
riiiiior Mu.slim eonmuinities — Memons. 
Bohras. Khojas and Chiniotis. Other 
Muslims owned 10.5 per cent.” The 
share <jf Bengali Muslims was only 
nlmut .3 per tsmt.** 

East Bunoai.’.s Tribute 

The new-born Pakistani industrialists 
e.'cploited East Bengal in two ways. 
First, import restrictions had raised pri- 
ci's ill East Bengal to levels over twice 
the world level. Tliis enabled West 
Pakistani industrialists to build up lu¬ 
crative exports to the eastern wing. Se- 
eond, tlwy invested in industries In East 
B iigal. notably jute, cotton textiles, 
paper, hanking and insurance. 

What i.\ the magnitude of East Ben¬ 
gal’s tiihute? Power estimated "a total 
transfer oi .ihont Rs 2500 million for 14 
years [Irom 1948 to 1961], or about 180 
million pel yi ai. This is more than two 
per cent ol East Pakistan's average an¬ 
nual im'Oiiie lor the period as best as 
we can estimate it. In addition, if we 
assume that East Piikistan’s share of 
Pakistan's capital inflow into the West 
was in proimrtioii to population, the 
transfei wnuld be almost doubled. 

Wi- shall modify Pow. r’s method slight¬ 
ly. and estimate a more up-to-date figure. 
Ilinv it is neces.'-'ary to distinguish be- 
Iwe n East Bengars contribution to the 
iucoqie of West Pakistan, and its contri- 
Inition in foreign e.xchange which went 
to finance West Pakistan’s imports. Let 


u.s deal with the income transfer first. 

First, the prices of imported goods 
were very high in Pakistan, and import- 
iT.s made large windfall gains. The aver¬ 
age premium on bonus vouchers was 
150 per cent.-* lienee the addition to 
West Pakistanis' profits through transfer 
of East Bengal’s ioreign exchange earn¬ 
ings must he reckoned at at least Vi 
times the earnings. 

Next, the extra profits made on exports 
from the Western lo the Eastern Wing. 
The implicit e,\<hange rates on exports 
ol manufactures varied between Rs 8.27 
and Rs 9.39 between 1951-52 and 1963- 
64; it thus implied internal prices which 
weie 74-97 per cent above international 
prices.® The difference in respect of 
West Pakistan's exports to the East 
would he somewhere between this anri 
the premium on bonus vouchers. We 
will cxinservatively put it at 1(X) per 
cent. 

Finally, the returns on capital invest¬ 
ed by West Pakistanis in the industry, 
and trau.sport and services of East Ben¬ 
gal. It is impossible to make any com- 
lilete estimate. But it appears that 
ulxnit half the large-scale industry was 
owned by West Pakistanis, that gross 
pre-tax profits weie alxmt SO per cent 
ui value added in la;ge-sca1e industry, 
and that dividends and retained earn¬ 
ings came to about half the gross pro¬ 
fits. Ueiice it is likely that perhaps 12.5 
per cent of the value added in East 
Bengal’s large-scale industry accrued to 
West Pakistanis. We sliall ignore their 
investment in hanking, insurance and 
small industry, although the returns 
there are believed to he .substantial. 

The sum of the above transfer works 
out as shown in the Table below.** 

The drain in the fifties was incredibly 
high. If the transfers to West Pakistan 
had been invested in East Bengal, thf^ 
would have added 2-3 per cent to the 
latter’s growth rate. It would have made 
the difference between rapid growth and 
stagnation, for East Bengal's per capita 
incxime rose very little in the entire pe- 
I iod. 

In the early sixties the transfers tend¬ 
ed to d<‘eline. The growth of natfon- 


alian in East Bengal led to the substi¬ 
tution of indigenous for West Pakistani 
products; and a massive increase in for¬ 
eign aid led to larger imports into East 
Bengal, although its share in total im- 
ixirts remained about the same. How¬ 
ever, translers of profits, which we have 
probably seriously undereNlimated, tend¬ 
ed to increase. 

Apart from this, there are transfers 
through till- government. The central 
govennnent rapidly replaced annual 
grants to the government of the Eastern 
Wing by loans in the sixties. The result 
is tliat debt service payments have risen; 
at present the East Pakistan government 
pays the centre Rs 600 million a year in 
interest and debt service. This burden 
has constrained its expenditure on edu¬ 
cation and health. FurUier, the central 
government spends almost all its reveime, 
including what it collects from the East¬ 
ern Wing, in the We.st. This year it 
will certainly spend more in the East, 
thanks to the army; but that is hardly 
a blessing fur East Bengal. Finally, the 
central government has built the entire 
irrigation system of the Indus system, 
and turned over the revenue from it to 
the West Pakistan government. There 
Is no comparable pulilic inve.stment in 
the Eastern Wing. 

Foreign E.xchange Earnings 

Coming now to the foreign exchange 
earnings. East Bengal earned an annual 
average surplus of Rs 424 million in 
1950/1-1954/5, Rs .355 million in 1955/ 
6-1959/60, and Rs 41 million in 1960/1- 
1964/5 with the rest of the world. It 
financed 40, 33 and 1.6 per cent res¬ 
pectively of West Pakistan’s imjports 
from the rest of the world. Thus, it 
greatly augmented the supply of for¬ 
eign exchange to We.st Pakistan in the 
early stages of industrialisation. 

Since 1965/8, East Bengal has mere 
or less balanced its accounts with the 
rc.st of the world. But its export earn¬ 
ings were ahno.st entirely hi convertible 
currencies, while at least a quarter of 
its imports were finanexjd with non-con¬ 
vertible currency — principally PL 480 
aid. Hence East Bengal continued M 


Tabi.e 


(Pak Rs milliw) 



1950/1-1954/5 

1955/6-1959/60 

1960/1-1964/5 

Income on 

Exchange earnings 

636 

533 

62 

liiter-zonul trade 
.surplus 

81 

142 

212 

Indii.strial investment 

16 

31 

73 

Total 

7.33 

706 

347 

Proportion oi East 

Bengal’s GNP (per cent) 

7.3 

5.4 

1.8 
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make a net cootiibuUon of about Rs 400 
million a year to Pakistaa's free curren¬ 
cy earnings: and they were vital to 
the military rulers of Pakistan at a time 
they had to buy arms in the free mar¬ 
ket. 

Up fob Auctionino? 

Let us now briefly recapitulate the 
benefits of possession of East Bengal to 
West Pakistan. First, East Bengal fur- 
ni.shes a market for Rs 1000 million's 
worth of high-cost West Pakistani goods 
every year. Second, the latter’s invest¬ 
ments in East Bengal yield about Rs 300- 
400 million a year. Third, it provides 
tile civil servants of West Pakistan with 
about a third of th"ir senior positions, 
and the Army with posts of power and 
prestige. Fourth, its exports give West 
Pakistan a flexibility in its management 
of foreign trade which is essential to 
the maintenance of it.s industrial econo¬ 
my and military establishment. 

Finally, and most important. East 
Bengal enables Pakistan to play an in¬ 
ternational role which is far beyond its 
resources. For Pakistan’s international 
image has come to rest on three things: 

'a strong civil and military establish¬ 
ment, absence of internal dissensions, 
and u strategic position, and East Ben¬ 
gal has provided the vital base of the 
establishment. It is for this that the 
rulers of Pakistan chose to kill a few 
hundred thousand Bengalis. 

Did they thereby save their Pakistan? 

Or did they destroy it? If half the army 

Induslry 


of Pakistan is entangled in keeping East 
Bengal down, its strength is not likely to JO 
impress anyone. Once nationalism has 
been aroused in East Bengal, it can 13 
hardly be repressed; instead, it will 
spread to West Pakistan. And without J4 
strength and cohesion, what price 1 $ a 
place in the Indian Ocean? Unless It 
leaves Bangla Desh, Pakistan will soon 
be up for auctioning. 
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and the Fourth Plan 

(From a Special Corre^Kmdent) 


ECONOMIC reality, like any reality, is 
far too complex to be fully comprehend- 
ul by, and far too important to be left 
to, any single group of experts. It was, 
therefore, in the fitness of things that 
Bombay University’s Centre of Advanc¬ 
ed Study in Economics brought toge¬ 
ther at its seminar, Ixtween March 29 
and 31 in Bombay, on "Industry and 
the Fourth Plan", experts from all over 
the country with diverse experiences. 
Alxjut 45 experts partieipt^ed in the de- 
lilierations of the seminar. A unique 
feature of this gathering was that the 
three sectors — (a) universities and re¬ 
search institutions, (b) Central Econo¬ 
mic Ministries, Planning Commission 
and the Reserve Bank, and (c) develop¬ 
ment and commercial banks, and indus¬ 
try and trade associations — were more 
or less equally represented at it. In a 


gathering such as this, there is usually 
a danger that one may indulge in forc¬ 
ing one’s own comprehension of reality 
or one’s own viewpoint. Such indul¬ 
gences generally add more heat than 
light during discussions. On the other 
hand, when planned in the right spirit 
and by non-partisan platforms, semi¬ 
nars can lead to a fruitful exchange of 
ideas, to a more realistic a.ssessment of 
the various problems, and to a better 
appreciation of different viewpoints. 
Judged by the.se criteria, this seminar, 
though it was not entirely free from 
dogmatic as.settions of particular view¬ 
points, did maintain a serious academic 
tenor throughout. This is as much a tri¬ 
bute to the non-aca<lcinicians who par¬ 
ticipated as to the .academicians. The 
fact that the seminar was conducted by 
an academic body may have something 


to do with this result. 

In all, 24 paiiers were received for 
di.scus.sions. They wi're divided into 
fivi' .sessions by xiibjeet — the first .se.s- 
sion having four papers and the other 
four session.s having five papers each. 
In vi<‘w of the diversity of subjects 
dealt with at the.se .sessions, it would he 
convi'nient to report on this seminar by 
.session. 

I 

Industrial Growth: An Overall 
Review of The Past Experience 

Session I was concerned with an 
overall review of the past indusb'ial 
growth. During the first part the ses¬ 
sion consideretl papers by P B Medhora, 
V V Divafiu and .8 P Gothoskar, and 
A K Ghosh, and during the later part 
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“Nothing can be done without the full support 
of the people...and I think, only democracy can 
make them feel involved...” —Indira Gandhi 



In an intarview with Dr. Gisala Bonn, notad Garman TV writer, India's 
Prima Miniatar Indira Gandhi answarad crucial qr.estions on a variad 
ranga of aubjacts—tha avantful yaars of har childhood, her major 
poiicias and tha broadar intarnational issues of peace and co^existenca. 
This intarview was shown on Garman TV and tha full transcript was 
pubiishad by GERMAN NEWS. Hwa are soma excerpts : 


Wbat do yoc think are India*B most 
argent reqairements 7 
The most urgent requirement.. .is to get 
rid of this very deep poverty and 
economic backwardness... It's some¬ 
thing that will take a long time, and 
therefore our method is to try and 
reduce the disparities between people. 
So far when we made our programmes 
we found that although the programmes 
are meant for everybody, those who had 
property could take more advantage of 
them. Therefore they became richer, 
and this increased the disparity. 

Do you think you could achieve these 
programmes by democracy.. .7 
i am deeply committed to democracy, 
because... nothing can be done with¬ 
out the full support of the people... and 
I think, only democracy can make them 
feel involved. 


When did you become interested in 
poiitics and think of t political career 7 
Well, the two things t re quite separate. 

I think there was to .ime when > vas 
not interested ii: poiitics. but never a» 
a career... There are limes in the life of 
a nation when something has to be 
done. And when we were not free, you 
just had to be in the freedom struggle 
because you couldn't be an artist or a 
writer or anything properly in that 
situation. Today the situation is the 
ume. Unless there is peace in the 
country and...a change in society which 
gives India a place in the modern 
world, which helps her peopie to make 
use of new knowledge, we can't build the 
sort of life that any individual would 
like... 


—Cut hare-— 1 « — — ■ 


Tha hill taxt of thia Intarviaw 
appaarad In OCRMAN NCW8, a 
f^nluhtly magasina publlahad by 
tha Carman Cmbaaay In Naw Dalhl. 
If you ara Intaraatad to raealva 
tha OERMAN NEWS ragulariy, 
plaaaa AM in and mail tha ceuppn 
to : Embaaay of tha Eadaral 
Rapublle of Oarmany. 

R.O. Box «3, Naw Dalhl. 


I I would Ilka to raealva tha GERMAN NEWS 
ragulariy. I undaratand that I will raealva tha 
Arst tour laauaa frao of cost. Annual aubacriptlon 
I (Poatal Ordor) la Rt. 8. 

I (Nama) ■ 

I (Stroot/Houao No.)_ - 


I (To vmfStato) _ 


Cut hers- 


GERMAN 
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GERMAN 
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the paper by F R Brahmananda. 

Modhoia’s theme was that, though 
the industrial economy has of late been 
picking up, the pick-up could be of a 
far greater magnitude. In diis connec¬ 
tion, he pleaded for (a) measures to en¬ 
sure full utilisation of industrial capaci¬ 
ty, e.specially in structural fabrication, 
castings, railway wagons and commer¬ 
cial vehicles, (b) stepping up of invest¬ 
ment in industries faced with large de¬ 
mand such as steel, aluminium, fertili¬ 
sers, cars and scooters and (c) having a 
perspective plan for industry. A large 
part of the paper by Divatia and Go- 
thoskar dealt with growth rates and 
capacity utilisation by broad industry 
groups. The detailed statistics relied 
upon in the paper underscored the les¬ 
sening tempo of industrial growth du¬ 
ring the sixties compared to that during 
the fifties, and the increasing excess 
capacity since 1961. Ghosh’s paper argued 
that, considering the options available 
during the early fifties, the policy of im¬ 
port substitution was the optimum poli¬ 
cy for Indian planning. However, ns 
regards linos of future action, that poli¬ 
cy had reached the point of diminish¬ 
ing returns. The emphasis has, there¬ 
fore, to shift to export promotion. The 
latter may, however, come in conflict 
with the employment objective, which 
iiuiy h.rve to be served by promoting 
small-scale indiistiu's. 

The discussion on these papers cen¬ 
tred around two issues utilisation of 
capacity and strategy of investment. Re¬ 
garding the former, it was pointed out 
th.at it was unlikely that capital utilisa¬ 
tion had declined in 1969 as compared 
to in 1968 as indicated in Medhora’s 
paper. Medhora’s conclusion, it was 
stated, may be due to the fact that 
Medhoia was dealing with one set of 
industries in 1968 and another set in 
1969, and also due to the fact that lie 
relied on two different sources of data. 
Furthermore, on the basis of other 
available evidence, this conclusion was 
not warranted, since the late of growth 
of industry was indicated to have lieen 
higher in 19C9 than in 1968 and there 
was no evidence to support the view 
that a large dose of fresh capacity was 
installed and left umitllised in 1969. - 

The concept of ‘poti'iitial of produc¬ 
tion’ as the peak level of production 
attained at any point ol time as proxy 
for installed eaiiucit)-, as used liy Diva¬ 
tia and Gothoskar in their paper, came 
in for eritieisin on a number ol ground:.. 
It was pointed out that, Iry di'pending 
on the actual maximiun production at¬ 
tained in the past, this method deems 
the actual as the norm; that by so doing 
it loses touch with the meanings attach¬ 
ed to capacity by th»; engineers, ac¬ 


countants, and economists; and that 
such a measure tends to underestimate 
excess capacity during recession. It was 
also pointed out that potential produc¬ 
tion, as a proxy for installed capacity, 
loses significance when the peak itself 
is rising. Some of these points were 
well-taken. However, It was replied 
that, in view of the many limitations — 
e.specially in regard to differences in the 
number of shifts for which industries 
work and regarding the reliability of data 
given in the Monthly Statistics — the 
concept as used in the paper was more 
meaningful than the one given in the 
Monthly Statistics. It was also pointed 
out that the peak potential measure in¬ 
dicates an ‘attainable ideal' as it is bn.scd 
on what has been actually attained. 

On Ghosh’s paper, the comment was 
that while import-substitution had no 
doubt led to industrial growth and di¬ 
versification, it had hoisted a high-cost 
inefficient industry. Some shift of em¬ 
phasis towards efficiency was in fact 
long overdue. Such a shift need not 
conflict with the employment objective, 
as eeoiumiie growth with emphasis on 
employment expansion can take care of 
employment. Ghosh’s view, that small- 
scale industries are good on capital- 
saving and employment-promoting, was 
also eonfcsteil by a number of partici¬ 
pants. Some empirical evidence on tfiis 
subject indicates that small-scale indus¬ 
tries are very often more capital-using 
(l>er unit of output) and less cinploy- 
inent-giving (per unit of capital). On 
the other hand, Ghosh’s data was too 
sketchy to he alilc to say anything de¬ 
finite on this subject. 

Thj- .session then took up Brahm- 
anaiidu’s paper. Brahmananda argued 
that the Indian economy — at any rate 
tl)e industrial part of it — was heading 
to a stahonary state. In this connection, 
he cited some evirlence on the profit- 
uhility of several industries and argued 
that this leiidenty cannot be counter¬ 
acted unless agricultural growth be¬ 
comes widespread and its effects perco¬ 
late to industry — und/or unless mas¬ 
sive doses of foreign savings are i>ump- 
eil into the .system. While conceding 
that Hi alunananda was dealing the pro- 
lilein ill a bioad perspective, jrartici- 
paiits felt uneasy alroiit a number ol 
points ill the paper. At no time was 
industrial growth financed solely from 
within; housr'hold and foreign savings 
have always played important roles in 
financing industrial growth. Nor <lo the 
data relied upon by Brahmananda reveal 
a tendency among profits to fall con¬ 
sistently. And even if it were true that 
profits wore falling, there could be 
many reu.su’as for the fall. Brahmananda 
hud not attempted in this context to 


i.solate the short-term influences from 
the long-term influences on profits. 

The discussion in the session was on 
the whole lively and pertinent, thanks 
to the well-prepared papers and the 
good homework done by the discus¬ 
sants. However, for want of time, some 
interesting aspects related to cost and 
efficiency of Indian industry, compara¬ 
tive merits of large and small industry, 
and the segreg,ition of the long-term 
and short-term influences at work in the 
Indian economy with their impact on 
the past and their likely influences in 
the future, could not be pursued in 
satisfactory detail. 

II 

Industrial Growth: 

Certain Specific Aspects 

Session II took up specific studies 
dealing with various aspects of industrial 
growth at the micro level. Five papers 

— of D U Sastry, Samuel Paul, Ashok 
V Desai, J C Sandesura, and B V Mehta 

— weie presented at this session. In 
view of the related nature of the theme, 
the discussion clubbed the first three 
papers together and then the other two. 

Sastry’s paper attempted to estimate 
the domestic resource cost of import- 
siihstitutiun in the manufacture of auto¬ 
mobiles and to relate the same to the 
net foreign exchange saved by the im¬ 
port-substitution. Samuel Paul attempt¬ 
ed to measure comparative advantage in 
steel for the different categories — 
billets, rails, structurals, bars, rods and 
sheets. Desai’s paper discussed the pro¬ 
blems of non-traditional industi'ies as ex¬ 
porters with a case study of the sports- 
goods industry. 

Points that came up fur discussion on 
these papers related principally to (1) 
the lelevanee of the partial cijuilibrium 
analysis in view of the circularity and 
iiiteulepenrleiice obtaining in the system, 
(2) treatment of non-traded inputs in 
the value added, (3) choice of inter¬ 
national pi id's ami exchange rates. 

At the very outset, the cjiicstion was 
raised whethei Mieh individual industry 
studies dealing \\ ilh one or a few aspects 
weie appiopiiate, when there was cir¬ 
cular dependence among industries in 
the economic system. It was by and 
large agreed, however, that such detail¬ 
ed commodity or iiuliistry studies can he 
very usclul, as policy decisions are taken 
at that level, and very often people 
want to know whelliei a paitieiilar line 
of production as it was being lollowed 
was by ifscll elfieieiil or inellicient — 
without mixing up the effects of produc¬ 
tion of other coinnioclities. 

The discussion on the second aspect 
(|ueslioii('d whether, in orik'r to get the 
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domestic resource cost and make com- 
ptirison of cost and net foreign exchange 
earnings, the non-traded inputs should 
be included or excluded in the value 
added. The discus.sion on this point 
reiterated the diverse views that have 
been expres.<ied in the literature. 

The discussk)n on the third set of 
issues was more detailed. A rjue.stinn 
was raised as to how the present set of 
international price’s could be assumed to 
be valid under free trade conditions 
when these prices have been tempered 
with export subsidies and incentives 
and tariffs and im]x)rt controls. The 
need to know the ‘true’ international 
prices was readily recognised as also 
the difficulties in estimating them. It 
was argued that, even when such diffi> 
culties could lx* overcome, such an 
analysis can have only limited value for 
polity purposes, lu-cause the tempering 
of international trade by government 
policy was bound to Ire with us always. 
It was also argued that, the studies 
which make no allowance for qualitative 
differences in commodities produced — 
differences that may he concealed 
under the apparently homogeneous- 
looking coinmorlities produced in diffe¬ 
rent countries — would have limited 
value. 

The brief discussion on the experi¬ 
ence of the sports goods industry in ob¬ 
taining the benefits from the export- 
incentive policies highlighted the need 
for undertaking such detailed studies 
for a large number of industries. It 
was further remarked that, just as an 
indiscriminate import-substitution stra¬ 
tegy has led to undesirable cost distor¬ 
tions and misallocation of resources in 
the past, indiscriminate export-promo¬ 
tion may also lead to less than optimum 
utilisation of re.sources. 

The second part of the session was 
devoted to the pap«Ts of J C Sandesara 
and B V Mehta. Sandesara's paper 
gave the results of his study on capa¬ 
city utilisation in Indian industry over 
the Plan period. Tlie data revealed 
that alxnit one-third of the industrial 
capacity lay irile in 1967. He, however, 
thought that estimates of capacity as 
derived Iroiii the source tended to over¬ 
estimate capacity. His judgment on 
this point was, therefore, that excess 
capacity would Ik- less than one-third. 
Thi? results of capacity utilisation over 
time indicated an increase in capacity 
utilisation over time. This would indi¬ 
cate that the industrial system, during 
the major part of the planning period 
covered by him. operated rationally inso¬ 
far us capacity utilisation was concerned. 
U V Mehta gave a (l*^tailed analysis of 


the rates of return in Indian industry for 
1951-66 by industry-groups. The analy¬ 
sis, he argued, did not support the gene¬ 
rally-held hypothesis that, high priority 
industries suffered from lower profitabi¬ 
lity conipan'd with low priority indus¬ 
tries. 

With reference to Sandesara’s paper, It 
was pointed out that the concept of in¬ 
stalled capacity, relied uimn by Sande¬ 
sara, suffered from many limitations — 
such as those arising out of differences in 
shifts and number of working days among 
the Industries, etc. Alsu, while his study 
covered a longer period, it covered fewer 
products than those covered by Divatia- 
Gothoskar in their paper presented in Ses¬ 
sion I. With regard to Mehta’s paper, it 
was pointed out that, what was icle- 
vant in comparisons of profitability was 
not so much monetary differences but 
’real’ differences. The latter should 
take into account, among other things, 
risk differentials among different indus¬ 
tries. A more fundamental question was 
whether, umler a system of planned 
economy such as ours in which free 
play of economic forces was tempered 
in various ways, the rate of return as 
the provider of signals for investment 
ha<l much relevance. 

A few participants expressed grave 
doubts about the results arrived at in 
some of the papers, as the data depend¬ 
ed on suffered from many severe limita¬ 
tions. It was pointed out, for example, 
that there was no uniformity in the 
concepts — as in the concept of capa¬ 
city or that of profits. Reporting too 
may Ire faulty: lor example, the iiiidcr- 
countcr profits an- not reflected in the 
profits data, or the capacity figures may 
he reported in one way for one pur¬ 
pose I)ut ill <iiiite another way for a 
different purpo.se. One participant 
went to the extr«-me of suggesting that 
the researchers should stop using the 
data that were known to suffer from seri¬ 
ous limitations and wait until better 
data made tiu-ir way into the published 
sources. While some shared this view, 
several others — while coius-ding the 
greatc*r value of better data — counter¬ 
ed. arguing that researchers should 
continue to use such data as were 
available because it is only by such use 
that defects heitmie obvious and open 
up lines for further improvement. ‘Best’ 
IS often the enemy ot the ’good’. How¬ 
ever, it was the duty of research work¬ 
ers to specify the limitations of their 
data. They should not only not draw 
wild conclusions from such data but 
should also issue a ruite of warning 
saying that they could have drawn cer¬ 
tain wild conclusions hut are not draw¬ 


ing and give the reasons for their hesi¬ 
tancy. 

In general it must be pointed out 
that, while the papers in this session 
were specific, and concerned the vari¬ 
ous aspects at the micro-level, the dis- 
cu.ssion was general — in fact too gene¬ 
ral, concerned with the concepts, the 
reporting, the sources, etc. The parti¬ 
cipants had often to he familiarised 
with these. One doubts very much 
whether such a general discussion 
among a group of experts can be of 
much benefit. It may be that the par¬ 
ticipants were not fully prepared for the 
discussion on specific aspects as they 
seem to have been for general problems. 

Ill 

Licensing Policy and the Fourth 
Plan Objectives 

The third session took up tl»e five 
papers on Industrial Policy and Growth 
during the Fourth Plan. The papers by 
N N Agarwala and M R .Shroff focused 
attention on growth rate during the 
Fourth Plan, .and those by M C Miinshi, 
D S P«‘ndurkar and (J 1. Bansal fo¬ 
cused attention on the licensing poli¬ 
cy. 

Agarwala argu<-d that the rate of 
giowth stipulated for the Fourth Plan 
was not need-bas('d but also was cer¬ 
tainly not low. In fact, he argued that, 
considering the various limitations of 
foii-ign cxchangi-. domestic resources, 
labour troubles, etc, it was realistic. 
Shroff on the other hand argued that, 
considering the intangible limitations 
such as those of delays in decision¬ 
making, managerial iiicoinpetenci- espe¬ 
cially in public .sector enterprises, and 
emphasis on social objectives, the 
growth rate was unattainabU-. How¬ 
ever, the picture woiihl not be so pessi¬ 
mistic ii the thrusts in strategic direc¬ 
tions were made in time. Munshi’s 
main theme was that a lot of problems 
arose because of the existence of seve¬ 
ral .simultaneous objectives and priori¬ 
ties. The order of precedence among 
them was not specified. .Specify¬ 
ing his point, Munshi observed that 
the fifties apirear to have been governed 
jirecedenee of prorliiction over concen¬ 
tration and the sixties by the precedence 
of concentration over production. Pen- 
diirkar presented a detailed analysis ol 
the Revised Industrial Licensing Policy-, 
1970. He maintained that the new po¬ 
licy was liberal in .some ways, but res- 
trictionist in many other ways. The 
raising of the exemption limit of licrrns- 
ing from Rs 25 lakhs to Rs one (Sore 
falls in th<' first category. Creation uf 
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compartments for industry according to 
sectors, such as the core sector, the 
heavy investment sector, the middle sec¬ 
tor, and the small-scale sector, with 
various restrictive clauses, falls in the 
latter category. Such restrictions, to- 
g«-thcr with the option given to (he 
public financial institutions to convert 
loans into e<iuity, he concludrid, would 
have a dampening <-ffect on investment 
and industrial growth. Bansal also felt 
that the negative impact of licensing 
has been more pronounced than its 
positive impact. While elaborating, it 
was pointed out that, though the new 
policy can prevent flow of investment 
into a n<m-priority industry it cannot by 
itself induce new investment in the pri¬ 
ority sector. 

The discussion ctrntred on thrcM- prin¬ 
cipal issues; (i) objectives of industrial 
policy (ii) licensing as a means of 
achieving these objectives and (iii) cri¬ 
teria lor demaicating industiy lor vari¬ 
ous sectors. 

On objrictives, some participants ar¬ 
gued that they cannot be clearly ypeci- 
fied or listr d in ord»;r ol priority or pre- 
cedencr-. Something more of one also 
implies soinelhing less of the other, at 
li'ast in the shoit run. It was pointed 
out in this connection that, given the 
social objectives as ol today, growth was 
iMinnd to snlfer. One puiticiirant felt 
that maximising industrial growth 
should be the prime objective lor the 
next l,'5-20 years. Social objectives, he 
thought, may be expcctcrl to be served 
incidentally during this period. Others, 
however, did not agree with this posi¬ 
tion and lelt that rapirl growth fol- 
low'cd in this manner may later make it 
difficult to achievr; social objectives. 
Thr'y may have to be built in as part 
of the structirre of l>oliey right now — 
even thoirgh .some growth may have to 
be comprorni.sr-d in the proce.ss. Some 
othi rs suggested that mdustiy, as indus¬ 
try, can tsmtribute vr'ry little to the pro- 
inntiun of social justii-e (which in any 
case has never been clearly definud), and 
efficient industrialisation by itself may 
be regarded as promoting a .social ob¬ 
jective along with growth (which may 
be treated as an economic objective). 

As regards licensing policy as an in¬ 
strument for promoting growth and 
other objectives, it was pointed out that 
licensing is one of the many instru¬ 
ments of promoting economic and so¬ 
cial objectives. Here, too, its role (as 
described in Bansal’s paper) was more 
negative. Licensing has to lx* used in 
a complementary fa.shion with fiscal and 
financial measures to achieve these ob¬ 
jectives. 


As for the criteria for demarcating 
industries tectorwise, the discussion 
did not bring out any new point. Alt 
that some participants did was to plead 
to the well known justifications or ra¬ 
tionalisations of the new policy. Simi¬ 
larly, while much was said about the 
ixissible adverse impact of the new li¬ 
censing policy on invr-stinent ami 
grosvth and the possible favourable ef¬ 
fect on social objectives, such as balanc¬ 
ed regional development, promotion of 
small industry, etc. no evidence was 
adduced either in the papers or during 
the discussion. Considering that the 
new policy was enunciated about a year 
ago, it would not have been difficult to 
get some data on the licences applied 
for, the letters of intent and licences is¬ 
sued, etc, in order to throw light on 
the points under discussion. The dis- 
cii.ssants and the paper-writers, how¬ 
ever, were unprepared for such pains¬ 
taking analysis. 

Although the session was conci'riied 
with one of the liveliest of current is- 
siK’s, the discussions failed to rise alwve 
trivialities, generalities, and well-worn 
arguments. To some extent this may 
have been because the papers were not 
as good as those in the other sessions. 
But since the participants were not 
bound by what was contained in the 
papers they may he blamed as iimch 
as the paper-writers for the relatively 
poor performance of this session. 

IV 

Other Policy Issues 

Session IV took up the papers by 
M S Vaze, 1, Sitaranion, T N Gidwani, 
V Shaiiiugasundaram, and L D’Mello. 
The first four of these pnpi'rs dealt with 
various aspects of industrial policy and 
the last one with the credit reipiirc- 
meiits ol tile cure sector industries at 
the end of the Fourth Plan. In view 
ol the similarity of the subjects dealt 
with, the first four papers were taken 
up toge.ther for discussion and the last 
one separately. 

Vaze explained that government po¬ 
licy was designed, among other things, 
to maximise the overall growth rate, to 
achieve production targets in the core 
sector, and to prevent conc'cntration of 
economic power. In this connection, 
he referral to the measures undertaken 
to achieve these objectives and made 
some constructive suggestions. L Sita- 
raman referre.I to the recent changes in 
industrial licensing policy and argued 
that they were broad guidelines rather 
than rigid dogmas and needed to be 


supplemented by a large number of 
other measures. T N Gidwani countered 
the various criticisms that have been le¬ 
velled against the new licensing policy 
and argued that the ixilicy was designed 
to promote growth with social objectives. 
Aiming other things, he felt that for a 
project to be considered sound, an inter¬ 
nal rate of return of at least 15 per cent 
per annum over the life time of its ca¬ 
pital assets was necessary for maximum 
use of scarce capital resources. Among 
the other tests he laid down were, 
whether the projects would save foreign 
exchange and have a low cost of pro¬ 
duction eventually. V Shamugasun- 
daram pleaded for broader social crite¬ 
ria fur selection of projects for develop¬ 
ment purposes. Some of the benefits of 
such projects were of an intangible 
kind; others could yield Ixmefits only 
in the long run. He would, therefore, 
give any cost-benefit analysis a longer 
rope. 

Although the paper-writers dwelt on 
many aspects of industrial policy, parti¬ 
cipants seem to have been agitated 
more ulxiut the proposed scheme for 
conversion of loans into equity by the 
various financial institutions. That is 
perhaps why most of tlic discussion 
centreil on various issues related to this 
question. Among the issues that came 
up fur discussion in this connection 
were: (i) the rationale of this scheme 
(ii) tile oiK-rationul difficulties, and (iif) 
the implications ol the scheme for the 
juint-scctor. 

At the very outset, some participants 
amtended that there was nothing new 
or radical in the scheme. Financial in¬ 
stitutions even in advanced countries 
provided finance — portly in the fonn 
of loon and debentures convertible into 
eiiiiity. It was argued that the grow¬ 
ing prosperity of the large companies 
should be shared by these institutions 
and that auiversiun was one of the 
ways of sharing. Moreover, financial 
institutions would have an effective role 
in the management of these companies. 
There would thus he some 'social con¬ 
trol' over the private sector, and the 
scheme would help prevent misuse of 
funds and other abuses. 

Several other participants felt uneasy 
about these arguments. They argued 
that such conversions would be tanta¬ 
mount to backdoor nationalisation, or 
might mean an uncomfortable marriage 
of private and public controls. Second¬ 
ly, it was contended that it would be 
unfair to the existing shareholders, who 
had foregone returns on their invest¬ 
ments until the new aimpanies started 
to pay dividends. This is especially in- 
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eijuitous also to numerous small (hare- 
holders’. On the other hand, the financial 
institutions would have the best of both 
worlds — interest rewipts when times 
were lean and profits when tim<’s were 
Kood. 

A number of piirlieipaiits ihoiiHhl 
that since the eonverMon sebeine had 
in any ease la'Cit nkayi'd €>nd there was 
very little likeliiiooil o! any reversal in 
the policy, it would lie better to focus 
attention on th<' operational difficulties 
of the scheme. Ilow should loans be 
converted into e(|nify'r' At par value or 
at current market value? There were 
two views on the subject (1) the terms 
of conversion should be mutually set¬ 
tled in advance; (2) tlie terms should 
be left to the lendiiiR party. Many ad- 
vantaues were claimed for the former 
view: (a) the companies getting loans 
from financial institutions know in ad¬ 
vance where they stand; (b) they can 
mould their financial .structure appro¬ 
priately taking into account the future 
convi'ision; and (c) the existing share- 
hoklers also know the likely impact of 
this conversion on the value of their 
holdings. .Some participants holding the 
other view argued th.it, if the terms 
w<‘re settled in advance, it might give 
the boirowing companies an opportuni¬ 
ty to rig up the market. It was pointed 
out, howev<T, that the financial institu¬ 
tions, with thi’ir substantial holdings, 
w«’re III a la’tter position to rig up the 
market th.in the individual companies 
were. The consi'iisus seemed to be 
that, while, implementing the scheme 
fiiinncial institutions should not take up 
the advantage of their dominating po¬ 
sition in dictating terms of conversion. 
Also that the schenu’ should not be 
iiieipiitous to the existing shareholders. 

As legards the r’lfectivc participation 
in the inaiingemerit of the companies, 
it was pointed that this scheme would 
not make much impact inasmuch as the 
nominees ol financial institutions cannot 
devote much time for the companies. 
Doubts weie also expressed on the ca¬ 
pacity ol financial institutions to find 
suitable nominees well-versed in the 
art and si-ience of management. To this 
the reply w.is that the scheme may 
have to lie I'ouHued initi.il1y to the very 
large companies where the ‘social 
stakes' weie high. 

Since the o<inveisiou scheme would 
give ris*' to some form of a joint-sector, 
the discussion veered around to the con¬ 
cept and the role of the joint-sector. 
It was argued that, once the financial 
institutions converted their loans into 
<'c|uity, the m.inagement would have 
diM’ representation of 'public interest’. 


The companies may, therefore, be ex¬ 
pected to he more alive to social res¬ 
ponsibility. Moreover, such a course 
would reduce concentration of econo- 
niie power without affecting the growth 
ol strategic and crucial industries. 

1 'his feeling was not shared by some 
participants. They argued that the 
concept of the joint-sector was mischiev¬ 
ous. The private sector is suspicious 
of the joint-sector, while the public sec¬ 
tor has nothing to gain from it. It was 
argued that since, in any case, a large 
port of funds for the joint-sector would 
come from the public sector, it would 
be better that these projects be tiken 
up only by public sector. The only 
purpose the joint-sector would serve 
was to impart social acceptibility, or to 
accord social rc.sponsibilily to, the pri¬ 
vate sector — especially to big business. 
A few participants strongly reacted to 
this line of reasoning, and countered by 
saying that the purpose of the joint- 
sector was to encourage larger projects 
rather than larger houses; there was 
nothing wrong in securing tlie co-ope¬ 
ration of the private sector in a joint- 
si’ctor when the public sector was not 
prejiared to undertake, such projects 
for one or the other reason. 

The last part of the session was tle- 
voU’d to I, D’Mello’s paper on crcilit 
reijuiremcnts of the core sector indus¬ 
tries at the end of the Fourth Plan. 
D’Mello estimated that, the net work¬ 
ing capital requirements of the core 
sector industries would be about Rs 
1,100 crores, of which banks would he 
in a position to meet about one-half. 
TIk! discussion on this paper centred 
around the methodology lor estimating 
working cairital requirements. It was 
pointed out that D’Mello hud used dif- 
lerent methods and relied on different 
sources for estimating industry-wise re¬ 
quirements. One participant suggested 
that output/working capital ratios would 
have been more meaningful. Also, 
D'Mello had not taken into account 
the effect of change in prices on credit 
reipiireinents. D'Mello asked the par¬ 
ticipants to Irear with his estimates with 
two things in mind (1) that they were 
very broad, and (2) that the ready avail¬ 
ability of data had influenced his choice 
of one rather than the other method or 
source. 

The discussion throughout the >es- 
sion was specific and to the point. 
Though it often generated heat, it also 
added to liveliness on an otherwise 
light-lrearing discussion — especially 
on the question of conversion of loans 
into equities. 


V 

Public Sector Enterprises 

Session V dealt with the special pro¬ 
blems of public enterprises. Five r®‘ 
pers were taken up for discussion; of 
V G IJhatia, J Satyanarayana, J D 
Mehta, Oni IVtikash and S K Goyal. 

Bhatia’s paper gave a detailed ac¬ 
count of the problems and prospects of 
the steel industry in India. The main 
imme,diatc problem of the industry in 
the short run was to raise the capacity 
utilisation from the present 67 per cent 
to 90 per cent. As for tlie long-run 
problem, Dbatia pointed out that, as 
the detnand lor steel was estimated to 
Ix! between 17-22 niilUon tonnes by 
1980. the capacity of steel production 
would also have to be stepped up. As 
the steel plants begin production after 
a lag of 6-8 years, an immediate deci¬ 
sion for planning steel capacity to that 
magnitude was necc,ssary. He also ad¬ 
vocated rationalisation of the price 
structure ol the various products of the 
stei’I indiistiy. 

.S.ilyaiiarnv.'liiu presented the results of 
his study ol the working of 01 running 
piihlie-sector I'literpii.ses, by means of va- 
lious iinaiieial i alios. He observed that, 
wliile the poor perforrnana: and losses 
o( pnlilic eiilerpiises were in some cases 
due to faetois beyond the contiul of 
matiagemc'iif, in many it was duo to 
inb'rnal factors such as poor manage¬ 
ment, low e.qiacity utilisation, etc. J D 
Mehta aigued that the target for each 
of the publie sectoi I'nlerpriscs must be 
laid down spiicifically in terms that are 
objective and quantitative as in the UK 
or the USSR. Thus, whereas a purely 
commercial entorirrise may be exirected 
to earn higher profits, the profitability 
target for a public utility may lx; 
lowei to lake care of its greater social 
obligation. Oin I’rakash discussed the 
processes of decision-making and ex¬ 
amined their relevance and implications 
for public-sector enterprises. 

Among the points that came up for 
discussion were (1) the objectives of 
publie sector enterprises, (2) luice poli¬ 
cy and performance of public sector 
enterpiises, and (3) measures to make 
lh«n more efficient. 

On objectives, participants agreed 
that most of the troubles with the pub¬ 
lic sector enterprises arose because their 
objectives were not clearly specified so 
that there was enough room for ration¬ 
alising whatever was done on one 
ground or the other. There was, there¬ 
fore, much to be said for setting up se¬ 
parate objectives for each public enter¬ 
prise and for judging its performance by 
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that yardstick. Such a course of ac¬ 
tion, it was pointed out, had led to 
good dividends in the UK and USSR, 
and there was no reason why such a 
system should not be tried out in India. 
As for price, policy, it was contended 
by one participant that, since public 
sector enterprises were making losses 
fur a lung time, and since these losses 
arose primarily bccau.se at the prices 
fixed it was difficult to recover co.sts of 
capital, capital costs must be written 
off and prices must be fixed on the 
basis of variable costs. Let by-goncs 
be by-gones. Such price-fixation would 
alfio help to earn foreign exchange. Al¬ 
most all participants disagreed with this 
view of throwing up the whole thing 
in disgust. It was not a (jiiestion mere¬ 
ly of writing down capital values. In 
an economy committed to expansion cf 
industry through increased public par¬ 
ticipation, .such a course may in fact 
.iinuunt to a blockade against this very 
objective. A more practical course was 
to fight the inefficiencies of the public 
sector units and to make them viable 
;md efficient. In this connection, it was 
pointed out that, though profitability 
was not the sole criterion of efficiency 
of public enterprises, it would have to 


be a vciy important criterion. In the 
long run, top management would have, 
to be judged by this test. For this, it 
was necessary that top management be 
given sufficient incs'ntives and autono¬ 
my and be posted for reasonably long 
periods in one enterprise .so that they 
may develop a stake in the enterprise. 

The discussion then turned to S K 
Goyal’s paper. Explaining the ration¬ 
ale of the joint-sector as advocated by 
the Dutt Gommittei', Goyal argued that 
the committee had not carried its 
investigations to their logical conclu¬ 
sion to slate that all large size pro¬ 
jects should ill tutiiie be established in 
the public sector. The Committee’s 
advocacy of a joint-sector as a via media 
wax a concession to the private large 
industrial inteicsts. However, he 
thought that the Committee's proposal 
of joint-sectoi lias relevance to the al¬ 
ready establislicd big projects of the 
private sector, where a large chunk of 
tlie iirojcct cost has been already met 
by financial institutions. Viewed in this 
light, the joiiit-.scctor could be an cffec- 
tivi‘ instrument for regulating large en¬ 
terprises (which are now under private 
managements) in line with .social pur¬ 
pose. 


Unfortunately, partly ior want of 
time, and jiartly because some of tho 
aspects ol the joint-sector were touched 
upon during discussions in session HI, 
Coyal’s provocative paper could not be 
taken up for detaih’d discussion. A 
few jiarticipants who spoke briefly ap¬ 
peared to be iincas>’ at the half-house 
that the joint-sector was. It was clear, 
however, that ■^omc others would have 
leactcd strongly to Coyal’s proixisals 
had time permitted. On the whole, this 
session also witnessed very lively and 
specific discussions. 

VI 

A Summing Up 

To sum up: the three-day .seminar 
discussed 24 papcis at its five sessions. 
These, pajicrs covered various aspects 
of the jiast industrial growth as well as 
of the Foul til Plan. However, not all 
papers bore the imprint of serious stu¬ 
dies. In the opinion of this correspon¬ 
dent, half the papers, but certainly not 
more than 1.5, could be regarded as 
good or reasonably good. In the inte- 
lest of thorough discussions, it would 
have been better it the seminar had 
tw'o or three papers instead of the four 
or five per session. 


Planning for Performance in Banks 


Kalyan Banerji 


Planning, co-ordination and control of an enterprise above a size gets beyond the scope of any in¬ 
dividual or group of individuals at the top. It then becomes necessary for the management process to 
rely on concepts of scientific management. This has not happened even in the big banks: as a result, 
banks have tended to develop into spongy organisations where pressure applied at any point diminishes 
as it travels through the different organisational levels, each level acting as a sponge to absorb some of 
the pressure. 

The present planning process in banks perpetuates this situation. In the best of situations business 
planning after a fashion takes place at the Head Office. At the start of the year, the Chief Executive 
decides that the bank should increase its deposits by ‘x’ per cent. This is arrived at by extrapolating 
tHe historical rate of accretion of deposits in the bank and the hanking system as a whole. As a 
measure of bankers’ abundant caution, a cushion is added before the target figure of increase by ‘x’ per 
cent is arrived at. This is then distributed among the regional heads of the bank. The regional heads 
in turn distribute the target to the branches under their control. 

Business planning in banks has, as a result, lacked a disciplined methodology, a logical system and a 
precise definition of terms. There is no resource planning relating to branch expansion programmes. 
Every new branch is opened in a crisis. Planning for deposits and advances is also limited to what needs 
to be done and not how plans are to be achieved. 

This paper discusses the application of an integrated approach towards performance planning in 
banks. 


AS 1970 came, to a close the achieve¬ 
ments of public sector banks were ag¬ 
gregated. Deposits increased by over 
16 per cent and advances by 24 per 
cent. Priority sector advances expand¬ 
ed twofold and accounts of neglected 
sectors increased fourfold. Upwards of 
a thousand new branches were added 
to the nationalised banking system. 


What has been the extent of planning 
and involvement of employees behind 
these impressive accomplishments is dis¬ 
cussed in this paper. An attempt is 
made heic to examine the wcaknes.ses 
of the planning eflort within the units 
in the nationalised banking system. 
This comprises Part 1 of the paper. In 
Part II is discussed the application of 


an integialed airproach towarrls jici- 
tormance planning, better known a.s 
Managctn nt by Objectives. 

I 

Weakncs.ses of Planning 

Banks now constituting the nation¬ 
alised banking system were founded 
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and .shaped I)y individuals with an on- 
tioprrneuiial vision, willi personal in¬ 
volvement in success and with the 
drive and ability to obtain lesults. .Such 
men, presumably, did not nipiire any 
plannin)' exercise to piriede deeision- 
niaking. Theii eonliibiitiiiii in the e.irly 
stages o( banking developnient was va¬ 
luable. In the .siibse(|nent phases it 
became neiess.iiy to stieiigthcn intui¬ 
tion with a inoie s\.steinalie examina¬ 
tion 111 allein.ilive eoiiiscs of action. 
Progress and incMase in profitability 
aie not aibieved by businesses which 
avoid eon.stant probing of their .strengths 
and ueakni’sses. I’lanniiig, co-ordina¬ 
tion and control oi an enterprise above 
a si/,e gels beyond the scope of any 
individual oi group ol individuals at the 
toj). It then becomes necessary for the 
iiianagenienf proce.ss to rely on con- 
eepl.s ol seientiiie managein<-nt and less 
on ‘rnli' ol thiiiiib'. This has not occur- 
led even in big banks, though manage¬ 
ment science is really th<‘ science of 
size. As a conseipienee banks have 
tended to devrlop into .spongy organi¬ 
sations where inessuic applied .it any 
point diminishes as it travels thiough 
the organisational levi’ls, each level act¬ 
ing as a sponge to absorb part of the 
pre.ssnte.' 

It is not siirpiising therefore th.U in 
many instances objectives set by top 
management arc not achieved because, 
somewhere flown the line, officers have 
failed either to identify their contribu¬ 
tion or laeketl the ability to plan and 
loliow thiough the changes needl’d. 
Freijuently they lail to surmount ob¬ 
stacles or to inform highei management 
ol them, so that appropriate action 
eonid be taken. 

lIlCAl) OJ'IUT Ai'I'AIB 

The piesent planning process in banks 
peipetii.iti’ this situation. In the best of 
sitii.itions business planning after a 
lasinoii I,ikes place at Head Office. At 
the st.iil ol a sear, the Chief Executive 
decides that the bank should increase 
its depieiis 1)\ '.X' pia cent. This is ar¬ 
rived at In esti.ipolating the historical 
rate ol aeeietioii ol di'posils in the bank 
and the i.ile ol de|iosils growth in the 
banking sssti ni Xs a measure of bank¬ 
er's abundant eaulioii. .1 cushion is add¬ 
ed belore the target ligiire ol increase 
by ‘X’ per cent is ariived at. This is 
thin distributed aiiiimg the Itegion il 
Heads of the b.mk. The Itegnmal Heads 
III turn distnbiite the l.tiget to blanches 
iintlei tlieii eoiitiol. 

Diaiich Agents therelorc receive a 
deposits taigel to be reached at the 
yeai-eiul. lii the lunnulatiou of this 


target the Agents play no part. To this 
inocc.ss ol target .setting has been added 
l.itteily, targets for advances. Targets 
III lespecl of priority sectors, viz, .small- 
scale industiics, small btiriowers and 
agiicultiiiists have been banded out to 
Branch Agents. 

The business plan is then a bluc- 
piint profliiced at the Head Office with¬ 
out involvement ol the people who will 
coiitiibiite to achievement of the results. 
The laigets ol deposits .and advances 
which the Head Office establishes for 
legions .ind branches an- in fact a fore¬ 
cast. A target is what a bank wants to 
happen. A loreeast is what it expects 
will happen.- To achieve a forecast 
is excellent only it that forecast is also 
the target. There aic no formal proce¬ 
dures relating to the comparison ol 
planned and achieved business per- 
lormaiiee. In the absence of periodical 
ri'view it is not possible to ascertain 
why braiiehi's l.iil when forecasts are 
not adiieved. Moreover, the separation 
ol planning lioin doing has resulted in 
lack of commitment, reluctance of 
Blanch Agents and other levels of offi- 
eei.s to dll eel theii eneigics towards the 
attninmeiit ol business objectives. Tra¬ 
ditional bank e\<‘culives are therefore 
piiz/.led as to w h\ oilics’rs do not res¬ 
pond to cash menitives for new depo¬ 
sit accounts 01 to .shields for highest 
ileposit mobilisation. Branch Agents are 
not certain whether they arc expected 
to inciease deposits oi .advances or hold 
union trouble at bay or sati.sfy customer 
demands. They lament that impossible 
tasks are set for them W’ithout adequate 
manpowci lesoiiices. without adequate 
authoiity to take decisions. 

Bu.sines.s ]>lanrmig in banks has theie- 
lore lacked any disciplined methodolo¬ 
gy, a logical sysli'in and a iirecise defi¬ 
nition ol teinis, Tlicie is no resource 
planning lelating to br.uich expansion 
piograinine. Evi'iy new' branch is 
opened m a crisis. I’lanning for depo¬ 
sits and advances is also limited to 
what lu'cds to be done and not how 
plans are to be aehii’ved. Efforts to 
achieve the deposits target gather up in 
June and December. Successful orga- 
iiisutioiis obtain lesiilts year in and out 
with little excitement and little crisis. 
Banks how'cver live Irom one crisis to 
the next crisis 

II 

Performance Planning 

rl.iimiiig IS the proce.ss of determin¬ 
ing where a liank is, where it wants to 
go, when it wants to arrive there, how 
it w'ants to travel, and how much it is 


willing to pay to get there. It is here 
that Management by Objectives has va¬ 
luable .application in banks. Manage¬ 
ment by Obji’r-tives (MBO) is the name 
given to a system of management which 
.seeks to iiili'grate a company’s need 
to cluiify aiul achieve profit and growth 
targets with the needs of its individu.d 
managers to make a positive contribu¬ 
tion to company results, whilst deve¬ 
loping Ihciii.sclvcs as managers. A ina- 
nagiT is lieic imdiTstood to mean any 
officer who is .iccoiintablc for the per- 
fonnance of .siiboi dinalcs. I’etcr Druc- 
kcr who first u.scd the phrase ‘Manage¬ 
ment by Objectives’ described it as a 
system whieli “tells a Manager what he 
ought to do”. “The iiroper organisa¬ 
tion of his job en.ibles him to do it. 
But it is the spirit ol the organisation 
that deteinmies whether he will do it. 
It is the spiiit tliat motivates, that calls 
upon a man's leserves of dedication and 
effort, that decides W'liether he will 
give his best 01 do just enough to get 
by".-'* 

To aebieve satistactory introduction 
of MBO ill liaiiks, six basic conditions 
need to be liilfilled. First, a clear state¬ 
ment ol objectives at all levels in the 
bank. Second, identification of areas 
for priority action in achieving these 
objectives. Thiid, the need to measure 
lealistic levels of performance in priori¬ 
ty tasks willim the .selected iiriorily 
areas, i e, standards of performance. 
Howevei, deciding on targets is not in 
itself enough. Fourth, it is necessary 
to design action plans for achieving ob¬ 
jectives. Fifth, control information for 
eompai i.soii ol planned W'ith actual per- 
lormance. Sixth, a systematic means of 
handling siiggr-stions ior branch or re¬ 
gional irnprovemeiils which may require 
action outside the Manager’s authority. 

Sei'iinc Oujijciix'f.s 

A fiiuineial planning .system based on 
these concepts is presented in Diagram 
1. The first task is to establish the 
bank's objective's. Objectives arc deci¬ 
sion rules which niable management 
to guide and measure the bank’s per¬ 
formance toward its purpose.* An ob¬ 
jective is a slaleiiient of the desired or 
needed lesult to be achieved by a speci¬ 
fic time.'’ It is characterised by three 
teatures. It should he challenging. It 
should be linked with higher and larger 
ohjeetives. Finally, it should reflect im- 
incdiati’ priorities and needs. Objectives 
are not goals. Coals represent the pur¬ 
poses lor which a honk exists, viz, 
“banks serve to satisfy the community’’. 
Objectives, on the other hand, are state¬ 
ments of specific targets to be achiev- 


1046 



ECONOMIC AND POLITICAL WEEKLY 


May 22, 1971 


Diagram I: Financiai. Planning System 




Xs-sutuplioii: Bank is oiganisfcl with thicc Ifivcls, iBiaiicli, a gioup ol blanches under a regional Manager, and a group of 
legional Managcis under a Zonal head. 


<'d or betteied within staled periods of 
time. 

What IS oni ii'al business? Mo.st 
bankers resjiond liy staling that boirnw- 
ing and lending aie a bank's business. 
Banks eontiniie to believe that they are 
only in Ihe boiiowing and lending bu¬ 
siness. Beeogiiilion of banks as niar- 
ki'teers of a package ol financial seivi- 
ces is lagging." A x^ioniinenl iiassenger 
.shiiiping coinjians' in Europe, when 
adopting MBO. concluded that it was in 
tianspoit business. As a lesult of a 
searching analysis it derided that enter¬ 
tainment was its business. Consider the 
air travel Inisiness. Once flying was 
simply a rnattei ol getting from lierc to 
theie. Belore long, the aiiliues began 
to foinpele on the basis of stewardes¬ 
ses, food, luxuiious surroinidings and in¬ 
flight movies. The TWA iiassenger can 
now choose u “Boman” flight on which 
the stewardesses wear togas or choose 
the “olde English" flight on which the 
decor re-creates an English pub atmos- 
jiheri'. Airlines are no longer therefore 
selling tiansportation, as such, but a 
carefully designed psychological pack¬ 
age.’ Such an exercise leads to strate¬ 
gic planning which deals with future 
markets: planned return on funds from 
individual blanches and .services; mak¬ 
ing new seivices-inix such that loss 
< aniing services are more than compen¬ 
sated by revenue earning services. Stra¬ 
tegic planning provides a broad concept 
of a firm's business, sets forth specific 
guidelines by which the firm can con¬ 


duct its se.iich loi business opportuni¬ 
ties and supplements the firm’s objec¬ 
tives with decision roles which narrow 
the firm’s < hoice ol busini ss opportuni¬ 
ties.* Fioni a sliategic plan, flows bu¬ 
siness objectives Business objectives of 
a bank reiiieseiited in diagr-un I flow 
liom an aniiKsis of xiioblcins and factors 
iiiHuencing peiloiniance leprescnled by 
a strati'gic jilan. 

Kl\ Re.sult Areas 

The ne.xt step is to identity areas of 
Xiriority action in achieving business ob¬ 
jectives which involves a process of 
identifying key lesult areas. Key result 
area is a teini applied to a grouiiing of 
nianagenienl activities having a coin- 
inon ininiose ol pioducing an end re- 
.siilt which has an important, even cri¬ 
tical, bearing ini the current and futuie 
perlorinance ol the bank. (Contributing 
to key result are.is there au' subsidiary 
key tasks. .\ii illustiation of this rela- 
tion.ship is presented in Diagram II. Key 
tasks ar<' piioiitv tasks designed to faci¬ 
litate achievement of the, key result 
ureas. Foi example, the key ie.sult 
area ‘inciease in income’ might have as 
its key tasks: to ineiease rates of com¬ 
mission and to ineiease rales of inle- 
lest charged. .Specific key result areas 
and key task; may be, selected by Re¬ 
gional Managers for action in branches 
under then contiol. Similarly, Branch 
Agents will also select key result ariMs 
and key tasks relevant to a branch. All 


such tasks aii' leeorded in the Manage¬ 
ment (ill de in which each officer aua- 
K'ses ami agiees with his superior on 
the ke\ result areas and key tasks and 
standaids of xrcrforniance iclating to his 
li.iiticulai job and the siX’cifie actions 
he jilaiis to take to improve his perform¬ 
ance. 

A maiiagciiK-iit guide is a record of 
jiiiority objectives and the means by 
W'hieh the achievement of these objec- 
tivi-s can be nieasmed m such a way 
that the ollieei is eomniitled to taking 
the iieiessaiN action I'iach officer also 
(haws U|i a Job Improvernent Plan, the 
jiiiriiose el which is to recoid agreed 
action to l.icilitate the attainment of 
ciiircnt objectives, oi to make it possible 
(oi higlici 111 iiioic clcaily defined iib- 
jcctivcs to be set in liiturc. It also de¬ 
tails how laigcls will be reached wheie 
this involves an imxnoveinent over ex¬ 
isting iieifoiiiiaine, or recpiires positive 
.utiiin to iiiaiiitaiii a currently good si- 
liiation. 

The secjiinice in aiiplying MBO in a 
Bank itiereloie begins with a statement 
ol the goals of the enterprise. This per¬ 
mits the definition ol the functions 
which must be iierfoinied to meet these 
aims and ol the organisational structure 
re(|iiired to pel form iheni. Major ob- 
ji'ctives lelating to a specified period of 
time are llieii det rmiiied lor the bank 
as a whole and tor its regions and bran¬ 
ches, these can then lie divided into a 
liK'rarchy ol sub-objectives for each re¬ 
gion, branch, department. 
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Pi,ANN'iNG Cycle 

An illustrativu process of planning 
ior pciformancc in a Bank is presented 
in Diagram III. A policy document is 
approved by the Boaid in August of 
each ye,ar. It descrilx-s the Hank’s ob¬ 
jectives for the corning year. Each level 
of managi'inent then consider what con¬ 
tribution it can in.ikc towards the achi¬ 
evement of the obji-etives. The Regional 
Managers then agiee with their Gene¬ 
ral Manager on the regional objectives. 
Branch Agents are then asked to set 
their l.ngets. In this m.inner it will 
be possible to arrive at a plan for each 
section, i e. branch, region and the bank. 
Management guides and job improve¬ 
ment plans are written for all managers; 
a manager is defined here as any officer 
who IS accountable for the performance 
of siilioidinates. Co-ordination of the 
aims of these managers with the over¬ 
all purpo'e of the bank is achieved 
through the developinenf of manage¬ 
ment guides. 

For evample, the inajoiity of aims 
estubli.shed in tlu' maiiageiiient guide of 
a Regional Managei will appear in a 
subdivided form ns (be aims of his im¬ 
mediate subordmales. the Branch 
Agents and tiepailineiital officers. In 
other wolds, the Regional Manager’s 
objectives aie lU'cessaiily the sum of the 
objectives of his .subnidinates plus his 
own contribution. ’I'he obj^'ctives of the 
Blanch Agents arc, in turn, .subdivided 
to form the objectives of their immedi¬ 
ate subordinates. The pioce.ss is continu- 
cil down the line until the first line of 
management or supervision is reached, 
'rhus, the objectives at any one level 
contribute rliiectly to the achievement 
of oliji'ctives at the next level up. 

The process ol MHO as presented in 
Diagram III involves lour management 
proce,sses • planning, organising, moti¬ 
vating, controlling. I’lanning involves 
deciding what to ilo. Oiganising con- 
si.sls ol setting np tlie means for achiev¬ 
ing olijeetives. Motivating involves 
creating the eunditions in which people 
will want to achi<-ve. I''inally, through 
eoiitiol proei'cluies, progress is monitor¬ 


ed agaiiet plan and deviations correct- 
e<l. The following table sets out the 
interrelationships between the manage¬ 
ment pioeess and the planning docu¬ 
ments. 

I’AimcirA'iivE Planning 

The planning process represented by 
Management Iiy Objectives integrates 
jilanning and doing. In other words. It 
not onl>- plans for what is to be achiev¬ 
ed hilt also how it is to be achieved. Ex¬ 
isting planning process in banks excludes 
the planning of performance. This is 
based on eeitain assumptions of work¬ 
ers’ attitude towards the job. Manage¬ 
ment assumes that workers avoid res¬ 
ponsibility and are unwilling to work. 
The logical managerial behaviour which 
flows from this set ol assumptions is 
that workers have to he cajoled or forc¬ 
ed to work through using "the carrot or 
the .stick’'.” III such a situation business 
laigi-ls conceived at Head Office are 
inipo.seil on Hegional Managi'is who in 
turn impose these targets on their bran¬ 
ches. Thc‘ view here therefore is that 
theie is one central source of legitimate 
authoiity w’lthin the Bank and its tar¬ 
gets must be accepted. This unitary 
view ol organisation has caused incalcu¬ 
lable damage and conflicts in work en- 
viiomneiit in banks."* A more convinc¬ 
ing approach is the view that a bank is 
a plural society of men containing many 
lelated but separate interests and ob- 
jeetives which must be maintained in 
some kind ol e<|iiilibriuni.^*' This is 
achieved by the Management by Ob- 
ic'elives .i))pioaeh which integrates the 
iicecls ol a bank w’ith those of its em- 
pliwec-s. ManagiTs are considered to 
have five basic needs which require to 
be satisfic'd tci enable them to do their 
job ill the best possible manner.*® How 
these nec'cls are satisfied l>y the planning 
luocess alieacly described is explained 
ill Table 2. 

The Muiiagenient by Objectives ap- 
piiiaeb tlierc'fore integrates all processes 
ic<|uiic'cl in managing a successful 
banking business and deals with proces¬ 
ses such as business planning, recruit¬ 


Di.scicsm II' Main OnjEcnvE.s and Piunc.u’ai. Kli Result Areas 



Iaprov*a*Rt la th« uaa of boek aarvleaa 
Expand branch network 
laprOronant In ouoteaar oarvlco 
Introduction of bow oorTlewa 
Incrwato In toooww troa unw of roooorooa 
Aohlovoaont of odalnlstmtlwo proiraaaoa 
Malntolnlog public roponslblllty 
laprovoBont In coot eontolnaoBt 
laprovoBcnt la aralloblllty of quality 
of otaff 

laprowoacnt lo otfloors' porforannea 
laprovoBont In eldrlcal porforaaaeo 


ment, placement, training, appraisal, pro¬ 
motion, manpower planning, job evalua¬ 
tion, branch evaluation and work sys¬ 
tems, such that they contribute towards 
the achievement of business objectives. 
Frcciuently. management consultants re¬ 
commend to ailing enterprises: Change 
the organisation structure or redesign 
appraisal system or alter sy.stems of 
work. .Such partial approaches have 
failed. What Management by Object¬ 
ives ii'pie.sents is a total approach to¬ 
wards management of change. 

The benefits of Management by Ob¬ 
jectives in banks go beyond providing 
a system of managerial control based on 
personal aet'otintability. There are the 
benefits of establishing priorities for 
action and of allocating individual res¬ 
ponsibility for sei'ing that action is 
taken, ol introducing participative ma- 
nagcinenl. 


('i.AHiTS' Ol-' Objectives 

AjTjilie.ition of Management by Ob- 
jei'tivt's is always a difficult and lengthy 
task. It lequiies, at all levels of Ma¬ 
nagement, an understanding and ac- 
ci'pfcinee ol the pnrjToses and proce- 
dmes ol the leclmiqiie, a willingness 
lo aei'i'pt per.sonal accountability and 
involvi'iiient in the idciitificution and 
vigoioiis jHiisiiit ot the aims and ob¬ 
jectives of the organisation. Applica¬ 
tions have been successfully made in 
industi)'.*'* Two factors have facilitat¬ 
ed its introduction. Most industrial cn- 
terpiises shau' a eoinmon aim which 
('an be expie.s'cd as using le.sources to 
niaxiimiiii advantage in the long run 
and lienee objectives can be directly or 
indirectly related to the ultimate test 
of profitabilits. Secxmdly, application 
of iiianag'. ment control techniques has 
provided for the more progressive en- 
teriniscs a management environment 
which is aeciistoiin d to the concept of 
individual accountability and to setting 
standaids of performance and compar¬ 
ing aehievenient with them. 

Banks bc'sides dealing with people, 
dt'al with money. Notwithstanding na¬ 
tionalisation, they arc expected to use 
resouiccs ('fficiently. Banking is first and 
lore«m)''t based on public confidence. 
No government can push public confi¬ 
dence too far and get away with it. 
After all bank deposits are only one 
form of financial assets. If profitabili¬ 
ty cannot be inairitaiTied and improved, 
nationali.sed banks like other public 
sector units arc likely to lose public 
respect. Sooner or later employees will 
sense their loss of public respect and 
match it w'ith loss of self-respect. Effi¬ 
cient use of resources and social ob- 
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Diagram III: Puannino Cycxe 
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jectives are not irreconcilable. What is 
required is a clear .statenienl of object¬ 
ives that banks need to fulfil in order 
that the hierarchy of objectives is clear 
to all levels of managetnent within a 
bank. 

Public sector units have too often 
suffered from equivocal objectives. It 
was aince felt that their major responsi¬ 
bility was to provide the best iJOSsible 
amenities for workers. High wages and 
increased fringe benc-fits have been paid 
conse<iuently. Then again there was 
the feeling that it was not the profit 
but selling the product cheap to the 
consumer that was a major responsibi¬ 
lity. However, lately, profitability as 
an important criterion of management 
has been recognised in Europe'* as 
also in India. To the extent public sec¬ 
tor units do not earn a return on their 
iunds employed, more revenue needs to 
be raised through fiscal measures. Pub¬ 
lic sector units need to make an over¬ 
all profit though individual services and 
products may make a loss given social 
objective.s. Management by Objectives 
provides an approach for achieving this 


end. Hanking units in the UK are also 
inciciisingly adopting this approach.^ 
Management by Objectives is therefore 
no more diificult to apply to service 
industiies like banks than to manufac- 
tuiing indu.stries. 

Nruiu Foil Management Heform 
In the first eighteen montlis of na¬ 
tionalisation, on an average, as many 
as 14.'i new branches have been open¬ 
ed evei>' month. This represents near¬ 
ly a twofold increase over the rate of 
branch expansion during early part of 
19(i9 and a thiectold increase over the 
rate of branch expansion during 1968. 
.Such exiiansion has few parallels in 
histoiy. Most banks have outgrown 
their original organisational .structure. 
Planning, contiol and co-ordination of 
the size that banking units have reach- 
etl is beyond the scope of any indivi¬ 
dual or group of individuals at the top. 
Y'et there is scant acceptance that un¬ 
less management of banks is altered to 
new needs, achievement of social ob¬ 
jectives of banking will be in danger. 
Bonks have been slow to introduce ma¬ 


nagement techniques notwithstanding 
the changing environment. One major 
explanation is that traditionally, banks' 
stall have not included executives with 
tiaiuing which allowed either appraisal 
or even eoiitaet with the newly deve¬ 
loped mauageiiiciit techniques. 

Executives aehieve jiosition by de¬ 
monstrating eompetenee as operating 
managers, by dealing successfully with 
transact iunal matters. With the de- 
luauds ol a new position, there is un¬ 
willingness to change. And the execu¬ 
tive keeps on doing 'vhat he has dune 
.successfully befoie h<' moved to the new 
position."' Leadership-size salaries and 
leadership have therefore not been re¬ 
lated in banks. Executives are unable 
to introduce in bunks the participative 
management approach which relies on 
the utilisation nl work groups as prob¬ 
lem .solving and decision-making units. 
By pulling over themscivi's the hood of 
excessive pajvr woik belonging to lower 
levels ol management bank executives 
avoid the hard ta.sks ol management. 
Such executives are also unable to use 
the specialised departments that are a 
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m-w feature of hanks. New ilepartments 
are a facade of new thinking which is 
only siiperlicially accepted vvfiilst the 


real j(jh of running the banks continues 
as la-lore. Social objectives of banking 
cannot be achieved through circulars. 


Tabij; 1: lNTER-nEi.AiK>Nsnir.s Between Manacemevt I»nocESSEs and 
I’ l-ANNiNc Documents 


Management Process Plaiiniiig lYoccdiire 

Planning Document 

(1) Planning 

Management Planning 
Document covering ba- 
lanee-sbcet and profits 
and loss items 

In August each year, the Chief Ex¬ 
ecutive issues a policy statement. 
This is developed at each subsidiary 
executive level until it reaches bran¬ 
ches. On receipt of the policy state¬ 
ment, annual plans are prepared for 
a 12-nionth period. Each contribu¬ 
tion IS voluntary — not a dictated 
targi't —, although the policy state¬ 
ment will indicate areas for improve¬ 
ment. Plans are collated at each ma¬ 
nagement level to form the overall 
bunk plan. 

(2) Controlling 

Management Control 
Document 

A flocunu-nt giving compari.son of 
actual results with the targets set in 
the annual plan and indicating vari¬ 
ance from target and specifying ac¬ 
tion taken and required. 

(3) Organising 

Management Guide 

The purpose of a management guide 
is to clarify and agree with .superior 
on overall job purpose, organisation, 
key results areas, performance stand¬ 
ards. 

(4) Motivating 

Job Imimivement J'lan 

A job improvf'ment plan is used to 
set siMX'ific objectives within a cleiin- 
ed jieriod, e g, six months. Details 
of uetioii rciimred are included. 


Self-Perf ormanci 

Review 

A ri-view of performancx' takes placx* 
evi'iv six months by the job bolder 
with his immediate superior. 


Tahi.e 2: SAnsFACTioN or Manaceb's Needs 


Manager's Need How Met 


(1) Tell me what you expect of 
me 


(2) Give me an opportunity to 
pcribrm 


(3) I^i't me know how I am get- 
ting on 


(4) CJive me guidance wlu-n I nee<l 
it 


(5) Rewurcl me according to my 
contribution 


(.i) By drawing np management guides, 
manugeis eKuiiy their understanding 
ol their job. 

(b) By preparing and agreeing with 
th<-ii snpenuis. annual plans and job 
improveinent plans in line with 
oveiall polic>’. th»-y establi.sh clear 
targets. 

in drawing up the management guide 
tli<- manager has the opiwrtunity to dis- 
(iiss his orgaiiisationul structure and li¬ 
mits ol aiithoiity. In preparing the job 
nnprovemeiit plan the manager can 
uhmtiis constraints as well as s<‘t out 
action for iinpioveincnt. 

liiiormation Irom the management con¬ 
trol document and performance reviews 
enables inanageis to iletennine their 
progr«-ss against targets and improve¬ 
ment pl.m objectives. 

Having assessi-d performance, a mana¬ 
ger completi-s a .self-performance re¬ 
view. In this he identifies his training 
licet Is. 

.\iter twti self-performance reviews are 
completed, the results lorm part of the 
annual staff appraisal. 


wtiak organisation structure, ineffective 
credit control systems and executives 
singing forced hallelujahs. 

As the need to reform hank manage¬ 
ment grows, the possibility of doing so 
recedes. Management always occurs in 
an organisation, whether or not the 
executives manage. When executives 
abdicate, other forces move in and take 
over. When this oc;ciirs performance 
becomes increasingly difficult to 
achieve. Evidence of this in banks is 
increasing. Hesort has then to be 
made to glossing over failures, creating 
Iragile images on manipulated data. 
The lear is that onec banks reach a 
condition of rigor miyrtis, no amount 
of corr<‘ctive therapy will be useful. 
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ANNOUNCEMENT REGAKDING THE ISSUE OF EQUITY AND PREFERENCE SHARES 

THIS IS ONLY AN ANNOUNCEMENT AND NOT A PROSPECTUS 

Persons interested in full details may obtain conies of the prospectus and application forms from the brokers 

and bankers mentioned below. 


THE SUBSCRIPTION LIST WILL OPEN AT COMMENCEMENT OF BANKING HOURS ON TUES¬ 
DAY, 25TH MAY 1971 AND CLOSE AT THE CLOSE OF BANKING HOURS ON MONDAY, 31ST 
MAY 1971 OR EARLIER, AT THE DISCRETION OF THE DIRECTORS, BUT NOT BEFORE THE 
CLOSE OF BANKING HOURS ON THURSDAY, 27TH MAY 1971. 


SWADESHI POLYTEX LIMITED 

(Incorporated under the Companies Act, 195fi) 

Registered Office: KH-257, Kavinagar, Ghaziabud, UP. 


HISTORY AND BUSINESS 

The Company which has been promoted by The Swadeshi Cot¬ 
ton Mills Company Limited, Kanpur, one of the leading textile 
manufacturers in India, was incorporated on 21$t March 1970 
and received a certificate of commencement of business on 
9th July 1970. The objects of the Company are to cany on 
the business of manufacturing, processing and selling of synthetic 
fibres, organic and inorganic heavy chemicals, fine chemicals, 
dyestufts and resins. 

The Company has obtained an industrial licence for the 
manufacture of 6,100 tonnes per annum of polyester fibre at 
Ohaziabad, near Delhi. Polyester fibre, a leading man-made 
fibre, was commercially developed by Imperial Chemical 
-Industries Limited, U.K. under the name of “ Terylene ” and 
by Du Pont of U.S.A. as “Dacron”. Polyester fibre is now 
recognised a.s amongst the most versatile and useful of textile 
fibres. The demand for polyester fibre in India is very much 
in excess of supply. 

The Company has entered into an agreement with Vickers- 
Zimmer AG, Frankfurt, West Germany for the purchase of 
machinery, equipment and technical know-how. Vickers- 
Zimmer is a specialist in the design and supply of plant and 
machinery for the manufacture of synthetic fibre and has de¬ 
signed, fabricated and erected plants for leading manufacturers 
in more than thirty countries in the world. Tata Consulting 
Engineers have been retained to supply detailed design and 
engineering services based on the technical information provided 
by Vickers-Zimmer. They will provide assistance and super¬ 
vision in procurement, construction, start-up and acceptance¬ 
testing of the plant. Siemens India Limited will be responsible 
for the supply of electrical instrumentation and control faci- 
litiM for the plant. A project manager with several years’ ex¬ 
perience in the chemical industry and who was until recently 
employed in the polyester fibre plant of Du Pont, U. S. A., 
has joined the Company. Some senior technical personnel 
have already been recruited and other executives will be recrui¬ 
ted in due course and trained by the Company's technical 
collaborators. 

The Swadeshi Cotton Mills Company Limited has been 
allotted Rs. 1,00,00,000 face value of equity shares and the 
directors, nomineesand associates have been allotted Rs. 65,00,000 
face value of equity shares. 


Other a-ssets . 20 

Preliminary, pre-operative and issue expenses .. 48 

Interest on loans and on deferred payments during 
construction period, mortgage expenses, etc. .. 70 

Contingencies 47 

Working Capital . 222 


TOTAL .. 1272 


The total foreign exchange cost (including insurance and 
freight) is estimated at Rs. 229 lacs. 

SOURCES OF FINANCE 
The project is being financed as follows; 

Rs. lacs 


Equity share capital . 330 

Preference share capital . 110 

UPSIC deferred credit on land . 18 

Term loans/debenturcs. .. 649 

Cash credit facilities from banks . 165 


TOTAL .. 1272 


SHARE CAPITAL 

AUTHORISED Rs. 

75,00,000 equity shares of Rs. 10 
each 

2,50,000 redeemable cumulative 
preference shares of Rs. 100 
each 


Rs. 


7,50,00,000 

2,50,00,000 


10,00,00,000 


ISSUED, SUBSCRIBED AND 
PAID UP Paid up Face value 

4,00,000 equity shares of Rs. 10 
each allotted to subscribers to 
the Memorandum, directors, 
nominees and associates, which 

have been fully paid up .. 40,00,000 40,00,000 


COST OF THE PROJECT 

The total cost of the project is estimated by the Directors 
at Rs. 1272 lacs as follows: 

Rs. lacs 

Lartd and site development . 26 

Buildings .. ., 93 

Plant, machinery and equipment . 746 


2,50,000 equity shares of Rs. 10 
each allotted to directors, nomi¬ 
nees and associates on which 
Rs. 5 per share has been paid 

up 12,50,000 25,00,000 

10,00,000 equity shares of Rs. 10 
each allotted to The Swadeshi 
Cotton Mills Company Limi- 
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ted on which Rs. S per share 


has been paid up 

50,00,000 

1,00,00,000 


1,02,50,000 

1,65,00,000 

The balance of Rs. 5 per share 
on the partly paid shares will be 
called up along with the calls on 
the present issue to the public. 
PRESENT ISSUE TO PUBLIC 
16,50,000 equity shares of Rs. 10 
each for cash at par 


1,65,00,000 

1,10,000 9.5% redeemable cumu¬ 
lative preference shares of Rs. 
100 each for cash at par 


1,10,00,000 

TERMS OP PAYMENT 

Equity 

2,75,00,000 

Redeemable 


shares 

cumulative 


Rs. 

preference 

shares 

Rs. 

On application 

2.50 

25.00 

On allotment 

2.50 

25.00 

By two equal calls to be made 
aimultancously on both equity 
and preference shares by the 
Board of Directors on or after 
1st October 1971 with an inter¬ 
val of not less than two months 
between the calls 

5.00 

50.00 


10.00 

100.00 


Note: The balance amount, if any, paid on application will 
be adjusted towards the amount payable on allotment 
of shares actually allotted to the applicant concerned. 

Failure to pay the amount due on allotment or call will 
render the shares, including the amount already paid up on 
them, liable to forfeiture. 

DIRECTORS 

SHRI SITARAM JAIPURIA, M.P., 

Chairman and Managing Director 
Swadeshi House, Kanpur-1. 

SHRI RAMNIWAS RAMNARAIN RUIA 
Industrialist 

Rnia House, Mount Pleasant Road, 

Malabar Hill, Bombay-6. 

SHRI CHANDRA KISHAN DAPHTARY 
Ex-Attorney General of India 
Senior Advocate, Supreme Court 
A-8. Maharani Bagh, New Delhi-14. 

SHRI DEVDATT PURI, M.P.. 

Imbistrlallsl 

Sanawati House, Yamuna Nagar 
(District, Arabala, Haiyana) 


DR. PALAMADAI SAMU LOKANATHAN 
Economist 

62, Srinagar Colony, Madras-15. 

SHRI RANADEB CHAUDHURI 
Barrbter-at-Law 

34, Ballygunge Circular Road, Calcutta-19. 

DR. RAJARAM JAIPURIA 
Industrialist 

Swadeshi Hou.se, Kanpur-l. 

H. H. SIR YADAVINDRA SINGH. G.C.I.E.. G.B.M.E.. 

Mahendra Bahadur Maharajadhiraj of Patiala 
Financier and Landlord 
Motibagh, Patiala. 

SECRETARY AND FINANCIAL ADVISER 
SHRI FRAMROZE RUTTONJI BHESANIA 
KF-80, New Kavinagar, Ghaziabad. 

PROJECT MANAGER 
SHRI ASHOK K. NEWATIA 
KF-80, New Kavinagar, Ghaziabad. 

REGISTRARS TO THE ISSUE 
APOLLO SECURITIES PRIVATE LIMITED 

14, Rampart Row, 

Bombay-1. 

AUDITORS 

S. VAIDYANATH AfYAR & CO., 

3, Tbapar House, 124, Janpath, New Delhi-1. 

B. CHHAWCHHARIA & CO., 

33, Netaji Subhas Road, Calcutta-1. 

SOLIOTORS 

MULLA & MULLA & CRAIGIE, BLUNT & CAROE, 

SI, Mahatma Gandhi Road, Bombay-1. 

KHAITAN & CO., 

Himalaya House, Kasturba Gandhi Marg, New Delhi. 
UNDERWRITERS 

The proposed public issue of 16,50,000 equity shares and 

I, 10,000 9.5% redeemable cumulative preference shares lyas 

been underwritten as follows: ' 

Name Equity Preference 

Rs. Rs. 

Industrial Development Bank of 


India . 

35,00,000 

35,00,000 

Life Insurance Corporation of India 

20,00,000 

35,00,000 

The Industrial Credit & Investment 
Corporation of India Limited .. 

15,00,000 

20,00,000 

U.P. State Industrial Corporation 
Limited. 

15,00,000 

10,00,000 

Industrial Finance Corporation of 
India . 

20,00,000 

. 

Unit Trust of India 

10,00,000 

10,00,000 

National and Grindlays Bank Limi¬ 
ted . 

12,00,000 


The New India Assurance Com¬ 
pany Limited . 

5,00,000 

. . 
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Hercules Insurance Con^MUiy Limi¬ 
ted . 

ASd^ooo 


Dhirajlal Maganlal Purshotamdas 

3,50,000 

— 

Batlivala & Karani 

3,50,000 

■- 

Haikisondass Lukhmidass 

3,50,000 

— 

Place, Siddons & Gough (Private) 
Limited. 

3,50,000 


Harbans Singh Mehta & Co. 

3.50.000 

— 

Paterson & Co. 

2,00.000 

— 

Lewis & Jones . 

1,50,000 

— 

Charopaklal Devidas 

1,50,000 

— 

Merwaitjee Bomarvjee Dalai 

1,50,000 

— 

D. S. Purbhoodas & Co. 

1,50,000 

— 

Chunilal T. Mehta 

1,50,000 

— 

Stewart & Co . 

1,50,000 

— 


1.65,00,000 1,10,00,000 


PRINCIPAL BROKERS 

DHIRAJLAL MAGANLAL PURSHOTAMDAS, 

Stock Exchange Building, Apollo Street, Bombay*!. 
BATLIVALA & KARANI, 

Union Bank Building, Dalai Street, Bombay-1. 
HARKISONDASS LUKHMIDASS, 

Stock Exchange Building, Apollo Street, Bombay-1. 

PLACE. SIDDONS &. GOUGH (PRIVATE) UMITED, 

6, Lyons Range, Calcutta-1. 
jHARBANS SINGH MEHTA & CO., 

33, Regal Buildings, Parliament Street, New Dclhi-1. 
PATERSON & CO., 

Vanguard House, 11/12, Second Line Beach,Madras-1. 
OTHER BROKERS : 
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LEWIS & JONES. 

Bank of Baroda Building, Apollo Street, Bombay-1. 
CHAMPAKLAL DEVIDAS, 

Bhupen Chambers, Dalai Street, Bombay-1. 

P. S. PURBHOODAS & CO., 

10/11, New Stock Exchange Building, Apollo Street, Bombay-1. 
MAHADEVIA BROS., 

Stock Exchange Building, Dalai Street, Bombay-1. 
MERWANJEE BOMANJEE DALAL, 

Allahabad Bank Building, Apollo Street, Bombay-I. 
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STEWART & CO., 

14, lydia Exchange Place, Calcutta-1. 

G. M. PYNE, 

Allahabad Bank Building, 14, India Exchange Place, Calcutta-1 
N. L. ROY & CO., 

7, Lyons Range, Calcutta-1. 

RAMNARAIN KAYAN & CO., 

7, Lyons Range, Calcutta-1. 

MURARKA BROTHERS, 

7, Lyons Range, Calcutta-1. 

CHUNILAL T. MEHTA, 

8, Lyons Range, Calcutta-1. 

BHACIRATH MURARKA, 

7, Lyons Range, Calcutta-1. 

KISHANCHAND JHUNJHUNWALA, 

7, Lyons Range, Calcutta-1. 


DeUd 

RAJA RAM BHASiN 8^ CO., 

Jewan Mansion, 8/4, D. B. Gupta Road. 

New Delhi. 

D. B. MALHOTRA & CO., 

13, Stodc Exchange Building, Asaf Ali Road, 

New Delhi-1. 

BHARAT BHUSAN & CO.. 

H-45, Connaught Place, New Delhi-1. 

JALAN & CO.. 

Stock Exchange Building, Asaf Ali Road, 

New Delhi-1. 

K. B. MALIK & CO., 

Atma Ram House, Opp. Odeon Cinema, Connaught Place. 
New Delhi-1. 

H. P. MEHTA & CO., 
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KOTHARI & SONS, 
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CHITRA & CO., 
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Hyderabad 

P. B. AFZALPURKAR, 
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FROM THE CHAIR 


Hindiistaii Lever Limited 

Past and Future 

Speech of the Chairman, Mr V G R^adhyaksha 


THE following is the Speech delivered 
by Mr V C Rajadhyaksha, Chairman, 
at the Annual General Meeting of 
Hindustan Lever Limited, held at 
Bombay on Thursday, May 20, 1971; 

This year I am departing from the 
past practice when vour Chairman 
restricted his address to a single facet 
of your Company’s activities. The end 
of one decade and the beginning of 
another marks a milestone that would 
itself justify taking stock of the enter¬ 
prise as a whole. 

In assessing the Company’s past per. 
formance and its plans for the seven¬ 
ties, I will confine my remarks to two 
questions which I feel sure are of 
interest to you. First of all in the 
face of growing concern and indeed 
in some quarters, trenchant criticism, 
about the role of large companies such 
as yours, what account have we given 
of ourselves? Secondly, m the light 
of the new industrial policy that has 
just emerged, how do we sec our 
future? 

A Review of the Past 

Oon Tradiiionai- Business 

Our traditional business has been 
largely in good quality household con¬ 
sumer goods aimed at the mass mar¬ 
ket. For instance, ’Dalda’ is not just 
an economical substitute for ghee, but 
a nutritious product in its own right. 
Similarly. ’Sunlight’, ‘Lifebuoy’, ’Surf’ 
and ’Vim’ have come to represent the 
highest standards in their product 
class. In a developing economy, where 
the accent is on production rather 
than on distribution and marketing, 
the customer’s interests have often 
been ill-.served. By contrast, a trained 
marketing organisation dedicated to 
offering the consumer precisely what 
she wants at reasonable prices has 
been an integral part of your Com¬ 
pany’s philosophy since its inception 
and remains one of its greatest 
strengths. Indeed, the emergence of 
marketing as a discipline and a socially 
worthwhile profession is something 
which your Company has done much 
to foster. 

In the field of distribution we have 
created a network which is not only 
efficient and economical, but which 
was one of the first to penetrate deep 
into the countryside using methods 
• 


and equipment which were new to the 
country. In the absence of taxation 
on agricultural incomes the sale of 
excise-bearing consumer goods in the 
rural areas is one of the few practi¬ 
cable means the exchequer has of tap¬ 
ping the weath in the more prosperous 
farming communities. 

Indianisaiion 

During these last two decades one 
of the important objectives of Govern¬ 
ment policy was to persuade multi¬ 
national companies to Indianise their 
managements. Our response may be 
gauged from the fact that as early as 
1957 we had only a sprinkling of ex¬ 
patriates and there has been an Indian 
national at the helm of our affairs 
since 1961. 

Again we were amongst the first to 
respond to Government’s desire to 
a.ssociate Indian capital with the busi¬ 
ness. Our progress in this direction 
has been limited not by any reluctance 
in principle, but because such modest 
growth and diversification as we were 
permitted from time to time could be 
financed from within and did not call 
for any widening of the capital base. 

Reseauc-h and Development and 
Imwikt Substitution 

That industries should develop an 
indigenous research and development 
base and that one of the objectives of 
such R & D effort should be to reduce 
the country’s dependence on imports 
of goods and know-how has been and 
IS one of the goals of Government 
policy. Here also I believe your Com¬ 
pany has an exemplary record. 

We concentrated our efforts on 
vegetable oils - - the principal raw 
material for the products which make 
up the bulk of the Company’s business. 
The stagnant productivity of oil seeds 
in the face of rising demand, the theme 
of your Chairman’s Annual General 
Meeting speech eleven years ago, re¬ 
sulted in a net deficit ten vears ago 
and the deficit has been growing. 
Inspite of imports amounting to over 
200,000 tonnes by Government in 1970, 
and a good oil seed harvest in 1970-71, 
prices of vegetable oils are higher in 
India than almost anywhere else in the 
world. 

With these and other problems in 


mind, a decade ago, your Company 
began investing in its own Research 
and Development facilities and to-day 
it has the largest and finest organisa¬ 
tions in its field in the country. Ohe 
of its major tasks was to discover new 
techniques for upgrading non-tradi- 
tional and inedible oils into materials 
suitable for making good quality soaps. 
Our Buying Department has played a 
pioneering role in promoting the collec- 
tion of forest seeds such as sal. The 
joint effort of these departments has 
led to an eight-fold increase in the 
consumption of non-traditional oils by 
your Company during the last five 
years. To-day only the physical diffi¬ 
culties of gathering seeds in the short 
time that is available before the mon¬ 
soon makes collection impossible and 
the low value of the by-product oil¬ 
cake are the main obstacles in the way 
of exploiting the full potential of these 
oils.' 

Perhaps our most notable success in 
reducing the need for imports of oils 
is in stimulating the mass consump" 
tion of synthetic detergent powders and 
bars which replace soap. In 1970 
alone, the synthetic detergents pro¬ 
duced by your Company saved the 
import of over Rs 3 crores of oils 
which would have otherwise been re¬ 
quired to produce an equivalent quan¬ 
tity of soap. In less than three years’ 
time, if no impediments are put in the 
way of our growth, this figure can be 
readily increased to Rs 6 crores, or 
Rs 10 crores per annum if by then 
the alkylate, which is one of the /nain 
raw materials, is manufactured in the 
country. 

Another area in which your Com¬ 
pany has taken the lead in saving 
foreign exchange is in the chemicals 
which it requires for its traditional 
businesses. Thus, by manufacturing 
nickel catalyst for its own use as well 
as for third parties, and by producing 
aromatic chemicals based on entirely 
original know-how developed at our 
Research Centre, imports worth nearly 
one crore of rupees are being saved 
every year. 

Our research activity is not confined 
to our own facilities or to our own 
products. We have for instance 
sponsored research projects in National 
Laboratories and helped our suppliers 
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to cut costs and improved the quality 
of their products with the object of 
reducing our dependence on imports. 

Exports 

The long-standing adverse balance 
of payments has been a major problem 
for the last 15 years and, besides im¬ 
port substitution, increasing exports is 
an important feature of the country's 
economic policy. In response to this 
your Company had built up, prior to 
devaluation, a substantial export busi¬ 
ness based largely on the export of 
high quality refined edible oils and 
vanaspati tailored to meet the needs 
of the importing countries. After 
devaluation such exports were banned, 
leading overnight to an almost total 
collapse of our exports. We had to 
begin building up a new export business 
from scratch and in 1970, we again 
reached the respectable figure of Rs 
4.8 crores. In doing so we have widen¬ 
ed the range of exports to include non- 
traditional items and entered new 
markets. Using our familiar marketing 
techniques we have begun the sale of 
■Hima food mixes to people of Indian 
ortgin overseas. We recently sent a 
substantial consignment of synthetic 
detergent powder to the USSR and 
hope to do so again this year. 

AGnO-jNDUSTIlli!.S AN1> AGBK.ULTUHAL 

Exten.sion 

If the recent success with high yield- 
ing varieties of wheat could be extend¬ 
ed to other cereals, especially rice, the 
day of self-sufficiency in foodgrains 
will not be far away. This has brought 
into even sharper focus the growing 
scarcity of indigenous fats and pro¬ 
teins, the other two major components 
of a balanced diet. In addition to 
finding substitutes for the traditional 
oils as mentioned earlier, we have 
succttded by our own extension efforts 
and Through the Vanaspati Manufac¬ 
turers’ Association, in stimulating the 
introduction of better seeds and im¬ 
proved agronomic practices for growing 
groundnuts, the nation's most import¬ 
ant oil seed, in many parts of the 
country. By developing techniques 
which have enabled us to become one 
of the largest users of cotton-seed oil 
in vanaspati, we have encouraged the 
diversion of cotton-seed from its un¬ 
economic use as a cattle feed, to oil 
crushing and extraction. 

'nirough our international associates 
we have access to unrivalled know¬ 
ledge and experience of modern palm 
oil plantations which if applied in 
suitable soil and temperature condi¬ 
tions can produce very hi^ yields of 


oil per acre. Such conditions are be- 
’Iteved to exist in the Andaman 
ilMaiids and we have offered to place 
at'Government's disposal the expertise 
to set up and run a plantation there. 
Immediate and urgent action both by 
the Centre and the States is however 
required if the output of indigenous 
vegetable oils is to increase at a pace 
which will allow supply to catch up 
with demand. The recent suggestion 
that Government should appoint a 
National'Commission for Oils and Fats 
to suggest the means by which this can 
be done deserves serious consideration. 

Turning to the problem of proteins, 
amongst the best and most widely 
acceptable sources of proteins in India 
are milk, eggs and poultry. We have 
helped to stimulate milk production in 
the Eiah district of UP by setting up 
a dairy to provide a steady outlet for 
the surplus milk in the area and by 
bringing in good quality buffaloes to 
improve the quality of the herds. 

We have also played a major role in 
the rapid growth of the organised ani¬ 
mal feed industry in India by formulat¬ 
ing and supplying dairy herds and 
poultry farms with high quality feeds 
backed by expert guidance in the set¬ 
ting up and operation of egg and 
broiler producing units. 

Our agro-industrial activities have 
gone further. At Ghaziabad we put 
up the first unit in India using a uni¬ 
que process for dc-hydrating peas and 
at the same time helped farmers to 
improve the yield and quality of their 
pea crops. In Assam we have taken 
the initiative in collaborating with the 
tea estates to cultivate Citronella grass 
on unused land on a scale which, last 
year, provided Citronella oil, a hitherto 
imported essential oil, in commercial 
quantities. 

Manacemknt Devulopment 

To achieve progress in all these 
directions your Company had to deve¬ 
lop a cadre of managers who were not 
only professionally competent by 
international standards, but were also 
sensitive and responsive to the nation’s 
goals and ideals. It is now becoming 
widely accepted that the principal 
obstacle to rapid and healthy economic 
growth is not so much finance or foreign 
exchange or even natural resources, hut 
the scarcity of .such managers. 

We have been privileged to play a 
small part in the development of such 
institutions as the Administrative Staff 
College of India, Institutes of Manage¬ 
ment and Institutes of Technology. 
Our contribution takes many forms — 
ranging from providing funds, to en¬ 
couraging our senior executives to 


spend a significant part of Hieir time 
in a teaching role or serving on the 
governing bodies of these institutions. 
A number of students and sometimes 
faculty members from the Institutes 
and colleges come to us for short-term 
training attachments at our offices and 
factories. 

The training of our own managers 
i.s supplemented liy the free access we 
have to the facilities available through 
our international associates. These 
facilities comprise specialised courses 
as well as short- and medium-term 
attachments with associated companies 
in various parts of the world. As a 
result we are able to expo.se our man¬ 
agers to the latest trends in manage¬ 
ment development. Neither have we 
neglected training at non-management 
levels — over 40 per cent of our man¬ 
agers have risen from the ranks. 

Our contribution to professional 
management outside the Company 
sometimes takes a more direct form 
and it is with a sense of pride that 
We see some of our alumni, if I may 
call them that, occupying high places 
in both public and private sector 
organisations. 

The ErnciENi U.se of REsnvncES 

In order to provide the consumer 
with the highest value for her money 
we have, over the last two decades, 
devoted much attention to the efficient 
u.se of resources. To mention a few 
examples of what we have achieved 
beiween 1960 and 1970 — distribu¬ 
tion costs have been cut from 9.1 per 
cent to 8.2 per cent of turnover, the 
number of times in a year our work¬ 
ing capital is turned over has increas¬ 
ed significantly and the man-hours 
required to produce a tonne of soap 
have fallen from 40 to 27. Reductions 
in the wastage of materials and services 
and improved by-product recovery have 
all contributed to cost reduction. We 
have used the full range of our man¬ 
agerial skills to avoid or delay an in¬ 
crease in selling prices and to conform 
to Government’s policy of keeping a 
check on inflation. 

Inspite of all this, price controls 
which now cover 75 per cent of your 
Company’s products have bitten deeply 
into our profitability and their effect 
on margins can be judged by the fact 
that purchased materials accounted for 
72.2 per cent of our income in 1970 as 
compared to 65.4 per cent in 1961. 
The pricing formulae that Govern¬ 
ment have evolved take into account 
the cost of the major raw material 
but pay little or no attention to the 
rises that have taken place in the costs 
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of other inputs such as chemicals, 
packing materials, engineering spares, 
fuel, transport charges, rents and wages. 
As a result, margins in many of our 
Company’s traditional products are 
down to wafer-thin levels and their 
viability is threatened. 

Our representations to the Tariil 
Commission which has recently sub¬ 
mitted its report on vanaspati prices 
and to the Bureau of Costs & Prices 
which is examining the cost of soaps 
will, It IS hoped, lead to the adoption 
of more equitable and sensitive pricing 
mechanisms. We are not pleading lor 
a “cost plus” type ol iomiula and 
we do not suggest for a moment that 
a manufacturer’s inefficiencies should 
be passed on to the consumer. Com¬ 
petition in a free market has been 
shown time and again to provide the 
best protection to the consumer. How¬ 
ever, if this is not practicable then 
prices should be such as to leave the 
manufacturer, who makes efficient use 
of his resources and makes good qua¬ 
lity products, a surplus which is suffi¬ 
cient to pay the shareholder a reason¬ 
able dividend, the employees a fair 
wage and enables the manufacturer to 
improve his products and techniques, 
modernise his plant, widen his distri¬ 
bution and invest in Research and 
Development. 

To summarise, I believe it is fair to 
say that over the last two decades, 
your Company, while safeguarding the 
interests of the shareholder, has res¬ 
ponded as best as it could to every 
call that the country’s industrial and 
economic policy has made on it. Even 
with harsh price controls it has con¬ 
tinued to provide its main customer — 
the common man — whether he lives 
in the larger towns or in the smaller 
villages, good quality products which 
provide value for money. 

Prospect for the Seventies 

Consumer Piioduc'is 

Our contribution to the Indian eco¬ 
nomy has been in those areas where 
we have been able to combine the 
wealth of knowledge, experience and 
research that has been made available 
to us, entirely free of charge, by our 
associates — Unilever — with our own 
skills in research and development, 
production, marketing and distribution. 
We are fortunate that our associates 
are a widely diversified business and 
in addition to being leaders in the 
range of products which we already 
manufacture, are amongst the fore¬ 
most companies in the world in such 
consumer products as frozen foods 
and processed meats. Whilst to-day 


the time may not be opportune to 
enter these fields because the market 
for such products may be too small 
or because current licensing policies 
may preclude it, we hope that one day 
we shall be able to play our part in 
bringing yet another range of quality 
products to the Indian consumer. We 
do not not share the view held in some 
quarters that India cannot derive 
worthwhile benefits from international 
skills in the creation, production and 
marketing of good quality and efficient 
consumer goods which have provided, 
in many countries, the strongest incen¬ 
tive for better standards of living. 

The New Indu-stbiax. Pomey 

The industrial policy announced last 
year seeks to create a wider role for 
multi-national companies such as yours 
— a role which may be different to 
that which such companies have 
hitherto played in other countries, in¬ 
cluding the country in which they are 
based. 

This new policy aims at directing 
the energies of your Company into the 
core/heavy investment sector of indus¬ 
try which, while it is of vital import¬ 
ance to the economy, is a field where 
neither we nor our associates have any 
direct experience. It could be argued 
that such a policy may tend to create 
a conglomerate type of corporate struc¬ 
ture and by making it difficult for the 
economy to reap the benefits that flow 
from specialisation, may not turn out 
to be in the nation’s long-term inter¬ 
est. Be that as it may, we have, as 
in the past, responded promptly to the 
new challenge. 

KEnni.i.sKn Pboxect 

Your Company was asked by the 
Government to consider investing in 
a fertiliser project and, in particular, 
to participate in a joint sector venture 
in the Punjab in partnership with the 
Punjab State Industrial Development 
Corporation (PSIDC) to whom a Letter 
of Intent, it is understood, will be 
issued shortly. Accordingly, we com¬ 
missioned a feasibility study by the 
Mitsui Toatsu Chemical Company of 
Japan and a market survey by the 
FACT Engineering and Development 
Organisation. These studies revealed 
that, prima facie and subject to cer¬ 
tain key requirements being met, such 
a project would be viable and we are 
at present engaged in discussions with 
the PSIDC and the Central Govern¬ 
ment in this regard. 

In order to have access to up-to-date 
technology, both in the construction of 
the plant and on a continuing basis, 


it is our intention to associate with the 
project firms of intematfimal rqpute in 
the fields of fertiliser. We have, we 
believe, the general skills to manage 
such a project and, after the gestation 
period associated with an undertak¬ 
ing of this magnitude, we expect it tp 
provide a satisfactory return on our 
investment. 

In the meantime the importance of 
maintaining the viability of your Com¬ 
pany by allowing it freedom to grow 
in Its existing businesses caanot be 
over-emphasised. We are, therefore, 
also discussing with Government a 
number of other projects which not 
only seek such growth, but at the 
same time fully conform to Govern¬ 
ment’s social and economic objectives 
in regard to the development of back¬ 
ward areas, co-operation with the 
small-scale sector, import substitution, 
etc. 

The project which involves co-ope¬ 
ration with the small-scale sector is 
a novel concept and you might find it 
interesting to hear a few details about 
it. The proposal we have submitted 
to Government is to build a factory in 
a backward area, which, despite its 
other drawbacks, is well placed in 
regard to supplies of nontraditional 
oils such as rice-bran, sal, neem, etc. 
The factory will convert these and 
other oils into a semi-processed soap 
using complex and relatively capital 
intensive processes for upgrading these 
non-traditional oils, and extracting a 
strategically important by-product- 
glycerine — of which there is a grow¬ 
ing national shortage. This semi-pro- 
cessed material will then be despatched 
to a number of widely dispersed and 
independent small-scale units who will 
process it further, package it to our 
specifications and return it to us for 
marketing and distribution. 

We propose, subject to obttining 
the Government’s approval for'* this 
project, to provide these small entre¬ 
preneurs, free of charge, the know¬ 
how required to instal and operate 
their equipment and to guarantee the 
offtake of the finished goods. Such a 
scheme, we believe, will provide an 
example of how the small- and large- 
scale sector can perform complemen¬ 
tary roles — the large-scale unit 
undertaking the complex technological 
and marketing functions which are 
generally beyond the capadty of the 
anall-scale sector, leaving the latter 
with the more labour-intensive, but 
technologically less complex activities 
in a way which gives the m a xim u m 
benefit to the economy and cemfonns 
to the sodal objectivea of the country. 
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This is not to suggest that we have 
not been conscious of these social ob¬ 
jectives in the past. Our dairy project, 
technology, both in the construction 
of the plant and on a continuing basis, 
it is our intention to associate with the 
project firms of international repute in 
the field of fertilisers. We have, we 
for instance, was located in one of the 
most backward areas of Uttar Pradesh 
and is making a significant contribution 
to raising living standards in its 
neighbourhood, although the cost to us 
has been heavy. Likewise, as a part 
of our purchasing policy, we are en¬ 
couraging and giving technical guid¬ 
ance to a large number of small- and 
medium-scale firms. 

Whilst we are thus responding, as 
promptly and whole-heartedly as in 
the past, to the social and economic 
objectives of the new industrial policy, 
the cost and delays, for instance, of 
starting up a factory in a backward 
area cannot be ignored. It would, 
I believe, be wrong i'. in pursuance of 
the new policy, all growth on the 
existing factory sites is completely 
stopped when it is clear that such 
growth is the quickest and most eco¬ 
nomical way of increasing production. 


particularly at a time when there is a 
growing shortage of your Company’s 
products. 

Conclusion 

In the final analysis, national growth 
aims at things that transcend the 
parameters of output and income. Two 
decades ago Pandit Jawaharlal Nehru 
observed that we should seek to im¬ 
prove the quality of life in our society, 
that our aim should be the making of 
better men rather than men who arc 
merely better fed and clothed. The 
quality of life depends upon standards, 
specifically standards of excellence. 
May I, again in a spirit of humility, 
assert that the function of an enter¬ 
prise like your Company in a develop¬ 
ing society is to aim at setting such 
standards, albeit in the limited sphetts 
of commerce and industry. The stan¬ 
dards we have set span a whole host 
of activities ranging from the quality 
of the raw materials we are prepared 
to use to the quality of the product 
we are hoping to sell, from manage¬ 
ment practices within the Company to 
our corporate behaviour vis-a-vis the 
society at large. Such standards have, 
we believe, significant, if immeasur¬ 


able, effects on the values of those we 
meet at the boundaries of our enter¬ 
prise; our customers, our stockists, and 
our suppliers, to cite a few. 

In one sense, therefore, our activity 
in the seventies will be no different 
from what il has been in the past. 
We believe that this particular func¬ 
tion of your Company draws strength 
from Its association with a multi¬ 
national corporation. It is this inter¬ 
national association that continuously 
exposes us to to new and more chal¬ 
lenging standards of excellence. In 
the relatively narrow view of the sta¬ 
tute books, we may be a foreign com¬ 
pany. But, from a larger point of view, 
the label is misleading as most labels 
are. Your Company is just as much 
concerned with the welfare of the 
nation in which it has grown as are 
enterprises based wholly on indigenous 
capital. It is this concern which, 
T believe, emerges out of a social audit 
of your Company in the sixties; and 
it IS the same concern which will con¬ 
tinue to permeate its plans for the 
future. 

Ni>U': 'I'liis does not purport to be a 
icpoit ol till! pioceeclmgs of the 
Aunu.i1 Geiifial Meeting. 


Guest, Keen, Williams, Limited 

Statement by the Chairman, Mr K C Maitra 


THE following is the .Statement by the 
Chaimian Mr K C Maitra, at the Forty- 
liist Annual General Meeting of Guest, 
Keen, Williams, Limited held at Cal- 
eiilla oil May 19, 1971 ; 

It give.s me great pleasure to welcome 
you to this, the 41st Annual Gener.il 
Meeting of your Goinpany. The Direc¬ 
tors’ Report and the Statement of Ac¬ 
counts have been with you for some 
time ■ and with your pennission I pro¬ 
pose to take them as read. 

Mr J E Sawtell who had joined the 
Board on the 21st November 1968 re¬ 
signed from it on the 8lst January 1971 
on his retirement from India. His 
knowledge and exiierience of the en¬ 
gineering industry were of great assist¬ 
ance to the Board and, on your behalf 
and mine, I would liki‘ to place on re¬ 
cord our appreciation of his services to 
the Company. 

Of the four Directors dm* to retire 
thi.s y<*ar by rotation, thri'c, namely, Mr 
T Mathew, Mr A K Roy and Mr A 11 
Sethna, have expressed their willingne.ss 
to continue to serve on the Board. 
Their re-election will he the subject of 
appropriate resolutions later on. 

Mr Brian Eustace, having served for 
three years in India as General Manag¬ 
ing Egreotor of the Company, is return¬ 


ing to tlie UK and does not seek re- 
election. He will therefoic retire at 
the end ol this Meeting. During his 
period with us he has made a deep im- 
piess on tile operations of tlie Compa¬ 
ny. I am sure you will join me in ex¬ 
pressing oiir appreciation of his contri- 
Iiiition to thi' Co .iiiany’s prosperity and 
III extnnling to him our good wishes 
loi the future. 

1970 has l>een, on the whole, a satis- 
laetory ye.ir lor our Company. The 
Uiiei-tors' Report gives you details, and 
I sliall add only a few coininents. 

Whilst tile turnover increased from 
Rs 32.():j erores in 1969 to Rs 42..'j9 
ciores ill 1970 (increase of 33 per cent), 
produetion in lemis ot tonnage did not 
use correspondingly though it was high- 
ei than the priwious year’s figure. The 
hieiease in the sales value is thus large¬ 
ly the result ol higher prices of raw 
iiiatiriuls and therefore ot finished pro¬ 
ducts due to priee rationalisation. Li- 
quirtity improved considtirahly and our 
finunce charg<!s were significantly lower 
because of saving in overdraft interest. 
The pre-tax profit iini>rovcd to Rs 7.12 
erores as against Rs 1.61 erores for 
1966. 

Stocks have fortunately recorded sig¬ 
nificant increase at the end of 1970, 


partieulaily hceiiusc of large consign¬ 
ments of CRCO steel shipped towards 
the year end. With tlicir ariival the 
raw m.iteiial silnation, as far as the Pre¬ 
cision Piessings Division is concerned, 
should he considi'iably eased. 

1 must add that almost throughout 
the \ear wo have Iieeii iilagucd by a 
shortage ol raw materials and it has 
been, ou the vvliole, a hand-to-mouth 
existenee. Ciilie.il raw materials have 
often h.id to he pmehased at extreme¬ 
ly high piiees to keep the production 
going. Our pioduetion was also niatc- 
iially atfeeled by the lockout in the 
Andiil Road Woiks where operations 
wen- completely suspended for eight 
W'ci-ks and could he resumed to a rea¬ 
sonably satisl.refory de.giee only alte.r 
another six weeks. 

Among the lour divisions the per¬ 
formance ol I’reeision Pressiiig.s Divi- 
-sioM has been the most eneouraging, 
both ill terms ol produetion and des¬ 
patches. Although a nmeh sm.iller unit, 
operations of tlie Serew's tt Fasteners 
Unit ol the Fasteners Division can also 
he regarded as highly satisfactory. 

The Units located at Andul Road 
Works, besides the set hack due to lock¬ 
out, wore at all times very severely 
afflicted by steel .shortage. In addition. 



certain strategic materials, particularly 
for steel making, remained extremely 
scarce, notably graphite eketrodes and 
ferro alloys. 

Before I share a few of my thoughts 
on the future operations of the Com¬ 
pany, I would like to place the back¬ 
ground against which these are based: 

(1) The results ol the Inst General 
Elections have establisla'd the strength 
of democracy in our country. The fact, 
that, in spite of somewhat disturbed 
conditions in We.st Bengal, such a large 
perc<-ntag<‘ of voters came out to exer¬ 
cise their franchise proves that our 
peopli- are conscious of their rights and 
obligations. However, from the point of 
view of industry and of our Company, 
what is even more important is that the 
elections have resulted in the formation 
of a Central Government whose stabi¬ 
lity cannot be questioned at least for 
the next five years. In that period, one 
might I'xpect a consistent and, I hope, 
a firm policy not subject to the pulls 
and pressures of the various Parties on 
whom it was dependent in the last two 
or three years. Politically and admi¬ 
nistratively the Covernmenl is thus 
l>ni.s<>d for a big thrust forward to launch 
iipim its "Gaiibi Ihitao” or “Quit Pover¬ 
ty” jirogramnie. 

(2) One must keej) one’s fingers cioss- 
e<l, but the international situation so far 
has been reasonably peaceful for some 
tiiiK'. Even though dark clouds appear 
to be gatheiing, one may hope that 
wise counsels will prevail and these in¬ 
ternational prolilems will disperse. 

(3) Tile Weather-God has been all 
along reasonably kind to us during the 
last four years and wo have had good 
spells of monsoon. Coupled with bet¬ 
ter techniques, provision of bi'ttcr .seeds 
and Iwtter fertilisers and the industry 
of our peasants, this has helped us to 
ovoreotne the food crisis and one may 
expect that the worst is over. 

(4) We.st Ih'iigal, where our largest 
units are located, has been the scene of 
unprecedented violence and crimes. 
Whether these are the results of per¬ 
sonal or political vendetta or acts of un- 
.soeiul elements, the I act remains that 
there is a feeling of uncertainty for 
the tiitiiie, which is iiirther aggravat- 
c<l b> the alarmingly mounting un- 
anployiiient in the State. To what ex¬ 
tent the situation will be further com¬ 
plicated by the continuing influx of re- 
fugei's iroiii our neighbouring State is 
still not known. West Bengal thus fa¬ 
d's big problems. The administration 
with its political uncertainty and lack 
of resources would have a hcav>’ bur¬ 
den cast on it and it appears that the 
prime, need for the State at the mo¬ 
ment, more than ever in the past, is 
its political stability. Since unemploy¬ 
ment in the State will continue for a 


such as, "crash programmes”, "war- 
footing” etc, would appear to be facile 
unless the State embarks on a 5 or even 
a 10 Year Plan concentrating on labour 
oriented schemes which will at the 
same time he economically producHve. 
Crave maladies need drastic and eflec- 
tive remedies. 

(5) Production in the field of basic 
raw materials and of heavy industries 
continues to remain siuggisb. The pub¬ 
lic sector steel plants are still far from 
producing their rated capacity and tiie 
date of starting of the new steel plants 
at Bokaro and also at other places is 
being continuously deferred. Railway 
wagon builders and structiu'al engin¬ 
eering firms continue to suffer from 
.shortage of orders or of raw materials 
or of both. The construction of the new 
Howrah Bridge which was expected to 
give a fillip to local industry has not yet 
l«'en started. Though the Government 
has so far managed to electrify one out 
of every six villages in the country, it 
is still unable to meet the ever increas¬ 
ing demand for power and today indus¬ 
tries in the Punjab, Haryana and West¬ 
ern UP are languishing under acute 
power .shortage. AgaiiKSt this gloomy 
pietiiie must, of course, be stated the 
iaet that on account of rising prosperi¬ 
ty ill agriculture there is a steady and 
tlevelopiiig demand for consumer pro¬ 
ducts which i.s Ijound to lead directly 
or indirectly to the demand for products 
ol iiidusti'ies of our type. The problem 
will still, however, be of scarcity of raw 
materials. 

(0) The Fourth Plan is said to be 
again under revision to be labour- 
oriented. It is not known to what ex¬ 
tent and in what manner the Plan will 
be revised so as to lie consistent with 
Gov<‘rnment’s “Garibi Hatao” pro¬ 
gramme and how soon these plans 
start giving immediate relief to the un¬ 
employed. Whether the importance 
given to h<-avy industries will remain 
unaltered is a most point. 

If my analysis is correct, we appear 
to be, by and large, in an era of poli¬ 
tical stability combined with uncer¬ 
tainty of the pace and direction of 
economic growth. What then should 
he this Company’s policy in the im¬ 
mediate tuturc? With increasing de¬ 
mands for our products, one’s thoughts 
would naturally turn to the idea of a 
substantial increase in the Company’s 
prrxluction capacity. I would like, 
however, to recall in this connection 
that we have only recently carried out 
a major expansion of our steel plant. 
An application for increase in the ca¬ 
pacity of manufacture of woodscrews 
has been pending with Government 
for some time. In our other major 
activities, such as electrical stampings, 
bolts and nuts, etc, the limitation is 


gely of raw materials. Given more, 
we can certainly produce more. 

It should be remembered that In 
spite of the shortage of raw materials. 
Government have granted industrial 
licences for the establishment of seve¬ 
ral other factories for the manufacture 
of electrical stampings. In automotive 
forgings, there is already excess capa¬ 
city in the country. In our other fields 
of activity, such as bolts and nuts, 
.screws and fasteners, more and more 
capacity is being created in the sphere 
of small-scale industries. It should 
cau.se no surprise if, consistent With 
their declared policies, Government 
give more favourable treatment to them 
in the matter of allotment of raw mate¬ 
rials. 

In this situation, it seems to me that 
our future lies in making the best use 
of the resources we have and these, I 
a.ssure you, are of the highest quality, 
both in men and plant. Your Company 
already has the highest reputation for 
quality and efficiency; but achieving 
perfection is a continuous process and 
we mu.st pursue it methodically, vigor¬ 
ously and relentlessly. We have done 
uiiieh but we must do more and I would 
like to enuinerate them hi some detail: 

(i) CoruioHdation of the Company's 

Operation: The restructuring of your 

Company’s organisation in four operat¬ 
ing divisions and the closure of the 
Railway Engineering and Track Depart¬ 
ment in 1968 have been followed up by 
intensive training of management in all 
functional areas, and at all levels to 
build up a cadre of skilled managers. 
The keynote of our objective has al¬ 
ways been professional engineering and 
professional management. 

(ii) Viaducts 6- Product Development-, 
As is well known, our Company’s ma¬ 
nufacturing divisions serve several em¬ 
erging industries whose growth must 
eimtinue to be a basic urge. At tlw' 
same time we have to serve a ni^ber 
oi established industries whose stability 
is c-ssential to the country’s economic 
survival. We produce finished and 
semi-finished components used in gene¬ 
ration, transmission and distribution of 
electricity, in structural, fabrication and 
construction industry, in automotive in¬ 
dustry and in a host of consumer du¬ 
rables. In our time, wo have pioneered 
the manufacture of a number of new 
items for all these indu.stries and are 
still pioneering the development of "C” 
and “E” cores for electronics in India. 
We have also developed Boron Steel 
specifically for tractors. 

Our customers have faith in the qua 
lity of our products and we want to 
stay and grow in the market on the 
strength of this reputation. ’This It 
would be idle to claim to be an easy 
task in an increasingly complex and 
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conocaitriite on kohiiiig n«w aMi* and 
disciplines in marketing. We have to 
build up a highly motivated team of 
managers, and advanced technology for 
our diversified operations most of which 
produce precision components. Their 
manufacture requires a high degree of 
professional engineering which will con¬ 
tinually provide the basis for further di¬ 
versification of the products in the Com¬ 
pany. 

(iii) Assintance to Cuntomers: With 
the increasing importance now being 
given to small-scale industries, it is no 
longer enough merely to supply our pro¬ 
ducts to our customers; it is important 
that we train these small industries in 
the better and more eiBcient use of these 
products to our mutual advantage. This 
will mean a more detailed study of our 
customer’s products and we must inten¬ 
sify our efforts in this direction. 

Apart from this being a social obliga¬ 
tion, it is only through such effort that 
we can help the country to develop a 
massive industrial suiJer-structurc undor- 
piimed by an equally strong and vigor¬ 
ous iiifra-stnictiire oi ancillary and small- 
scale industries in the country. 

(iv) Labour relations: Alter the lock¬ 
out'in the Andul Road Works last year, 
wc have fortunately had no major labour 
troubles. Nevertheless, we still continue 
to havt' minor labour probb’nis heie and 
there in Qiir various works throughout 
the counlr>'. Although individually minor, 
their cumulative effect leads to a signi¬ 
ficant loss of production and it should 
lie our constant endeavour during this 
pciiod of cun.solidatiun to see that they 
are minimised to the extent possible. 

What I have said above may not 
.sound .so commonplace when it is rt- 
vealed that no fewer than 19 million 
man-days were lost to the country’s in¬ 
dustry in 1969 and the figure for 1970 


is expected to be In the neighbourhood 
of 25 million man-days. It is important 
to constantly watch the organisational 
behaviour of industrial labour in operat¬ 
ing a big manufacturing unit like ours, 
and it is wise to remember that in the 
field of industrial relations the routine is 
more effective than the spectacular. 

Encouraged by our performance in 
1970, we have set our targets fairly high 
for 1971. Partly due to shortage of 
raw materials and partly due to minor 
lalraur unrest, we have not been able to 
achieve these high targets during the 
first four months. Though not comfort¬ 
ing, we should have no reason to be un¬ 
duly worried aliout it. Our production 
and sales during the first four months 
of the current year have continued to 
follow last yr-ar’s growth trends. Fall in 
demand for certain products is counter¬ 
balanced by increase in some others and 
on the whole the situation appears to be 
not t<x) disquieting. The only uncertain¬ 
ty is about the supplies of steel. Our 
small inventories of mild steel and poor 
arrivals from the steel works continue to 
lie our major problem. Given adequate 
steel and power .supply we should ex¬ 
pect to match the iierfonnance of 1970 
in 1971 as the upswing in the coun¬ 
try’s economy which began in 1}}69 still 
continues to gain momentum and the 
demand for most of our products per¬ 
sists to be strong. 

It is a matter of great regret that our 
earnings from exports last year were not 
upto expectations. In my statement last 
year I refei red to the difficulties of ex¬ 
ports and these were mainly lack of 
availability of raw materials and high 
costs in the country. These difficulties 
still continue to face us. I think, how¬ 
ever, that our determined efforts to pro¬ 
mote exports ol other commodities are 
beginning to bear fruit and we hope to 
he able to do better in the current year 


although on account of recession in the 
USA there is a possibility of a defer¬ 
ment of exiwrt orders for screws and 
fasteners. 

The Restrictive Trade and Monopolies 
Act will inevitably act as a brake on 
the growth of already existing and efli- 
cieiit units. Unless organised industries 
are allowed to have a strong domestic 
base firmly anchored to economics of vo¬ 
lume production, their performance both 
in domestic and overseas markets will lu' 
adversely affected and thi.s in a decade 
when the need for exports and self sus¬ 
taining economy is vitally essential. 
Moreover, any unimaginative “policing” 
of the industrial sector by the Act is 
likely to retard the research and deve¬ 
lopment work in organised units anti 
without such developmental activity it 
may he difficult even to continue to 
maintain the present cxjwrt markets in 
the future. 

Ouj Associates — Guest, Keen and 
Nettlefokls Limited of UK continue to 
give us valuable assistance. They have 
helped us to train our people here and 
in their various Works in the UK. Their 
Deputy Chairman, Sir Henry Wilson 
Smith, who is also on our Board, has 
visited India three times during the last 
12 months and has spent almost two 
months in this country. 1 am very glad 
h<' is present amongst ns today and 1 
lake this opportunity of personally 
thanking him on your behalf and mine 

It remains tor me only to thank our 
employees tor their continued co-opera¬ 
tion. All of them have had to work in 
soiiK'what difficult conditions, particu¬ 
larly tho.se at Calcutta owing to conti¬ 
nual disturbances them and the neigh¬ 
bouring areas. 

Note: This doc.s not purport to be a 
record of the proceedings of the 
Annii.-il General Meeting 
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Barely Begun 

IF the tax effort in the Budget for 1970-71 appears substantial—it is certainly 
not ‘stuggcriiij;’ or ‘stupendous", as has been suggested—it is so only in contrast 
to what Finance Ministers have, been us<‘il to attempting in the recent past and 
not ill lelation to the investment needs ol the economy. True, the Budget speech 
and thi! Economic Survey show some appreciation of the crucial role of public' 
investment in simrring overall industrial growth. This is a definite advance 
over tlie Moraiji Desai line, which seemed to survive Morarji’s own departure 
from the (ioveiiiment, ol tiymg, through a variety ol concessions and incen¬ 
tives, to make llie tail ol [irivatc invi'stmeiit wag the dog ol industrial growth. 
Ol c'oiiise. till' appreciation remains yet laigely on paper, it is not much in 
evidence in tlic Budget proposals. 

The L'lnaiici Minister has pointed out th.it the revisi'd oulla> ol Rs 1350 
croies on the Central Plan lor 1971-72 marks an merease of Rs 300 crores 
ovor the oiitliiN la.st year. In fact, this impressive ineicase is made possible 
only by the l.iige shortfall in Plan outla>' last sear as compared to the Budget 
allocation. The distribution ol the outlay loi the eiiirent >ear levcals that the 
allocation loi mdiistiy and iiiining out ol Riidgetais lesoiirces is Rs 454 crores 
ss'lntli is oiiK maiginally higher than the 1970-71 Budget figme ol Rs 449 
eiores. Then is .i further allocation ol Rs 97 eiores ioi industry and mining 
to be Hnaiieed out ol the itilcrnal resi.-urees ol piiblie seetoi undertakings, etc, 
vvldeh is actiialls Iciwer than the Rs 99 crores piovided foi last year. What 
the Budget amis at is thus to lestoie public sector industiial outlay to the 
levels eoiileiiipl.itcd last yeai. The same is tiue <4’ traiispoil and communica¬ 
tions, ssitli till exception ol ports ami shipping. 

Ib'tlec'tmg the accent on e.xpandiiig cmplosmcnt opportunitic.s, the Budget 
contains a tol.il provision ol Bs 9‘1..5 cioies made up ol Bs .50 cioies for the 
crash M iteine Im rural t inployinenl, Rs 2.5 crores lor the new scheme ior the 
urban educ.iled unemployed and Rs 18.5 eiores ioi ruial works in chronieally 
diought afieeted areas. This is no doubt an iiiiiiioveinent over ihe Rs 25 eiores 
lor I oral woiks m scaieit>' areas piovided in la.st year’s Budget, but it is instruc¬ 
tive llial out 111 ibis alloealioii of Rs 2.5 eioies oiil\ Rs B eiores could be actuallv 
spent. It would not at all be suiprismg il tins e.xperience is substantially le- 
peated this seal, esiiecially in respect ol the new scheme for the educated un¬ 
employed loi winch the alloealioii ol a Imiip sum of money has eli-ailv precedc^d 
Ihe woikmg out o( how tins immex might lie usefully spent. It is also of .some* 
significance th.il at a time when the Ciovernmenl is so eainestly looking for 
ways ot expanding cmiilosnicnt the normal alloc'ation loi public works, includ¬ 
ing roads, utiieli aie laboiii iiiteiisivt' activities', remaiiiocl underutilised in 
1970-71. 

Thus while there is some leeogmtion of the crucial role of public sector 
outlay in getting the economy, especially the industrial sector of il. moving 
faster, this has vet to fie translated into actual programmes and projects for 
inipleniciitatioii. This is not, ot loursc, a in.ittei, wholly or mainly, of budge¬ 
tary allocations. What is rcipiired is the removal ol tlic ailniinistrative and 
organisational blocks to decision-making and implementation in the CJovem- 
ment, including the puhhc sector undertakings. 

The ma)or criticism ot the Finance Minister’s taxation proposals is that 
they do not go lar e,riough in either raising resources oi “sealing down of the 
cxmcenlration ot eeonoinie power and reduction in the inequalities in income 
and wealth”. The lailiire in the former direction is masked by, as we have 
seen, the Ckivemmenfs inability to make effective use oi larger resources for 
development. From the latter point ot view, tfic Budget betrays rather con¬ 
ventional thinking. Take the proposal to raise the surtax on personal incomes 
above Rs 15,000 per annum; the additional tax burden works out to a mere 0.6 
paiso m a rupee ot income at the annual incxime level of Rs 20,000. creeping 
up to 1.9 paise at the income level of Rs 60,000 per annum. Had he wanted 
to strike a blow for more equitable distribution of income, the Finance Ministet 
OTliId have done so far more effectivrly liy, first, revoking the exemptions now 
granted to various tyiies of personal savings and, second, reverting to the system 
of personal deductions in place of initial exemptions, as was argued by I S 
Culati in his article in the issue of May 15 (“Agenda for Tax Base Reform”, 
pp 1005-9). An even more serious lapse is the Finance Minister’s decision to 
retain intact the Hindu Undivided Family as a distiiiet tax category for which 
there can be no justification in terms of either efficiency or equity, "nje Finance 
Minister has dcscTibed his wealth tax proposals as "fairly stiff”; in fact the 
doubling of the rate from 4 to 8 per cent touches only the handfull with wealth 
in excess of Rs 15 lakhs and, even with all the other changes made, persons 
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w'ltli wealth in excess ol Rs 15 lakhs 
and, (wcn will) all the other changes 
made, persons with wealth oi Hs '1.5 
lakhs or in<ire can get h\ without pav¬ 
ing a ruiiee a.s wealth ta.\. In respect 
sit company tasaticni the rinanci 
Munster has, loi Innately, deiidcd (o 
taki: a hard look al the iiuentivcs pei- 
lietuated lioin \c.n to yi'ai in the ho|>e 
ol proniolmg investinenl, though the 
jniinnig ol lln long list ol so-i ailed 
piioiilv industiies could have hi cn 
inoie iigoioiis The ajiproach to in- 
dneil l.ix.ilion (ould siniilarlv have 
hecn holder The measly Rs 4.9 croies 
jiroposcd to he laisi’d Iroin textiles is 
.1 r.ise III point Anri like the Hindu 
I'liilivided I''.iiiiil\. aiiothei hol> cow 
wliuh c.iiinot appaiently he touched is 
salt anri the Kinanie Minislei has once 
.ig.iin given iii to the silly seiitinieiit 
.ig.iiiist taxing it. 

On the whole, then, while the h'ln- 
.ime Minister has nihhied at many 
lliiiigs. Ins tax proposals mark no hold 
initiative in any direction — except 
peihaps III the sphere ol corporate 
taxation The Mconoinic Suiwey sug¬ 
gests, III its suiiiining up 111 ‘the tasks 
.iliead', that what it i alls '‘fiscal ineon- 
giiiities e.irried ovei liom the past” 
raniiot he set light oveinight. Rut 
dill's the piesent Riidgcl make a hegm- 
nmg at least.'' lust haieix', iiiusl he 
the most sxinpathr'tic verdict. 

Bangla Desk 

A Threat to “Security" ? 

IN hei leplx to the Lok Sahha diseiis- 
sioii oil the situation m East Rengal, 
the I'linie Minisli'i iidiciiled the Cov- 
ernmint’s ri ities xvith the jihe that “to 
some Memhers. ends aie eijuated with 
x'oice povM'i and the iisr- oi passionate 
xMinls" The criticism did perhaps ap- 
|ilx to lu.iiix iiiemhcis ol the Ojiposi- 
liiiii hut it host litted the I'rinie Min- 
istei heisell In her speech .she extolled 
India's ti.iditiim ol “love ol Ireedimi" 
.iiid ' iiixolveinent with the values of 
demoiiaex” .mil spoke saicasticalh ol 
countries which, while talking a gieat 
ileal .dniiit democracy, xxcie doing no¬ 
thing “will'll dcmociacx is .so ilagiantly 
and so hiut.dlx hemg destioved”. She 
al.so hcrated loimtins which took the 
position th.it while tliex ihsappiovr'd ol 
what was hciiig dime h\ I’.ikistan's 
militaix iiileis, tlux' could not he ,i 
liart.x to the di.sintegi.itioii ol r.ikislaii 
Then then' xxere otliir govi'inmi'iits, 
she said, which had “set viexv.s” so that 
I'vcii il thr ir s\ mpathies xx'erc ronsr tl 
thex would not “take a stand on a mat- 
tci such as this”. 


The Prime Minister's siicech was in- 
fleed an ontspoki'n indictment ol the 
douhle-talk and hypocrisy of nations 
and govi'ininents. But \vh,it ahont the 
govei nment ol which she hcrsi'lf was 
the he,111’' In a speech laci'd xvith ex- 
inessioiis ol anguish at the “tragic and 
heal l-iendmg h.ippcnmgs in Bangla 
l)i",h", sIk' h,id not one xxoid to say 
.iliont what the Government ol India 

11.111 doin' III inoposed to do ahoiil 
these happeinng. Ten yeais ago a 
lawaharhil Neliiii or a Krishna Menon 
s[ieaking m siirli a blatantly sell-right¬ 
eous vi'iii would have diawn upon hiiii- 
sell and Ills Govcrnmi'iit thaiges ol 
sinking holier-tlian-thoii postiiies .mil 
'I'l'king to IcLtiire thi' xvoild. That to- 

d. iy such ,1 st.ilcmeiit h\ the I’lime 
Mmistei goes unnoticed is not, iiiiloi- 
liniately, a malti'i for .satislartioii, it is 
that now olliei countrii'S tio not much 

e. iie what till' I’lime Minister ol India 
sa\s. II IS assumed that xvlial she .s.iys 
is ioi domestii consumption oiilx and 

1.111 have no im]),i('l iiiternationallx 

(III the siihstaiitive i.s.siie ol the (iov- 
einment ol India's inaction i i.x-ii-i.is 
Hast Bengal, in thr' Lok Sahha rleh.ite 
some critics ohligingly heaiieil the 
hlaiiie on the ineKicit'ncy ol oni diplo¬ 
mats ahioad. This suited the I'rinic 
Ministi'i adniiiahlx and she proceeiled 
to di'voti' a huge part ol hei speith to 
.1 totallx iiielevani delence ol iiiii dip 
lomats — as il civil seivaiits could ilo 
vi'ix miiili when the Goveinment in 
New Delhi was unwilling to dt*cide on 
a deal polii \ line More prcscu'nt cri- 
lics (iiiostK outside Parliament) have 
pointed out th.it dependent as the Gov- 
crnmi'iit is on the two .siipi'i powers 
Ioi political, etxiiiomic anti military 
siisteiiance, it simply could not under¬ 
take' am significant intervention in East 
Bengal unless thr' innvi' was coniplete- 
1\ nndeiwritten hy thi'se powers. 

1 lowi'X'r'r, what has not heen asked 
and answr'ied is whr'ther an erjiially 
iinpoit.iiil leason tor the' (foveininent's 
inaction IS not th<' view it takes ol its 
own sell-inttresl. Sc'tling .iside the 
prohleiris ol Big Power clearance' anel 
ol how Ghma might react, what Ineliaii 
a.ssistance to the tiee'deini fighters in 
East Beiig.d e'an elei is to make their 
light against the' Paki.stam amiy a nioie 
<'i(ual one' and to give them a better 
ch.uH'i' ol gaining their ohje'ctivc hy 
liiiei' ol .unis But the Govi'riime'nt of 
India t'vidi'iilly st'es an armed stiiiggh' 
toi ineli'pendi'uex' in East Bengal as a 
tliri'.it to its see'iiiitx. This is strongly 
implii'il in the Piimc Mini.ste'r’s Lok 
S.ihha spr'ech. Thus xvhat elid the 
Pi line' Ministei expect the major powens 


to elo in East Bengal? Was it to in¬ 
tervene so a.s to secure for East Bengal 
independence from West Pakista'ni 
rule? Nei, it was not. Wliat the Prime 
Minister expected of these countiies 
was something quite different, they 
‘‘must intervene to see that peace and 
security arc re-established and iiiain- 
tained” (eiiiphasi.s added). 

Thus the fighting in East Bengal is 
seen jirimarily as a threat to our .se¬ 
curity and what the Ckivcrnment wants, 
ahovt' all, is an early end to it. Those 
in this country who .still hope, through 
liberal application ol ‘Voice-power” 
(to use the Prime Minister's jihrase), to 
pres.surist' the Govemment into more 
eiiergelie action on bchall of East Ben¬ 
gal, xvill save their bn'ath it they ic- 
ixignisi' that while thc' GovcTTiment 
will grab al any political .rnd r conoiiiit' 
plums that may fall into its lap as a 
lesiilt ol a break lii'lwccii East Bengal 
and West Pakistan, it will not. out ol 
consiilcrations of its own security, help 
a war ol hhr'ralion in East Bengal 

Economic Survey 

An Academic Document? 

A Correspondent lorites: 

THE Economic Survey furnished to 
Parliament by the Finance Minister on 
Tuesday is, as a survey, an excellent 
document. 

The fact that the growth rate in the 
first two years of the Fourth Plan 
was roughly as anticipated is not, right¬ 
ly, taken as an index of success of ihe 
Plan. Part of il was due to good wea¬ 
ther and the rate of growth of indus¬ 
trial output, it is conceded, was lower 
than anticipated and even lower than 
what had been realised till 1965-66. 

The task before the economy is that 
of raising the rate of capital formation 
to roughly 15 per cent of national in¬ 
come—and that in a generally non¬ 
inflationary environment. For this pur¬ 
pose, it is rightly stressed, public sec¬ 
tor saving must be raised presumably 
to at least 3-4 per cent of national 
income from its current level of about 
1 per cent or less. The Survey points 
out that this task would be easier if 
(a) public sector enterprises function¬ 
ed effectively, (b) non-plan expenditure 
were curbed, (c) appropriate income 
and price policies were pursued, ard 
(d) saving in the form of financial 
assets were stimulated. However, the 
Survey does not believe that, in the 
short run, any of these measures would 
succeed and, therefore, it has hinted 
that primary reliance would have to be 
placed on tax instrument. 
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Sat 1^ i mt ru B w n t is to ba 
mdelded is not made dear, except for 
the platitude that "the question of an 
appropriate noachinery between direct 
and fiscal controls for furthering a 
given set of social objectives deserves 
continuous examination”. It is stressed 
tlut "a fair proportion of saving has 
to be left for deployment within the 
private sector; further, stress is laid on 
"accumulatton through taxation as well 
as internal resources of enterprises”. 
The tax inetrument, it is stressed, is 
also to be used for the Directive of 
"distributive justice". However, whe¬ 
ther all these different objectives can 
be met by wielding the tax instrument 
and whether these objectives are not 
mutually conflicting—these questions 
are not raised at all. Of course, it is 
stated that everything can be done 
with "all-round increase in efficiency”: 
hence the “quest for internal efficiency 
. . . needs to be carried out relentless¬ 
ly”. Again, the employment problem 
is realised as “urgent and crucial" and 
has to be viewed not as an aspect of 
efficient allocation of resources but “in 
its totality, since the creation of addi¬ 
tional employment is an aspect of the 
broader goal of increased social justice 
and well-being”. 

With all these laudable objectives, 
there can be no quarrel. But one does 
want to know how precisely they are 
to be attained and to what extent with 
the available policy instruments. 

The basic weaknesses of Indian plan¬ 
ning have been (a) lack of awareness 
of conflict among social objectives, and 
(b) lack of a machinery for evolving 
a co-ordinated set of economic policies. 
On these vital issues the Survey is 
silent and one wonders whether tl»e 
Survey is meant merely as an acade¬ 
mic document or as a document in the 
light of which polides are to be 
formulated. 

Exports 

Swallows and Summ ew 

A Correspondent icrites: 

SO we have achieved what had seemed 
the unachievable — an above-target 
fl.3 per cent growth of exports in 
1970-71. One need not cavil at the 
accounting devices which made possible 
this result — they do not appear even 
as footnotes in published statistics. The 
detailed figures — available for 8 
months only — indicate the profile of 
nur exprut performance. Apparently, 
jute textile and mill-made cotton textile 
(cloth and yam) exports showed little 
improvement over the corresponding 
period in 1969-70; of the traditional ex¬ 
port items, tea did better. Overall, 


traditional exports showed only a minor 
improvement over 1969-70. Exports of 
ores, manganese and iron, increased 
substantially. Engineering goods exports 
rose by 19 per cent. 

The overall balance also showed 
considerable improvement. With im¬ 
ports at Rs 1,628 crores and exports at 
Rs 1,531 crores, the net adverse balance 
of trade was only Rs 97.5 crores against 
Rs 169.5 crores in 1969-70. One of the 
major factors in the improved balance 
is the continuing decline in foodgrain 
imports, though cotton and soyabean im¬ 
ports remain high. As the breakthrough 
in agricultural production progresses, 
the pressure on the balance of payments 
from this source should ease. 

On the other hand, the improved per- 
iormance in exports was mostly obtain¬ 
ed out of sale of ores. This is not some¬ 
thing to crow about. We still remain 
.substantially an exporter of mined 
goods, importing in return manufactur¬ 
ed goods. This is true even of a mate¬ 
rial like primary iron and steel. More¬ 
over, wc have not made full use of our 
improved export-import balance. The 
objective is not to build up foreign ex¬ 
change reserves, but to use imports to 
accelerate development. How much 
longer can the economy afford to carry 
on in a .slack posture? 

Coal 

Can Only Price Be 
'Rationalised'? 

D C Kale writes: 

THE Indian Mining Association held its 
nnniial meeting on May 14. It was pre¬ 
sided over by J F N Kalyanvala. The 
new Coal Controller-cum-Chairman of 
the Coal Board also addressed the meet¬ 
ing. The two principal speeches once 
ugnin reflecteil the two divergent views 
prevailing in the industry today. 

The Coal Controller, P K Ghosh, re- 
foenmended changing the ratio of coal 
to be pro<lucecl from development and 
depillaring. He also commented on the 
need for vertical expansion. However, 
such technical considerations did not 
seem to weigh very much with Associa¬ 
tion members. In his Presidential add¬ 
ress, while Kalyanvala did make some 
very pertinent observations, the demand 
for higher coal prices ran high through 
his address. Though not entirely with¬ 
out reason, this is becoming something ot 
an obsession with colliery owners. 
Kalyanvala pointed out that, compared 
to 1969, production last year trailed by 
2.S mn tonnes and despatches by as 
much as 5.4 mu tonnes, and that the 
average annual stock was 7.83 mn ton¬ 


nes. Thus, while collieries were forced 
to reduce — or even stop — producUon 
and to lay off workers, important cus¬ 
tomers like cotton mills and power plants 
faced a coal famine. The dependence 
on only one or two producers of explo¬ 
sives, moreover, meant that strikes m 
their plants affected all mines — and 
this happened twice last year. 

Kalyanvala suggested that bulk con¬ 
sumers like steel plants and powerhouses 
should ensure quick payment of dues, 
and that the industry should be put on 
the list of Priority Industries for the 
purpose of bank advances; today, banks 
did not give any priority to this indus¬ 
try and were not prepared to advance 
money against the inventories of collie¬ 
ries. As lor Railways, Kalyanvala re¬ 
commended that they must build up an 
adequate margin In their carrying capa¬ 
city. It seems inexcusable that, when 
the Railway.s are complaining of lack of 
freight the Eastern and .South-Eastern 
Railways should show a shortfall of 
1,222 wagons per day on their own tar¬ 
get of 7,000. The Railways’ dieselisa- 
tion policy needs re-examination, too. In 
the light of India’s poor oil reserves and 
the unreliable international supply posi¬ 
tion. As shown by the recent confronta¬ 
tion between Gujarat and ONGC, crude 
and gas prices for even indigenous pro¬ 
duction are not guaranteed. Coal, it 
was stressed, is a much more reliable 
energy source for India. 

There was a long list, too, of demands 
identifiable with industry. Kalyanvala 
wanted royalty and other statutory dues 
to be kept in abeyance, a temporary 
freeze on dearness allowance, and ‘an 
adequate system of subsidies’; but, 
aliove all, he wanted a 'rationalisation 
of the price structure’ — a euphemism 
for a price hike. He bluntly ruled out 
any significant reduction in costs and 
argued against increasing productivity 
through mechanisation. 

It is this argument of the industry 
which should not be allowed to go un¬ 
challenged. There is a vicious spiral 
of collieries-railways-electricity boards, 
w^ich feed each other at ever-increas¬ 
ing prices, and charge high prices to 
others in the proces-s. Yet what is need- 
e<l for efficiency in working and plan¬ 
ning is a carefully thought out {Hieing 
policy for fuels. The British experience 
is of interest in this context. 

In their report on the National Coal 
Board’s request for an increase in coal 
prices in UK, the National Board on 
Prices and Incomes had discussed both 
the price structure and marginal costs. 
The mphasis was on making each coal¬ 
field progressively self-supporting. 

The. NBSI considered a single colliery 
producing 3/4 mn tons and the effect of 
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varying the output by 1/4 nw tons 
either way. It then went on to an Area 
Model and a National Model. The last 
is a linear progranune which can be used 
to calculate the minimuni total cost of 
meeting demand in each of seven selling 
legions, using five market categories of 
coal. The total cost (to be minimised) 
is given by the sum of tlu' dependent 
costs of production at the collieries, the 
cost of transport to the market, and the 
lass in proceeds itirough selling coal of 
one market categoiy in a tlifferent mar¬ 
ket. All attempt was also made to com¬ 
bine Electiicily Board programmes for 
minimising the dclivcied wst of electri¬ 
city, hut this work appears to ho incom- 

BU^5I^ESS 


THE Government has still to evolve a 
workable policy on foreign collabora¬ 
tion — after twenty years of planning. 
Partly this is the result ot the ineffici¬ 
ency of the public sector units and the 
vested interests created by this ineffici¬ 
ency. Most public sector units have 
been set up with foreign collaboration 
and, as the case of Bharat Heavy 
Electricals shows, they continue to 
depend excessively on imported com¬ 
ponents and technicians for their 
working. 

The issue regarding foreign colla¬ 
boration has now come up sharply in 
two industries: television and scooters. 
Television manufacture has been 
initiated in India on the basis of local 
knowhow developed by the Central 
Electronic and Electrical Research 
Institute (CEERI). Despite initial lack 
of enthusiasm and some interested pro¬ 
paganda, the local sets are of accept¬ 
able standard and have done well. 

Philips has been trying to punch a 
hole in this policy. It has been exert¬ 
ing pressure for grant of a licence to 
make television sets based on its own 
technology. Ostensibly it is witling to 
forego royalty on such manufacture. 
Given Philips’ capital ownership, this 
act of self-abnegation is not likely to 
hurt it very much. Even without 
royalty payment, it is estimated that 
there could be a foreign exchange out¬ 
go of at least Rs 100 per television set 
on account of dividend and other pay¬ 
ments. 

In the meanwhile, the bureaucrats in 
Delhi are evidently proceeding on their 
own interpretation of the country’s 
need for foreign collaboration. On this 
interpretation, in the case of scooters. 


plete. i . 

In India, mine-owners, and colliery- 
owners in particular, suffer from many 
more imposed conditions than do most 
other industries. All manner of wage- 
board awards, welfare schemes, and 
working limitations, are imposed on 
them in spite of virtually controlled pri¬ 
ces. Yet the coal industry — as recent 
■studies .show (A B Ghosh, ‘Profits and 
Investment in Coal Industry', Novembei 
7 and 14, 1970) — shows consistently 
good corporate profit ratios. Unless i( 
proves its willingness to work sincerely 
and honestly for the country's good, 
mining will not get pulillc ssxnpathy 
even when it has a good case. 


private sector units are expected to 
develop scooter manufacture wholly 
based on local design; 16 industrial 
licences for scooter manufacture are 
reported to have been issued on this 
basis. Yet the same salutary principle 
is not to be applied to the public 
sector. The Government proposes to 
set up a unit for the manufacture of 
100,000 scooters, and is reported to be 
discussing collaboration arrangements 
with Piaggio, the manufacturers of 
Vespa scooters. The justification 
adduced for this are two: it would 
take considerable time to develop a 
scooter of local design; and the ’latest' 
Vespa design is far more advanced than 
the local Bajaj design. 

This last is a phoney argument. In 
fact, .scooter designing has made little 
progress from the early days, and, if 
anything, advanced countries like Italy 
are gradually opting out of scooter 
manufacture. At a time when the Gov¬ 
ernment has been railing about multiple 
import of technology, it is strange that 
it should itself seek to import repeti¬ 
tive technical knowhow (particularly 
when the same knowhow is locally 
available). Is this implied preference 
for collaborating with a foreign com¬ 
pany and spending foreign exchange as 
compared to collaborating with an 
Indian capitalist also a part of the Gov¬ 
ernment’s brand of socialism? 

Even if foreign collaboration is con¬ 
sidered essentia], it is necessary to in¬ 
sist on purchase of drawings and tools 
once for all instead of paying recurr¬ 
ing royahy. But in an industry like 
scooters should the Government import 
knowhow at all? Rather than fritter 
away local talent on designing 16 types 


(rf acooten, it w^ld Be sei^^ to 
standardise two or three desjgitt, pool 
talent to develop them, and require 
standardised manufacture of these de¬ 
signs only. Anciilaries can he develop¬ 
ed to suit the required scale, a compe¬ 
titive environment of quality and price 
established, and local technology en¬ 
couraged. But can we expect the Gov¬ 
ernment to make this kind of effort? 

Sugar 

Shirking vio 0•control? 


SUGAR has been decontrolled amidst 
assurances to consumer, industrialist 
and grower that none will be hit. 
Since stocks have been piling up, the 
assurance to the consumer should 
hardly have been necessary. But the 
circumstances have not been so simple, 
and as one press report put it, the 
idea of decontrol was promoted i~ the 
Cabinet by the Ministry of Agriculture 
in view of the ‘strong case an upward 
revision of the levy price’. With total 
sugar production having risen consider¬ 
ably in the partial-decontrol years 
since 1967, the 40 per cent free mar 
ket sugar can no longer fetch the high 
prices needed to compensate the con¬ 
trol price on 60 per cent of the pro¬ 
duction. The plight, particularly of 
the UP mills, as a consequence is evi¬ 
denced in their high sugar stocks and 
high payments arrears to the growers. 

Decontrol, nevertheless, seems to have 
been the only easy way out for Gov¬ 
ernment. What with its ‘commitment’ 
to maintain price levels. Government 
has been averstr to increasing the price 
of 60 per cent of ‘levy’ sugar in total 
sugar supplies. On the other hand, 
‘free’ sugar would not tolerate higher 
prices either, as the high stocks with 
the mills indicate; indeed, the n-ills 
have been loud in complaining about 
the burden of carrying these stocks. 
Meanwhile, the arrears of payments by 
the mills to the growers have been 
vast and mounting. In UP, which is 
the worst off, they run into tens of 
crores and even in Tamil Nadu they 
have been Rs 5 crores. If sugar pro¬ 
duction is to be protected from raw 
cane supplies lieing diverted to gur, 
these dues cannot be neglected too 
long. Moreover, with the Assembly 
elections not far off, the arrears pose 
an embarrassing political problem, 
particularly in UP where both growers 
and mills are significant interests. Foi 
the Government, therefore, the line of 
least resistance was to obliterate the 
distinction between controlled and un¬ 
controlled sugar; by this measure some 
of the higher prices would be borne by 
the erstwhile controlled segment with- 


Double Standards 
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pan ^ ^ blame. Ibere was also the 
pressure for decontrol from the low- 
cost Maharashtra and Tamil Nadu 
mills whose margin with decontrol — 
anti the higher average all-India price 
levels reached thereafter — would be 
widened considerably. 

However, while the initial pressure 
for relief through higher levy price 
came from the UP, Bihar, and MP 
mills, these are the very high-cost 
mills that cannot hope to benefit from 
decontrol. Their decontrolled prices 
are unlikely to rise beyond their earlier 
free market prices which in the first 
instance were not sufficiently higher 
than their levy prices to prevent these 
mills from getting into financial straits. 
The very mills that need succour there- 
lori; are unlikely to get it adequately and 
unlikely to pay their arrears fully. 
Unless, of course, the Government 
intervenes to manipulate release so 
that markets are insulated to assure 
profitability for marginal mills. In 
effect then, neither partial nor total 
decontrol is really capable of solving 
the problems of an industry in which 
efficiency ranges arc so wide. 

What of the consumer? There is 
little doubt that while production has 
risen. So has consumption kept pace. 
Little doubt too, that prices will now 
rise significantly. Decontrol might 
have meant lower prices all round had 
the mills been forced to unload their 
stocks. But that is clearly not to be. 
Bank credit had already been extended 
more liberally to make carrying of 
stocks easier — even while, the free 
market price which was around Rs 1.65 
per kg in June last year had gradually 
risen to Rs 2.05 per kg. The upward 
progress of prices was aided by Gov¬ 
ernment itself, with total releases 
being cut from 600,000 tonnes 
in September last to 400,000 tonnes in 
October, and to 350,000 tonnes per 
month, since then to March 1971. In 
April, the increased releases were sup¬ 
ported by the higher demand of the 
marriage season. While making it 
easier to hold on to the stocks, exports 
are scheduled at 4 lakh tonnes — even 
though these are highly subsidised and 
would mean, if fulfilled, an internal 
shortage on current estimates ol de¬ 
mand and supply (37 and 38-40 lakh 
tonnes, respectively). Even the new ex¬ 
cise duty — 30 pet cent on all supplies 
against 37.5 per cent on the free 
sugar and 25 per cent on ration 
sugar may even work as a subsidy for 
the industry from the exchequer. So 
we may expect informal management 
of sugar prices by the 'all-India cartel 
of sugar manufacturers, with Govern¬ 
ment intervention only when prices lise 


to diarply n to make eugar's middle- 
class oonnimers more articulate. Since 
sugar is relatively still an article of 
luxury consumption in India, this is no 
matter of great urgency; but we are 
certainly no closer to a more economic 
resolution of the sugar problem. 

Steel 

In R«v«rs« Gear 


THE Government policy on steel has 
marked a steady retreat from the Raj 
Committee’s recommendations. And this 
when supply conditions, and the finan¬ 
cial position of Hindustan Steel, would 
justify a movement in the directions 
suggested by the Committee. Steel pro¬ 
duction has fallen far short of require¬ 
ments during the last two years and. 
according to picsent indications, this 
situation is likely to continue in 
197i-72. At the same time HSL’s 
financial position remains bad, and it 
continues to suffer financial losses 
(which in effect amounts to providing 
consumers of steel with unplanned sub¬ 
sidies of a like amount). 

The Government's response to this 
situation has been to set up a tight 
distribution system with advance depo¬ 
sits against orders. Given the steel 
shortage and banks’ willingness to give 
credit against steel, this has little mean¬ 
ing; it only passes on the borrowing 
burden from HSL to buyers of steel. 
For the rest, given two-thirds of steel 
capacity (and hali the output) in the 
public sector, HSL seems to derive 
little benefit from the present steel 
shortage. 

Clearly, the Government can use¬ 
fully work out a different, and more 
beneficial, poliey-tnix for steel. It 
could let the steel industry fix its own 
prices and its own product-mix. If it 
feels that the industry is exploiting its 
position in a sellers’ market, it can step 
in with the required issue of import 
licences. HSL can then be asked to 
use the freedom to improve its output 
and its financial position. 

The present system, though con¬ 
venient to the Steel Ministry bureau¬ 
crats and even the HSL, is- costly to 
the economy. The Steel Ministry, 
without any responsibility, dictates to 
HSL its product-mix and prices. One 
consequence of the Ministry involving 
itself in decision-making of this kind 
has been the permanent damage to 
the furnaces at Durgapur Steel, caused 
by the Ministrj’s faulty insistence on 
maximising steel output in the short- 
run. At the same time, HSL feels 
absolved of all responsibility for its 
poor results, as it sees itself as execut¬ 


ing the orders of the Miniatry. Why 
should the Steel Ministry have greater 
control over HSL than over TISCO or 
IISCX)? Can it not trust its own 
employees, the HSL management? And 
if, after it has been given such auto¬ 
nomy, HSL produces poor results, it 
will not have any scapegoats to explain 
them away. It is in this direction that 
the new Steel Minister should lead his 
Ministry. 

Glass Manufacture 

V*rtical Disintegration 


FOR the first time since 1964, Borosil 
Glass has shown a nominal profit from 
its working in 1970. Considering 
the difficult times which the com¬ 
pany has gone through, with the 
balance-sheet loss exceeding the paid- 
in share capital, the company appears 
to be at last beginning to turn the 
corner. 

Sales increased from Rs 135 lakhs 
in 1969 to Rs 170 lakhs in 1970. Profit 
before depreciation amounted to Rs 12 
lakhs (against a loss of Rs 9 lakhs in 
1969), despite a sharp rise of almost 
Rs 10 lakhs in the wage bill. The com¬ 
pany has been able to use its cash 
accruals to reduce its long-term bor¬ 
rowings from Rs 82 lakhs to Rs 71 
lakhs. 

Vrl ■ tin* lialancc-shci't position re¬ 
mains bad. Against net fixed assets of 
Rs 136 lakhs, long-term loans amount 
to Rs 71 lakhs. Short-term borrowings 
of Rs 169 lakhs exceed current assets 
of Rs 126 lakhs. The company still 
carries large stocks of finished goods 
of Rs 25 lakhs (reduced from Rs 33 
lakhs at the end of 1969). The accu¬ 
mulated loss of Rs 156 lakhs, as men¬ 
tioned above, exceeds the share capital 
of Rs 150 lakhs. 

The company has improved sales, 
particularly of tubing and chemical- 
ware. It has started marketing tubing 
for fluorescent lamps and plans to go 
in for glass shell manufacture for GLS 
lamps, to be financed out of its own 
resources and bank borrowings. Inci¬ 
dentally, this will be a case of verti¬ 
cal disintegration of a process with an 
independent glass manufacturer, en¬ 
abling small lamp manufacturers to 
have an independent source of tube 
and shell supply. This is a desirable 
development. At present large manu¬ 
facturers (like Philips) have captive 
production facilities for shells and tub¬ 
ing and independent manufacturers are 
at their mercy for their material sup¬ 
plies. In all, Borosil, after much wobbl¬ 
ing, is at last finding its path in the 
Indian market. 
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PERSPECTIVES 


Spectre Haunting Indira 

Ashok Rudra 


TIMINGS can be inconvenient. Could 
not the kisurrectiunists of Ceylon have 
chosen another time for their abortive 
uprising and the bloodbath in which 
the revolution they wanted got drown¬ 
ed? As it happens, these headstrong 
youths who have given this peaceful 
island its most profoundly traumatic 
experience of centuries have so ill- 
chosen their time as to cause a great 
deal of embarrassment to the Indian 
Press, Indian politicians and, of course, 
to Indira Gandhi. But for Ceylon, 
India’s great interest in Bangla Desh, 
albeit its advocacy of recognition of 
Bangla Desh as a substitute for taking 
the step itself, could have appeared as 
provoked entirely by considerations of 
liberty, democracy and humanitarian- 
ism. But the voices of liberty, demo¬ 
cracy and humanitarianism seem to be 
icmarkably muffled when it comes to 
Ceylon. There also certain things are 
happening. But no picture parades, no 
scri'aming headlines, no strongly-word¬ 
ed resolutions by political parties. 

“The rivers arc full of corpses and 
crowds stand at the bridges looking foi 
liodies of young ircrsoiis shot and 
thrown into the rivers by the amry and 
the police. Deaths arc estimated at 
20,000”, writes a friend who has been 
in Ceylon lately. "The army is bm- 
liilly mas.sacring young people. Every¬ 
one between 16 and 25 is i>otentially 
suspect. Arrests kave been so luimci- 
ons that the jails art: full. Not only 
>ourig ix>oplc, leaders of various Left 
jiartics have been taken to prison. The 
anny and police are in virtual control. 
Civilian authorities are onlookers. Even 
Mi’s or Ministers cannot go to a police 
station and iiiiiuirc after the lot of any 
prisoner. A witch bunt of intellec¬ 
tuals has begun. Left-minded teachers 
are lieing blamed for the radicalisation 
of the youth. The army is in a mood 
to crack down upon the entire Left — 
not sparing the motley crowd of revi¬ 
sionists helplessly clutching at power.” 

How could such -news be presented 
m detail in our newspapers, bow could 

IThis in a way constitutes the se¬ 
cond part of an assessment of politi¬ 
cal conditions under Indira Gandhi's 
regime, the first part of which, writ¬ 
ten by the present author, appeared 
in the issue of May 1 (“Towards a 
Vietnam in the Ganges Delta”, pp 
905-6) under the by-line “From a 
Special Correspondent’’.] 


it be commented upon from the point 
of view of liberty, democracy and hu- 
inanilarianism when timely Indian mi¬ 
litary assistance could be found by fu¬ 
ture historians to be the one single fac¬ 
tor that made all the difference between 
the insurrectionists taking over the island 
and getting crushed? Indian soldiers 
are there on the soil of Ceylon; the 
Indian Navy has been protecting its 
coasts; Indian helicopters have helped 
in the bombing misvions over rebel ter¬ 
ritory. 

How magnificently, with what sister¬ 
ly solicitude, did Indira respond to the 
cry of help from Sirimavol Indian mi¬ 
litary help flow out without an instant’s 
delay to Ceylon while India was not 
recognising Bangla Desh and, there¬ 
fore, not giving it much-needed milita¬ 
ry help. Not only that; India has been 
offering to give Ceylon much more than 
what it has asked for. Ceylon did not 
ask the Indian Army to give the Cey¬ 
lonese army tunning in anti-gucrilla 
warfare; India has offered It out of its 
own concern for the safety of Ceylon 
fioin its guerillas. Lest repayment 
difficulties create hardship in the flow 
of military i-quipment and personnel, 
India has in advance cancelled all of 
Ceylon’s debt.s incurred for its present 
svar purposes! 

True, the revolt in Bangla Desh and 
the armed uprising in Ceylon are two 
very different phenomena. The iormci 
encompassed practically the entire peo¬ 
ple of Bangla Dtish; the latter is the 
woik of a single revolutionary organi¬ 
sation. Also, the Bangla Desh revolt is 
ideologically neutral, the objective 
being national liireration; the armed 
challenge ot Ceylon was for the instil¬ 
lation of an extreme Left regime. It 
is also true that despite socialistic pre¬ 
tensions, India has never evinced any 
sympathy for extreme Leftist Ideas oi 
programmes; hence India’s not expres¬ 
sing support and not extending help to 
die rebels would be perfectly under¬ 
standable. But India’s rushing to the 
succour of a brutal military authority 
thrown off balance by a revolt of un¬ 
employed and impoverished rural 
youth is more than what is usual in 
normal diplomatic relations. It ought to 
.set a problem for (hose who genuinely 
believe Indira to represent — let inc 
get the cliches straight — the progres¬ 


sive, anti-monopoly, national bourgeoi¬ 
sie of India. Actually, her foreign po¬ 
licy line on Ceylon, as much as that 
on Bangla Desh, supports to the hilt 
the hypothesis we have set forth seve¬ 
ral times in the past — that if the mo¬ 
nopolists of India had any leader, that 
was Indira; and that if there was an 
imperialist masquerading as a socialist, 
that was again her. 

One word of explanation is necessary. 
By calling Indira Gandhi an imperialist 
wc do not mean that she is wholly an 
instrument of dollar imperialism. Wc 
mean Indira's imperialism in its own 
right. There is such a thing as an 
Indian monopoly capitalism, which has 
imperialist ambitions of its own. True. 
Indian monopoly capitalism, which at 
the time of the transfer of power was 
largely outside the tutelage of the im¬ 
perialism of the capitalistic powers of 
the West, has become more and more 
a part and parcel of the latter’s world¬ 
wide economic power system. But it 
would not be correct to say that even 
now Indian capitalism has no identity 
of its own and is completely subsidiary 
to the monopoly capitalism of the 
Western powers. The entire history o( 
India not getting enough foreign aid 
for its Plans and repeatedly postpon¬ 
ing, scuttling, or revising the Fourth 
Plan is a history of Indian imperialism 
trying to as.sert itself against oppressive 
domination by Western imperialism. 

Yet another manifestation of India’s 
imperialist ambitions has been in the 
field of Indian exports to certain parts 
of Asia and Africa — exports of goods 
as well as exports of capital. In the 
field of commodity trade, India lias 
been one of the most jiowerful and 
persistent advocates of free trade ar¬ 
rangements’ among S-E Asian countries. 
This clearly indicates that the Indian 
industi'ial magnates have the self-con¬ 
fidence that given a reserved area, pro¬ 
tected from competition by the indus¬ 
trially advanced West, Indian capital¬ 
ism would be able to develop fast at 
the cost of the. incomparably weaker 
industries of the .S-E Asian countries. 
Of course, Japan has to be contended 
with. 

Another expression of the expansion¬ 
ist ambitions oi Indian capitalism lies 
in India’s exports of capital. Our top 
monopoly "houses are setting up plants 
in countries of East Africa and the Gov¬ 
ernment has been sending, at its own 
cost, emissaries to various countries of 
Asia with offers of technical knowhow 
and industrial collaboration agrccment^. 
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This is the tyre that was built taking into account the most 
demanding driving requirements. A tyre that can ride smoothly on 
even rough road surfaces. Can withstand the heat of summer, 
and provides the safety you need on wet monsoon roads. 

Can take the wear and tear of frequent stopping and starting. 

You get all this toughness in a Firestone tyre, because of exclusive 
Tripie-Strength Construction—that’s a special method of bonding 
the tread to the tyre, reinforcing the sidewalls and insulating 
the cords. 

When you want more kilometres and greater safety 
for your money—you need ‘The Strong One’ from 


Sold throughout India— 

JTrimJ See your Firestone dealer today. 
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Con it be doubted diat India’s inte' 
rest in an independent Bangla Desh is 
largely motivated by the desire to se> 
cure a huge market for India’s products 
and Indian capital? There is, of course, 
no cmnparison between the suave and 
civilised ruling class of India and the 
brutal and barbaric soldiers in power 
in Pakistan. All the same, if indepen¬ 
dent Bangla Desh did come into being 
under the leadership of the Awami 
League, there might well have been 
just a change over from one form of co¬ 
lonial exploitation to another. 

However, there had not been any 
military expressions of India’s imperia¬ 
listic ambitions up till now. Ceylon has 
provided the occasion. Siriinavo and 
her comic trotipe of Trotskyites and 
Moscovites will have the unenviable 
task of justifying their various postures 
in the future, having soaked their hands 
in the blood of their own youth with 
the help of arms supplied in concert by 
Washington and Moscow, Delhi and 

SCIENCE 


IN a countty of scarce resources, it is 
hut natural that any ‘unproductive’ ac¬ 
tivity such as research in pure science 
should receive at best a condescending 
sufferance from the public. In fact, 
l)ut for the awe which science inspires 
III people, public criticism against ex¬ 
penditure on fundamental research in 
india .would perhaps have been less 
halting and subdued. It is easy enough 
to persuade oneself that somehow science 
in general and basic research in parti¬ 
cular are of benefit in the long nin, 
for did not an understanding of the 
atom result idtimately in the produc¬ 
tion of nuclear power? But the same 
lay public when confronted with tlie 
fact that keeping track of the pulsars 
through a radio telescope or studying 
elementary particles and their behavi¬ 
our is of hardly any utility in the fore¬ 
seeable future would want to know 
why they should subsidise research 
which is not of proven or even likely 
utility. 

So it is that when the Tata Institute 
of Fundamental Researidi celebrated its 
Silver Jubilee recently,'the Prime Min- 


Islamabad. If Sirimavo over-reacted 
that must have been because of the 
total lack of experience of the police 
and army in tackling even ordinary 
agitations, let alone a well prepared, 
dioroughly armed, uprising by a youth 
army of 20,000 or more. But Indira 
has also over-reacted. Why? Did she 
see a spectre? Far-sighted as she is, 
did she see at tlic southern tip of her 
empire the huge shadow of a spectre 
that she fears will make its appearance 
in the eastern part of the subconti¬ 
nent? Does she also see the outline of 
a Vietnam in the Canges Delta? And has 
she over-react«d consciously or uncons¬ 
ciously to demonstrate to the would- 
be guerillas of this area the terrible 
alacrity and rcpiessivcness with which 
-he will act once the spectre does raise 
its head anywlicre on the Indian .soil? 
Has she been concerned with putting 
her record straight so that she may also 
receive similar military assistance from 
friendly powers once she is challenged 
the way Siriinavo has been? 


ister thought it fit to wonder whether 
the returns mi investment in funda¬ 
mental research are adequate, whether 
the re.search is of social relevance, etc 
etc. This inability to look upon ba.sic 
research expenditure primarily as con¬ 
sumption rather than as investment is 
in part due to the understandable re¬ 
luctance of scientists to admit it as 
such. For scientists to pretend that 
somehow basic research can be of im¬ 
mediate practical application may be 
of short-term benefit to themselves, but 
is neither honest nor necessary for sur¬ 
vival. Of course, this is not to say that 
the society docs not derive any benefit 
f'om basic re.search. Nevertheless, the 
fact that funding for pure science can¬ 
not be justified on the basis of inputs 
and outputs has to be faced squarely. 
The desirability of such expenditure 
can be established only on cultural 
grounds. Once the myth of immediate 
social relevance of basic research is 
given up, the arguments for its conti¬ 
nuance and encouragement can be 
seen in the right perspective. Chandra¬ 
sekhar, than whom a more ardent 


champion of pure .science it is difiBcult 
to find, says: “The reason for science 
cannot be measured in terms of needs, 
though needs are relevant and impor¬ 
tant and in many instances shall have 
the first priority. But to say that hu¬ 
man needs have first priority is not to 
say that the long-range needs of the 
human spirit can be ignored.’’* 

At the present time in our country, 
lesearch in pure science cannot perhaps 
be accorded high priority. I do not 
intend to discuss here the need for 
public support to basic research; the 
arguments are well known and more 
or less generally accepted. SufiBcc It 
to say that every civilised society has 
clearly recognised its existence as a 
necessity, or even an inevitability. One 
might enter into endless arguments 
about the percentage of the expendi¬ 
ture on R and D which should be allo¬ 
cated to pure research. Be that as it 
may, it can hardly be claimed that the 
present allocation for it in our country 
is of great budgetary significance. But, 
whatever the ultimate allocation that is 
decided upon, the only return the gov¬ 
ernment has a right to expect and in¬ 
deed a duty to insist on from basic re¬ 
search institutions is research work of 
high calibre. In the prevailing atmos¬ 
phere of general ineptitude, however, 
the very olficiency of certain institu¬ 
tions devoted to basic research in the 
production of scientists of calibre seems 
to operate against their survival. In 
other words, the question arises why 
the services of many young scientists 
of stature .should not he utilised for ‘de¬ 
velopmental’ activities. So often there 
is talk of scientist.s’ responsibility to the 
sirciety, the .social relevance of scienti¬ 
fic reseaich, and so on. 

This seemingly persuasive line of ar¬ 
gument is superficial and on analysis 
will be found to be totally fallacious 
For, the fact remains that an efiBcient 
research worker, say in theoretical phy¬ 
sics, is no better equipped to deal with 
sociological problems than the next 
person. As an example, even in the 
field of scientific administration, Chan¬ 
drasekhar, though an eminent scientist, 
considered himself ill-equipped to take 
on himself the resjionsibility of the 
Chairmanship of the Atomic Energy 
Commission of India. Secondly, scien¬ 
tists have their own value system, 
which is often not only not identical 
to that required in activities aimed di¬ 
rectly towards national development, 
but can on occasion even be contrary. 
Few have a right to insist on a physi¬ 
cist that the problems of the refugees 
from Bangla Desh are more Important 


Fundamental Research and 
Social Relevance 

S Ramanan 


1071 



than die structure of q;)ace-tinie. Whfle 
sociologically this may even be admit¬ 
ted as valid, the value of a physicist 
to the country lies in his ability to 
tackle problems of physics and not in 
his supposed expertise being brought 
to bear on questions which are scienti¬ 
fically irrelevant. Although, prima facie, 
this looks like putting a premium on 
'uselessness*, it is only logical that each 
individual should be allowed and en¬ 
couraged to work in the field of his 
efficiency with pride in his work. Such 
scientists who wish, either due to im¬ 
pulse or due to other compulsions and 
attractions which operate in any econo¬ 
my, to be of help to the society can and 
should leave pure .science and work 
where they feel they are being more 
efficient in operation and satisfied in 
spirit. The migration of pure scientists 
to technology is one of the indirect 
ways in which fundamental research is 
of benefit to society. 

Moreover, it is questionable whether 
there is any direct relationship at all 
between specific kinds of fundamental 
research and the eventual application 
of the findings in practice, and it 
seems, in fact, that success in exploit¬ 
ing science for practical purposes does 
not therefore result from guidance of 
fundunicntul research by practical con- 
sideration.s, but from bringing to the at¬ 
tention of potential users whatever may 
be relevant for them in pure scienc'e.* 
Thus, the case for pure scientific re- 
.search has to be based on what it has 
always been, namely, its ability to meet 
the cultural needs of a scientific socie¬ 
ty. In other words, pure research is an 
offshoot, and hardly ever the precur¬ 
sor, of a civilised society. 

RESPON.siniLiry fok Hjchek Educaiion 

On the other hand, in order to stimu¬ 
late fuither a climate of scientific in¬ 
quiry, the scientists’ responsibility in 
the field of higher education is im¬ 
mense. Particularly in our country 
where the universities are run on bu¬ 
reaucratic lines with all the conservat¬ 
ism that goi'.s with it, the few who arc 
not afraid to be judg<-d by absolute in¬ 
ternational standards have much to ac¬ 
count for. The i.solation of many basic 
research in.stitutiuns from the scentific 
and educational system has often been 
commented upon adversely, .sometimes 
with truth. In order to analyse how 
this i.solation has come about, one must 
recognise the iinlortunate antagonism 
that has tended to develop between 
scientists of excellence and departments 
of the universities. Any scientist recog¬ 
nises that he can keep hknself from 
getting stale only by constant contact 
with young minds and in fact sees this 


contact ks necessary' for the peti>etu- 
ation of his ‘class’. The institutional 
rigidity that is usudly the inhibiting 
factor in such contacts is that of the 
universities. It is in this regard that 
the UGC which holds the financial 
strings has to be responsible and res¬ 
ponsive to the counsel of scientsis. Na¬ 
tional Centres whose academic excel¬ 
lence has not been questioned, are 
hardly consulted on any matter of edu¬ 
cational poUcy. As an example of the 
method of functioning of the UGC, one 
might cite this observation® of the Ma¬ 
thematics Reforms Committee, 1908: 
“Some American mathematicians have 
also recently held seminars for college 
and school teachers in our country and 
this also should contribute to the im¬ 
provement of the teaching of mathe¬ 
matics in our schools and colleges.’’ 
There is no effort to identify the needs 
of the teachers, the kinds of improve¬ 
ment that arc aimed at; there is no at¬ 
tempt to justify the implicit assumption 
that there is a dearth in our country 
of mathematicians who could more ef¬ 
fectively contribute to this improvement 
than the inevitable foreign expert. The 
indictment* by Everett M Ilaffncr of 
the way the Summer Schools are or¬ 
ganised in our country should suilice 
to drive this home. He says that the 
Summer Institute in which he partici¬ 
pated was organised without adequate 
planning, had poor facilities, etc, that 
the library was poorly stocked and in¬ 
accessible, slide projection was inade¬ 
quate, experiments were imassembled, 
the shop was useless, that the work of 
following up and encouraging the pro¬ 
gress of ex-participants had been left 
undone. Well, then, for whose benefit 
was the Simimer Institute organised? 

Finally, it should be understood in 
governmental circles that at least as far 
as higher education is concerned, no 
crash programme can work. It re¬ 
quires dedicated and sustained hard 


work over the years and taiget-qpc&d- 
ing of huge outlays are not merdy un¬ 
likely to be of any avail, hut may be 
self-defeating, for this could place in 
positions of influence men who are 
neither creative nor aware of die pre¬ 
sent day scientific needs. In .our zeal 
for progress we ought not to jeopardise 
future growth by placing wrong men 
at the helm. 

To conclude, this is a plea to let 
pure scientists of excellence work 
without the stigma of parasitic irrele¬ 
vance, without living to be on the de¬ 
fensive for working on the ‘frontiers of 
knowledge’ (which, by their very na¬ 
ture, are likely to be inaccessible to the 
public), in an atmosphere in which the 
only norm of judgment would be in¬ 
ternational scientific relevance. The 
constant talk of social relevance bos a 
way of upsetting absolute standards at 
the few centres where they prevail. 
Such returns as the country may 
derive from institutions devoted to such 
research need to be recognised as inci¬ 
dental, except in the field of higher 
education. While the scientist in his 
efforts to stimulate a scientific environ¬ 
ment requires a sympathetic lowering 
of his sights, the universities and other 
agencies such as the UGC need to 
adopt a less bureaucratic attitude, in 
which scientists of excellence are asso¬ 
ciated with matters of scientific educa¬ 
tional policy. 

Notes 

1 “The Joy of Pursuing Pure Sci¬ 
ence”, Ben-David, Indian Express, 
April 16. 1971. 

2 “Fundamental Research and the 
Universities: Some Comments on 
International Differences”, Orga¬ 
nisation for Economic Co-opera¬ 
tion and Development, Paris, 1968. 

3 Report of the Mathematics Re¬ 
form Committee, University Grants 
Commission, New Delhi, 1908. 

4 “An Institute in North Bengal”, 
Everett M Haffner, Physics Today, 
June 1967. 


SUBSCRIPTION RATES 



Inland 

Foreign 
(Sur&ce Mail) 



Six months 

Rs 32 




One year 

Rs 60 

Rs 75, S 10.00, 

£ 

4.25 

Two years 

Rs 110 

Rs 140, S 18.75, 

£ 

7.75 

Three years 

Rs 160 

Rs 205, % 27.50, 

£ 

liJO 


Foreign Air Mall Rates on Inquiry 


Concessional Rates for Students, Teachers and Researchers 
Six months Rs 13 One year Rs 25 

Two years Ra 45 Three years Rs 65 

Concessional Rates Are Not Applicable to Institutions 


1072 




COMPANIES 


Wherefore Pessimistic? 

HuMvivek 


ARVIND MILLS has submitted appli¬ 
cations to the Company Law Board 
for investment of Rs 2.40 crores in the 
equity capital of the proposed new 
company *Arvlnd Petrochem’ and to 
the Controller of Capital Issues for 
issue of a capital of Rs 6 crores by 
the new company. A draft of a contract 
for supply of ethylene gas has been 
submitted to Ridian Petrochemical 
whose naphtha cracker plant is expect¬ 
ed to start operations by the end of 
1973 or in early 1974. This plant will 
supply the main raw material, 
ethylene, to Arvind Petrochem’s plant 
for the manufacture of polyethylene. 
The management therefore wants the 
setting up of its proposed plant to be 
synchronised with the setting up of the 
naphtha cracker plant. Land and other 
utilities have already been earmarked 
by the Gujarat Industrial Development 
Corporation for the plant. Meanwhile, 
the company is still awaiting the Union 
Government’s approval to the colla¬ 
boration agreement, entered into with 
National Distillers and Chemical of the 
US, which was submitted a long time 
ago, DCTD has cleared the applica¬ 
tion for import of capital goods, except 
in respect of a few machines and 
instruments available in the country. 

As part of the reorganisation and re¬ 
novation programme, the company 
incurred capital expenditure of about 
Rs 56 lakhs in 1970. Despite increases 
in costs, it turned out better results 
owing mainly to increased demand fur 
cloth. The directors find it difiioult to 
assess the prospects for the current 
year. They point out that the rise in 
the wage bill and the increase in the 
Bank rate coupled with heavy credit 
squeeze imposed by banks have created 
“serious" financial difiBcuIties. They 
think that, if this situation persists, it 
may lead to closure of a number of tex¬ 
tile mills in the country. The company’s 
earlier application for issue of bonus 
shares in the proportion 1:3 was turned 
down by the Controller of Capital 
Issues under the revised guidelines laid 
down by Government, whereby permis¬ 
sion is not granted for issue of bonus 
shares more than twice in a period of 
five years. The company had issued 
bonus shares in 1966 and 1967. The 
company has now been granted permis¬ 


sion to issue bonus shares in the same 
ratio. 

GOODLASS NEROLAC PAINTS ex¬ 
pects major benefits from increased pro¬ 
duction next September onwards. Con- 
•struction of the pigment factory at the 
new site and expansion of paints pro¬ 
duction at the Ferguson Road unit are 
both nearing completion, but fall pro¬ 
duction from this has been delayed by 
3 or 4 months due to “unavoidable 
reasons beyond the company’s control". 
The company’s working in the first four 
months of the current year has shown 
higher turnover and the chairman envis¬ 
ages satisfactory results, but he has 
cautioned shareholders that net profit is 
likely to get reduced because of heavy 
charges for depreciation and interest on 
the large capital expenditure on the new 
factory which will be debited to the 
1971 accounts; besides, there will be 
debits for development rebate though 
the full benefits of this exitenditure will 
accrue fully from 1972 onwards. F H 
Kemple also points out that the com¬ 
pany has arrived at an agreement with 
the labour union after prolonged negotia¬ 
tions in respect of various “long out¬ 
standing issues and demands.” The 
terms of settlement, he adds, have been 
“very onerous” and will be a “heavy 
burden” on the company over the years 
to come. He hopes that these large 
increases will maintain industrial peace 
and will encourage workers to raise pro¬ 
ductivity. Kemple also points out that 
the paints industry continued to experi¬ 
ence shortages of raw materials and 
faced soaring prices of indigenously 
available raw materials. Price of lin¬ 
seed oil and other oils remained at 
“very high” levels and there were “seri¬ 
ous shortages” of glycerine and soda 
ash. Despite “severe competitive con¬ 
ditions”, GNP was able to lift its net 
turnover by over 15 per cent in 1970, 
thanks to the agricultural prosperity and 
improving industrial conditions in the 
cc'untiy. The company’s exports increas¬ 
ed from Rs 10 lakhs to Rs 14 lakhs. 
The chairman contends that export of 
paint to developed and underdeveloped 
countries is a "fiercely competitive” 
business, as paint is one of the first 
items that underdeveloped countries take 
up for manufacture. 


SANDVIK Asia’s application for an 
industrial licence for manufacture of 
welded stainless steel tubes has been 
turned down. The company is “actively” 
considering some other proposal for 
expansion or diversification. The 
management is confident of getting the 
consent of the Controller of Capital 
Issues for issue of bonus shares, on a 
one-for-five basis, since the company 
satisfies the guidelines laid down by 
Government. The proposed free shares 
will participate in the dividend from the 
current year. Nawal S Phataiphekar, 
chairman, declined to promise mainten¬ 
ance of the 12 per cent distribution on 
the capital to be so increased, even 
though last time it was covered 2.77 
times by earnings of three-fourths of the 
year. With a change in the accounting 
year, the latest results are not strictly 
comparable with those of the preceding 
year. But they do nevertheless show 
substantial improvement. Exports aggre¬ 
gated Rs 16 lakhs, and export orders on 
hand, as on April 1 last, stood at around 
Rs 36 lakhs. The current year’s expend 
performance is expected to be still 
better. 

ANDHRA BANK achieved good pro¬ 
gress in its 47th year ended December 
1970. It opened 65 new branches — 
46 of them at places where there were 
no banking facilities before. Deposits 
increased by over 24 per cent, to Rs 
65.05 crores, and advances by about 31 
per cent, to Rs 46.27 crores. As at the 
year-end, advances to agriculture were 
R.S 9.85 crores, spread over 65,706 agri¬ 
culturists, advances to small-scale indus¬ 
tries aggregated Rs 7.01 crores covering 
assistance to 883 units. The outstand¬ 
ings to the ‘priority sectors’, including 
exports, stood at Rs 18.64 crores — or 
40.3 per cent of total advances. Under 
the lead bank scheme, the bank com¬ 
pleted the survey of West Godavari, 
Srikakulam and Ganjam districts, and 
conducted a joint survey of Krishna dis¬ 
trict with Indian Bank. Survey reports 
in respect of West Godavari and Srika¬ 
kulam district have been released, and 
those for the remaining two districts are 
being finalised. ’The bank would also 
be participating in the Small Farmers 
Development Agency Scheme af the 
Goveniment of India in Srikakulam dis¬ 
trict. It is participating in the scheme 
of financing primary agricultural socie¬ 
ties. With the expansion of business, 
the bank earned a net profit of Rs 9 
lakhs against Rs 6 lakhs last year, after 
providing Rs 6 lakhs (Rs 4 lakhs) for 
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depreciation. The dividend of 7 per 
cent requires Jess than Rs 4 lakhs. 

JRONEO VICKERS WDM. manufac¬ 
turing and marketing a wide range of 
butinest systems, postal/insurance frank¬ 
ing machines, .steel cupboards, shelving 
and certain other furniture items, lias 
plans to expand jiroduction of its exist¬ 
ing range oi products and to undertake 
manufacture of .sume other sophisticated 
business machines and sy.stems, viz, 
duplicators, photo-copiers, mail-room 
equipment, etc. As before, technical 
knowhow, de.signs, patents and services 
will be provided by lionco of the UK 
without fee or royalty. To raise part 
of the odditional finance required for its 
expansion programme, the company is 
offering to the public two lakh equity 
shares of Rs 10 each at par. The public 
issue is fully underwritten and is 
managed by the Management Consulta¬ 
tion Division of the First National City 
Bank, New Dcllii. An amount of Rs 
2.50 per share is payable on applica¬ 
tion, and the lialancc in two or more 
calls withk) a iieriod of one year or 
more from the date of allotment with 
a minimum interval of two months bet¬ 


ween the two calls. A dividend of 10 
per cent has been declared for the year 
ended November 1070. The Directors 
hope that the company would be able 
to pay a “reasonable" dividend on the 
increased capital. Shared Mangesh 
Nahar is the chairman and Satya Pal 
Ahooja managing director. The com¬ 
pany is a wholly-owned subsidiary of 
the UK company. Its present paid-up 
capital is Rs 29,26,100. Incorporated in 
1967 to take over the Indian business 
of the parent company, it has set up a 
manufacturing unit at Faridabad, near 
Delhi. Arrangements are expected to 
be finalised shortly for another unit. 
Most r|w materials required for the 
company's products are available in the 
country. The company has an efiReient 
sales force. Through the network of its 
own sales offices in principal cities and 
distributors and stockists, the company 
is well poised to take advantage of the 
expanding market for its products. 

GUEST, KEEN. WILLIAMS recorded 
a swift recovery In 1970. This was 
primarily brought about by sustained 
demand for the company’s products, 
but the process was considerably aided 


by organisational improvements and 
extensive management development at 
all levels. The results could have been 
.still better, but for two major setbacks 
— the closure of the Andul Road works 
on account of a lock-out for two 
months at the beginning of the year 
and the persistent shortage of steel and 
certain other materials. The company’s 
liquidity position showed a vast im¬ 
provement. On January 1 last, the out¬ 
standing balance of 6.5 per cent deben¬ 
ture stocks 1866-71 amounting to 
R$ 1.19 croies was repaid on maturity. 
Cash and bank balances, after repay¬ 
ment of this loan and ignoring unclaim¬ 
ed amounts still lying in the debenture 
redemption and various disridend aud 
debenture interest accounts, totalled 
Rs 4.21 crores. Cash not required for 
immediate business was invested on 
short-term deposits with banks and 
fetched a considerable amount of inte¬ 
rest. Capital expenditure on replace¬ 
ment and balancing equipment amount¬ 
ed to Rs 46 lakhs. Exports of the com¬ 
pany’s products were only a shade 
better at Rs 77 lakhs, as export efforts 
were retarded by the continuing steel 
shortage. 


The Week’s Companies 


(Ra in lakhs) 



Arvind Mills 

Coodlass 

Nerolac 

Sandvik 

Asia 

GKW 



Latest Year 

Last Year 

Latest Year Last Year 

Latest Year 

Last Year 

Latest Year La.st Year 


31-12-70 

31-12-69 

31-12-70 

31-12-69 

31-12-70* 

31-3-70 

2-1-71 

3-1-70 

Paid-up capital 

171 

171 

90 

90 

110 

no 

632 

632 

Reserves 

490 

363 

107 

96 

120 

07 

1288 

1058 

Borrowings 

202 

2;35 

93 

49 

265 

239 

641 

779 

of which Term borrowings 

36 

42 

— 

_ 

_ 


327 

458 

Gross fixed assets 

871 

820 

115 

107 

312 

316 

2461 

2434 

Net fixed assets 

437 

338 

101 

68 

147 

171 

1364 

1440 

Investments 

52 

55 

— 

_ 

_ 


36 

44 

Current liabilities 

263 

333 

116 

106 

158 

138 

1185 

546 

Current assets 

634 

706 

305 

274 

507 

414 

2329 

1506 

Stocks 

237 

245 

122 

105 

250 

225 

1134 

816 

Book debts 

203 

393 

169 

154 

241 

170 

706 

613 

Net sales 

900 

815 

580 

503 

431 

480 

4259 

3203 

Other income 

30 

30 

... 


2 

2 

86 

75 

Raw material costs 

294 

269 

337 

272 

177 

194 

2310 

1448 

Wages 

199 

170 

74 

64 

51 

57 

723 

701 

Interest 

19 

21 

6 

4 

17 

21 

50 

76 

Grou proflt(+)/loss(—) 

191 

149 

60 

52 

in 

95 

834 

288 

Depreciation provision 

42 

47 

5 

5 

23 

26 

122 

128 

Tax provision 

71 

44 

33 

26 

51 

42 

486 

103 

Net profit(-f )/loss(—) 
Development rebate provision 

78 

58 

22 

21 

37 

27 

246 

57 

7 

15 

1 


1 

4 

3 

32 

Transfer to reserves 

Dividend 

34 

6 

11 

10 

13 

10 

165 

27 

Amount 

E 36 

P 1 

E 30 

P 1 

11 

11 

13 

13 

101 

51 

Rato (per cent) 

E 24 E 24 

P 5&4.5 P 5&4.5 

12 

12 

16 

12 

16 

8 

Cover (times) 

1.94 

1.17 

2.00 

1.91 

2.77 

1.77 

2.46 

1.02 

Ratios (per cent) 

Gross profit/aales 

21.22 

18.26 

10.34 

10.34 

25.73 

19.79 

16.34 

e.oo 

Net profit/capital employed 
Inventoiies/sales 

9.03 

7.54 

7.58 

8.93 

7.47 

6.05 

9.61 

2.31 

28.55 

30.06 

21.0.3 

20.87 

58.00 

35.42 

26.62 

25.57 

Wages/salee 

21.55 

20.86 

12.75 

12.72 

11.83 

10.87 

16.98 

21.88 


• 9 months 


1074 





FROM OUR CORRESPONDENTS 


Industrial Labour: A Privileged Class? 

Bagaram Tulpule 


ANY meaningful dialogue with organi¬ 
sed labour on the premise that indus¬ 
trial workers in the country are a pri¬ 
vileged group, can hardly even begin. 
This premise is not new, of course; in¬ 
dustrialists in the country have been 
repeating it for years, obviously for 
their own purposes. But that the 
Prime Minister should have subscribed 
to it, as she did in her inaugural 
address to the trade union leaders’ con¬ 
ference convened by the Labour Min¬ 
ister in New IDelhi last week, is unfor¬ 
tunate. The dire poverty in which vast 
r.umbers of people in our country have 
to live does not make those who are 
only slightly less poor, a privileged 
group. The industrial workers' wages 
are still below the need-based mini¬ 
mum norm; their housing conditions 
are appalling; their social status is low; 
opportunities for education and ad¬ 
vancement are absent; their real wage 
has been more oi less stagnant over tlic 
past two dcades: they have not got any 
share in the rise in labour productivi- 
!>• that has taken place during that pe¬ 
riod. What is more, even the burden 
of the unemployed is carried in a large 
measure by -ihe employed workers 
since the unemployed belong to work¬ 
ers' families. The PM seemed to be 
unaware of all the.se widely acknow- 
lerlged facts when she declared that "in 
our countr)-, to be employed is itself 
a privilege’’. It is not surprising that 
what she described as "a frank dialo- 
gui’" with labour but which turned out 
to be a peroration, did uot make the 
dr-sirwl impression on the trade union 
leaders who had been invited to the 
flonference. 

Wide Gap 

There is a wide gap in the appioa- 
ches of the Government and the trade 
unions to the question of industrial 
peace. This gap had been brought 
into focus in the declaration put out 
the day before the Conference by a 
meeting of most of the trade union 
organisations which had been invited 
lor the Conference. The document cir¬ 
culated by the Government as well as 
the ■ .speeches of the PM and the La¬ 
bour Minister, viewed a faster rate of 
economic growth as the absolute impe¬ 
rative and therefore wanted the trade 
unions "to assist, by all means- in their 


power, in fulfilling the objectives 
which underly Government’s plans and 
programmes”. The trade unions, on 
the other hand, are not willing to accept 
without question the “Government’s 
plans and programmes” even if they 
are erjually concerned about economic 
growth. They are concerned, as their 
declaration assert.s, with the totality of 
the .socio-economic policies of the Gov¬ 
ernment which they consider to be 
anti-labour. They want an effective 
voice for organised labour in shaping 
these policies and the priorities under¬ 
lying them. They feel that the present 
policies will not end the predominance 
of big business in the economy and 
politics of the country. They want a 
significantly tlifferent role and status 
tor workers from the present, cog-in- 
the-whes?! status, both in industry and 
in societs'. The> want a higher priority 
for the basic claims of workers such as 
rising real wages, better housing, freer 
collective bargaining rights. They view 
the whole que.s(ion of industrial strife 
in this wider context and not merely as 
a matter of procedure for solving spe¬ 
cific industrial disputes. They do not 
accept "strife-free growth” as the ab¬ 
solute imperative because past experi¬ 
ence has convinced them that a higher 
growth rate is by itself no guarantee 
of higher esnployment or better stand- 
•ird.s for workers in the absence of the 
correct socio-economic policies and 
measures. Neither the PM nor the La- 
Iwur Minister showed any awareness of 
this wider context of trade union think¬ 
ing. 

Almost the only point of the PM’s 
address was that industrial strife ad¬ 
versely affected the rate of economic 
growth and thereby hurt the interest.; 
of workers and other poorer sections ol 
the society. She sought to lend .-in 
edge to this point by stressing that the 
problem of unemployment could not 
be tackled without a high growth rate. 
This line was unlikely to impress trade 
unions much since in their everyday 
experience they sec enormous loss of 
ind'istrial production through causes 
which the PM herself mentioned in her 
speech: shortages of materials, admi¬ 
nistrative delays, mis-deployment of re¬ 
sources, had management and adverse 


market conditions, not to speak of wil¬ 
ful restrictions on output by industria¬ 
lists, much of which could be avoided 
by proper planning, administration and 
management. As against this, even an 
extra crorc of man-days lost through 
strikes would correspond to a produc¬ 
tion loss of the order of about Rs 25 
crores a year, hardly enough to make 
a significant impact on the growth rate 
or on the unemployment situation. 

Specific Prohlems 

The Labour Ministry’s document a.s 
well as the Minister’s speech raised 
some specific problems in industrial re¬ 
lations such as recognition of unions, 
procedure of settling disputes, wage- 
produrtivity linking, and .so on. Most 
of tliese have been under debate for 
many years and if nothing concrete has 
been done about them, it is because 
the Government lacked the will to do 
anything. The differences among diffe¬ 
rent trade unions on some of these sub¬ 
jects are urll known, but they need 
not have deterred the Government from 
deciding on and implementing some 
purposeful policy. In the present Con- 
ferenct* too, the Government failed to 
show such will. On the other hand, 
the labour representatives asked with 
iiear-unanimity that the Government 
should minimise its part in labour-man¬ 
agement relations and leave the parties 
thcmsr'lves to sort out their differences. 
Even on the question of union recog¬ 
nition. there was a new inclination 
among the unions to find out a solution 
on their own rather than ask the Gov¬ 
ernment to provide a solution. If the 
Minister was serious when he said that 
"disputes arc best settled between the 
parties through mutual discussion and 
negotiation”, he shoiiUl have no hesi¬ 
tation in agreeing to let unions and 
employers find solutions to their dis¬ 
putes even if that may mean occasional 
conflict, for, evr’ii with the interven¬ 
tion of the Government, conflict still 
occurs on a wide scale. Indeed, this 
may hr- the most crudal issue in the 
whole controversy over industrial rela¬ 
tions: is the Government willing to 
give up its role of arbiter in industrial 
rlisputes? Judging from the reluctance 
of the Government even to accept the 
National Labour Commission's recom¬ 
mendations about the Industrial Rela¬ 
tions Commissions, this will call for a 
radical change in official attitude. If 
the Government is not prepared for 
such a change, it cannot blame the 
trade unions for the state of labour- 


1075 



May 29, 1971 


management relations, for it is now 
generally recognised diat the Govern¬ 
ment has taken upon itself far greater 
responsibilities in this field than it can 
possibly discharge effectively. 

SiCNincAN-r Deveix)pments 

To say this is not to plead for a re¬ 
turn to the law of the jungle as Is 
sometimes made <mt. In fact there is 
reason to Iwlievc that once trade unions 
and employers arc made responsible for 
solving their mutual disputes and the 
props of Government intervention are 
no longer available to them, they will 
leam to think and behave differently 
and more constructively than at pre¬ 
sent. This may be expected to reduce 
rather than aggravate conflict. 

Thus while the trade union leaders’ 
confrontation with the Government can¬ 
not he said to have produced anything 
worthwhile, far more significant deve¬ 
lopments are taking place w’ithin the 
trade union movement itself. For some 
time now, there have been Indications 
that the major central trade union or¬ 
ganisations have been feeling in¬ 
creasingly frustrated at their own in¬ 
effectiveness both at the national and 
the unit h-vels. They also seem to have 
realised, slowly and painfully, that they 
had them-selves to thank for this ineffec¬ 
tiveness. Theii mutual rivalries and 
their inability to put up even a sem¬ 
blance of a common front Irefore the 
employers and the Goveniment had 
reached the point of reductio ad ah- 
swdiitit. 

Informal contacts between the 
INTUC and the IIMS and between the 
AITUC and the IIMS had been sepa¬ 
rately established some time earlier, 
though it had not been possible fur all 
thretf to sit together to examine their 
mutual relations. But even these fac¬ 
tional contacts had revealed significant 
changes in attitudes all round. The 
Conference of trade unions leaders 
convened by the Labour Minister 
seems to liave acted as a challenge to 
the organisations to do something to 
put the trade union movement in bet¬ 
ter ordci. 

The meeting of representatives of all 
trade union organisations convened 
jointly by .AITUC and IIMS a day 
prior to the Minister’s Conference was 
a Iregimung in this new endeavour. 
Even the INTUC officially sent its ob¬ 
server to this meeting — something 
that would be inconceivable a year ear¬ 
lier. The imeting produced a unaiu- 
nious declaration not only setting out 
the trade union .stand on a broad range 
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of issues but also asserting die parti¬ 
cipant organisations’ determination to 
strive for securing increasingly united 
thinking and action by the trade union 
movement. The meeting also set up a 
three-man convening committee tp keep 
up the contacts and consultation with¬ 
in the movement. 

Between the INTUC uid HMS, a 
liaison body is in the process of being 
set up with a view to achieving greater 
understanding among them. The 
INTUC, indeed, seems to have shown 
readiness to go more than half-way in 
this process. Both in the matter of con¬ 
tacts with non-INTUC organisations as 
also on highly controversial and emo¬ 
tional issues like the procedure for 
union recognition and freedom to 


strike, the IN'TUC seems to be Car 
more tolerant to dissenting views and 
willing to explore ways of teccBicdiBK 
such views. This change opens the way 
for a far-reaching compact if not actual 
unification between the INTUC and 
the HMS in the first instance and over 
a much wider field in the not too dis¬ 
tant future. 

'This may sound optimistic and there 
are, no doubt, a whole lot of problems 
to be solved and impediments to be 
overcome. But to those familiar with 
the bitterness of inter-union rivalries, 
the change that has already taken place 
is little short of striking. Never in the 
past 25 years did the prospect of rebi- 
tegration of the trade union movement 
appecu so bright. 


Slow Strangulation of Railways 

(From a Special Correspmident) 


THE Indian Railways, as Table 1 
shows, continue their steady progress 
in financial stagnation and inefficiency. 

True to other precedents. Rail¬ 
ways Minister Hanumanthaiya finds 
everyone else to blame but the Rail¬ 
ways. Even the British, nearly 2-1 
years after Independence. “The British 
inflicted the multi-gauge system on 
India, though in their own country, 
they strictly adhered to a uni-gauge 
system.” The other excuses .sought by 
the Railways Minister are no less far¬ 
fetched. 

Two main reasons are given for the 
poor performance of the Railways; 
the growth of low-rated traflic and the 
failure of rates to rise with costs. 

Coal, foodgrains, fodder, charcoal, 
firewood, salt and ores, are termed 
'low-rated'; the loss on these is placed 
at Rs 52 crores (oide p 26, Supplement 
to the Explanatory Memorandum on 
the Railway Budget for 1971-72). “In 
1969-70 this group of commodities ac¬ 
counted for about 73 per cent of the 
total revenue-earning tonnage but con¬ 
tributed only 53 per cent of earnings 
from goods carried.” 

■yet how was this estimate of 
Rs 52 crorcs arrived at? A mere 
comparison of average earnings, as 
stated by Hanumandiaiya, is mis¬ 
leading as the cost of carrying the com¬ 
modities would vary from commodity 
to commodity. Unless different catego¬ 
ries of traffic are costed separately, it 
is not possiUe to accept the Railway 
Minister's measurement of the loss on 
such' traflic. As for passengers, even 
"lights, fans and other electrical fittings” 


are termed '"amenities provided” (para 
45 of Hanumanthaiya's statement). 
Would the Railway Board propose re¬ 
moval of lights as a measure of eco¬ 
nomy? 

The total loss due to ‘social burdens' 
(a bureaucratic contribution to our 
welfare terminology) thus totted up at 
Bs 120 crores — Bs 52 crores on low¬ 
rated freight, Rs 59 crores on suburban 
and non-suburban passengers, Rs 8 
croies on unremunerative branch lines, 
and Rs 1 crore on export freight etc 
(vide, p 26, Supplement). Since in 1969- 
70 (to which these figures apply), the 
net shortfall (after dividend to revenue 
at 5.5 per cent) was Rs 9,83 crores, if 
is evident that Rs 111.17 crores were 
charged ‘excess’ on all other traific; 
but. of course, the Railway Board has 
never referred to this excess charge on 
the other traffic. Moreover, it is evi¬ 
dent that some ‘costs’, like the expen¬ 
diture on passenger amenities, arc being 
passed off as losses although users of 
railways pay for almost 90 per cent ol 
these ‘costs’. It is time the Railways 
made a more convincing case for their 
performance. 

The Railways believe that all increa¬ 
ses in costs, from a base date seletAed by 
themselves, must be returned to them 
vta higher prices. Between 1963-64 and 
1969-’70, costs have risen and “their 
cumulative effect has pushed up the 
weighted index of cost of operation by 
60 per cent ... All the increases we 
have effected during this period In pas¬ 
senger fares and in freight rates have 
been 19.6 per cent and 22.7 per cent, 
respectively.” 
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(Rs in crorra) 



Actuals 

Approxi- 

Budget 



1969-70 

mat“s 

Estimates 




1970-71 

1971-72 

Gross trafitc receipts 
Ordinary revenue working 


951.28 

1001.93 

1070.25 

expenses (net) ie. 





after taking credit 
for recoveries 


684.94 

730.41 

765.44 

Appropriation to 





depreciation reserve 
fund from revenue 


95.00 

100.00 

105.00 

Appropriation to pension 





fund 


10.00 

15.00 

15.00 

Net miscellaneous 





expenditure (including 
cost of works charged 





to revenue) 


14.78 

14.58 

17.91 


804.72 

860.00 

903.35 

Total 

Net railway revenue 


146.56 

141.93 

166.90 

Dividend to general 

revenues 


156.39 

165.81 

173.77 

Net surplas (-1-)/ 





shortfall (—) 


—9.83 

—23.88 

—6.87 

Operating ratio 





(per cent) 


83.0 

84.4 

82.7 

Tabije 2; Comparative Effictency of the 

Nine Divisions 



Capital 

at 

Operat¬ 

ing 

Net 

Revenue 

Surplus/ 

Shortfall 


Charge 

Ratio 

to 

(Rs crores) 


(Rs crores) 

(Per Cent) 

Capital 

at 





Charge 
(Per Cent) 


Central 

450.84 

75.4 

8.1 

12.63 

Eastern 

453.78 

88.8 

3.7 

—8.45 

Northern 

4a5.51 

84.3 

5.0 

—0.61 

North-eastern 

111.38 

99.1 

—0.2 

—8.49 

Nortli-east Frontier 

204.84 

137.4 

—7.3 

—17.96 

Southern 

336.38 

97.4 

0.5 

—15.28 

South Central 

208.40 

78.1 

9.4 

8.06 

South-eastern 

677.67 

69.2 

8.0 

19.70 

Western 

385.20 

75.8 

9.9 

18.16 

Total 

3472.69 

82.7 

4.8 

—6.87 


Source: Supplement, Appendix 11, pp 18-25. 


But need every increase in cost be 
compensated automatically by a rise in 
prices? What about efficiency? The 
average efficiency of the Railways, des¬ 
pite their increasing operations yield¬ 
ing possibilities for economies of scale 
has 'increased by a simple average of 2 
per cent per year (vide, p 68, ‘A Re¬ 
view of the Performance of the Indian 
Government Railways’). The number 
of locomotives used per 1 mn tonne-km 
fr ight traffic have remained constant at 
20 since 1960-81 (p 53, Review): en- 
Kine-km per engine-day on line improv¬ 
ed from 154 in 1969-70 to 157 in 
1970-71 (p 51, Review); and wagon-km 
per wagon-day actually declined from 
75.6 in 1969-70 to 72.3 in 1970-71 (p 
55, Review). At the same time, traffic 
density per route-km per annum has 
more than doubled from 1.50 mn net 
tonne-kms in 1950-51 to 3.65 mn net 
tonn^-kms in 1969-70. 

An area that also reflects poorly on 


the railways is their investment de¬ 
cisions. Hanumanthaiya justifies diese- 
lisation and electrification on groiimis 
of traffic don.sjty. Yet these decisions 
were based on an average ‘estimaterl' 
return of 6.5-7.5 per cent only, with¬ 
out any reference to the foreign e.\- 
change cost of diesel — which, inci ■ 
dentally, will rise further now. More¬ 
over, dieselisation and electrification 
were undertaken in place.s where the 
cost of coal was the cheapest! Hanu¬ 
manthaiya refers to extensive losses — 
and immobilisation of traffic — through 
theft of overhead cables; could this jus¬ 
tify electrification? It is not surprising 
that the Railways have never given fi¬ 
gures of the ‘actual’ return on dieseli¬ 
sation and electrification. 

Moreover, there is internal evidence 
that the efficiency of the railways is 
considerably uneven, as Table 2 shows. 
Clearly, of the nine divisions, .five are 
loss-making, and there is need for .a 


closer examination of tfaatr wtuUn^- 
But the temptation to take the ea^ 
course of increasing fores and freight 
rates to cover the deficit, was too great. 
Thus the main recourse has been to re- 
dassify items — particularly coal, steel, 
salt, iron ore, gypsuni, cement, and 
urea — putting them into the higher 
freight categories. Similarly, selective, 
ad hoc increases in fares have been 
made. Suburban traffic which is loss- 
making has been spared; thus inciden¬ 
tally ‘subsidising’ urban congestion. 

The actual impositions — an average 
of 3 per cent on earnings — would be 
sufficient to cover more tihan die whole 
deficit were it not for the delayed bud¬ 
get. The shortfall of Rs 8.87 crores 
this year arises only because the in¬ 
crease will Ire available only for nine 
months. 

After all this. Hanumanthaiya's state¬ 
ment that “The efforts I propose to 
make along with the railwaymen of all 
classes from the Chairman, Railway 
Board, to the last gangman, to effect 
economy and improve efficiency will be 
directed to wipe out this deficit", 
rings false. What is lacking in the 
whole exercist' and is necessary as a 
real corrective to make the Railways an 
efficient expanding organisation, is a 
long-term perspective. But forecasts of 
traffic for 1969-70 and 1970-71 have 
been proved wrong — 207.9 mn tonnes 
actual in 1969-70 against 212.35 mn 
tonnes forecast, and 199 mn tonnes ac¬ 
tual ill 1970-71 against 224.6 nm 
tonnes plan estimate and 217 mn ton¬ 
nes revised forecast for that year. Was 
lierhaps the Railway Board deliberately 
overstating to obtain larger allocations 
fr<»m the planners? 

It is part of this lack of convincing, 
long-term iieispectivc and capability 
that the Railways arc now having to 
prune their Plan outlay. Their Plan 
outlay for 1971-72 has been reduced 
from Rs .308 crores to Rs 280 crores, 
and their overall five-year Plan outlay 
has been reduced from Rs 1,525 crores 
to Hs 1,275 crores. This, of course, ia 
long-term pauperisation, not long-tom 
solution. 

It is evident that Railway Mlniatera 
have had little grasp or control over 
the Railways' working. TThey moke the 
speecltes and present the economy dri¬ 
ves handed to them by the Raflway 
Buarrl, Increasingly, there is a demand 
for new blood in the Railways at a 
policy-making level and for a complete 
overhaul of the railway's management 
system. Unless there is a politically strong 
^Iway Minister capable of oeeing 
through such reorganisation, we may be 
witnessing the slow strangulation of our 
railway arteries. 
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Quiet Karnataka 

Mohit Sen 


ANYONE who wants quick change 
will get a deep fit of the blues if he goes 
to Bangalore. Not only is the climate 
salubrious but there is an air of content¬ 
ment about the place which can be quite 
disttirbing for those who are of the res¬ 
tive kind. And, for once, appearances 
are not exactly deceptive. Change there 
has been hut not of the folting kind. 

Right at the moment there is Presi¬ 
dent’s rule in the State and Governor 
Dharma Vira goes about claiming that 
he will solve the problem of Bangalore’s 
slums. People do not really bother to be¬ 
lieve or disbelieve him. Nor do they par¬ 
ticularly care when his autocracy is to 
give place to Congress rule of a more 
direct kind. 

What is the reason for this quiet? 
And the length that it has lasted? It is 
not possible to get a straight and simple 
reply especially as this is, perhaps, the 
least studied of all the States of our 
Union. 

Some are of the view that due to the 
integration of outlying Kannada-speakhig 
areas with the erstwhile Mysore State a 
kind of equilibrium has been established 
between the two dominant castes — the 
Vokkaligas and the Lingayats. While 
this opens the way for sudden shifts and 
quick changes at the Ministerial level, 
it leaves the real power undisturbed. 
And the existence of these two powerful 
and evenly matched caste blocs leads to 
a kind of cxm-stellation of forces behind 
them that precludes the appearance of 
other political funnations that desire a 
break with the status quo. The idea is 
that in Karnataka a {reculiar kind of two- 
party system has operated, tliough large¬ 
ly through the Congress for all these 
years, .somewhat on the lines of the De¬ 
mocratic and Republican parties in the 
USA. 

’Tliis is an attractive hypothesis and 
there are quite a few elements in it that 
one would have to take into account if 
one were attempting to understand or to 
seek out the regularities of political de¬ 
velopments in this State. But the hypo¬ 
thesis really raises more questions than 
it answers. For instance, why is it that 
there is this kind of equilibrium among 
the two dominant castes? And if thert; 
is such an equilibrium how is it possible 
for them to attract a mass following 
throughout the State, a foibwing which 
is not confined to their own oaste ranks? 
Finally, is the equilibrium hypothesis It¬ 


self true? 

To answer the last question first. The 
manner in which the Congress headed 
by the Prime Minister was able to 
sweep aside the Syndicate in the Lok 
Sabha polls shows that the equilibrium 
could not stand up to the pressure oi 
the all-India .swing away from the Right 
and towards the Centre-Left. It has, of 
course, been suggested that the Lingayats 
tended to cluster around the Syndicate 
and the Vokkaligas around the Con¬ 
gress, that the division of the Congress 
was largely along caste lines and that the 
swing of the pendulum has now benefit¬ 
ed one of the contending factions. 

AancuiAnoN through Linkages 

This is far too facile an explanation. 
The kind of swing that was brought 
about and the utter rout of the Syndicate 
in one of its strongholds with the State 
Government machinery in its hands can 
by no mean.s Ixf a.scribed to casteism. It 
was the result of a response to a poli¬ 
tical call and a political challenge 
as elsewhere in the country. It was 
a rcspon.se that cut across both 
caste configurations as well as old 
political loyalties and indicated that 
when important and significant issues 
supervene, the okl moorings do not hold 
and old explanations no longer explain. 
As matters stand, it Is true that in terms 
of .'ocial composition there is little to 
choose lietween the Syndicate and the 
Congress in Karnataka. The political for¬ 
ces seeking change have, therefore, to ar¬ 
ticulate themselves through linkages, ic, 
connect w'ith the national mainstream 
through that organisation which is the 
representative of that mainstream, no 
matter how unsuitable a representative. 

’That the people did make a conscious 
choice was nowhere more evident than 
in Bangalore itself where Hanumanthai- 
ya faceil a powerful Jan Sangh candi¬ 
date — a poet of considerable standing 
and a man of some reputation. And there 
was. besides, a Communist candidate, 
M S Krishnan, with a powerful trade 
union base. ’The Congress candidate 
does not have the best of reputations, 
least of all in the sphere of progressive 
politics — his house in millionaire's row 
hi Sailasivnagar is typical of his posi¬ 
tion. Yet when it was felt that the Jan 
Sangh candidate did have some chance 
of winning, there was a mass swing be¬ 
hind Ilanumanthaiya which cut across 


all caste and other alignments and 
which swept him to success. 

While taking account of the undoubt¬ 
ed influence of the caste factor, it would 
be better to employ the historical me¬ 
thod to begin with. Kamataikas quiet 
IS, surely, linked to the fact that Mysore 
State as a whole bad scarcely been in 
the forefront of the national struggle. 
There had, of course, been struggles and 
outbreaks but they were comparatively 
insignificant as compared to what was 
happening in Madras or Maharashtra or 
Travancore-Cochin or Hyderabad. The 
soil had not been turned up to any sig¬ 
nificant extent during the decades when 
the freedom struggle acquired mass di¬ 
mensions. 

Additionally, one has to reckon with 
the fact that the nationality-conscious¬ 
ness was also quite weak. Parenthetical¬ 
ly, a generalisation can be hazarded that 
the national movement was weak or 
strong part passu with the weakness or 
strength of the nationality awakening. 
Nothing at all resembling the movements 
for Aikyakeralam and Visalaandhra ex¬ 
isted in the Mysore State which expand¬ 
ed into Karnataka as a byproduct of mo¬ 
vements in other States. Not that chau¬ 
vinist movements cannot catch on hero. 
They well can as the reaction to Bel- 
gaum’s future and the question of rive." 
waters has clearly shown. 

But. after all, even these superstruc- 
tiiral factors themselves need to be ex¬ 
plained, though they are of far greater 
relevance, not only as hints for study but 
as guides for action. And here one 
comes across the .snag that studies which 
would be to the point are lacking. One 
ha.s to fall back on impressions but these 
are the impressions of those who have 
worked long in the field and who have 
been closely associated with the strug¬ 
gles of the workers and peasants. While 
there is the Maharaja with his enormous 
properties — including a SOO-acre palace 
estate right in the middle of Bangalore 
itself; there is also quite a large layer of 
petty commodity producers whose orien¬ 
tation to the market has not yet induced 
significant differentiation. And the bulk 
of industrial investment has been made 
by the Centre, though there are some 
other industries. Neither the savings 
rate has had to be pushed up nor is there 
the repatriation of surpluses to any con¬ 
siderable degree. Class tensions have 
tended to be muted, therefore. 

However, this situation is not likely to 
last. Unemployment, particularly of skil¬ 
led students, will possibly trigger off the 
resistance that will end Karnataka’s 
quiet. 
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GUJARAT 


Leadership Crisis 


WITH the imposition of President’s 
rule, the year-long drama, with unprin¬ 
cipled MLAs of all parties crossing and 
re-crossing the Assembly floor, has 
ended. 'This is perhaps the first time 
when the substitution of President’s 
rule for rule by democratically elected 
parties has not been lamented by any- 
liody. The public in general has hear¬ 
tily welcomed it for it has at last put 
an end to political instability and ram¬ 
pant opportunism on the part of their 
elected representatives. Only the MLAs 
are unanimous in lamenting the impo¬ 
sition of President’s rule because it has 
deprived them of furtlier opportunities 
to profit by selling and re-selling their 
loyalties. 

The downfall ol Hitendra Desai i.s 
surely not due to any unpopular policy 
measures or failure to provide a clean 
•ind efficient administration. In top- 
pKng his government nobody has made 
any gains, not even the party respon¬ 
sible for it — the Congress(R) led by 
Chimanbhai Patel. All parties have 
been responsible for turning Gujarat, 
tme of the, two or three stable, well- 
administered States in the country, 
into a hot-bed of political opportunism 
and intrigue. The imlitical climate in 
the State has been so vitiated by scan¬ 
dal that even aft(!r the 1972 elections 
one wonders whether any party, what¬ 
ever its majority, can rule the State 
with stability. 

A CiiANCis Fon iiiE Socialists 

The State can look forward to stable 
administration only if a wholly new 
crop of people seek election in 1972. 
Most of the outgoing MLAs of the ma¬ 
jor parties — CongressfR), Congress(O) 
and Swatantra — have defected at least 
once, or were on their toes ready to 
defect depending on which side was 
winning. The Leftist parties, even the 
mild PSP and SSP, have been so far 
wholly irrelevant in Gujarat. But if 
they have any residue of political dy¬ 
namism, this is an opportunity that they 
cannot afford to miss. Compared to 
any of the other parties they have a 
clean slate. They could make consi¬ 
derable political capital out of the tar¬ 
nished image of the two Congress par¬ 
ties and the Swatantra. (The latter has 
dwindled to one-third of its strength 


in just two ycai.s) And, after all, Gu¬ 
jarat has industrialised rapidly over the 
last decade. Tlie significant increa.se in 
the working class population ns well as 
low-income whif<’-collar workers pro¬ 
vides considerable basis for the Leftist 
pEUties to make an effective beginning 
in Gujarat politics. 

Indira Gandhi's socialist programme 
did have an imp.ict- on the petty bour¬ 
geoisie of Gujarat, as the mid-term 
elections showed. But Indira’s party- 
men in Gujarat have proved themselves 
ineffective, unscrupulous, and without 
any leader of .my public standing. 
Most of them arc defectors who joined 
her camp for jiower and office; their 
thinking, if any, is diametrically op¬ 
posed to her policies. So with .a similar 
irrogrammc, the young Leftists could 
make a better appeal in the State. 

Mobahji, a Liabiutv 

Hitendra Dcsai’s party has a future 
only if it is able to get out of the clut¬ 
ches of old Morarji’s leadership and his 
Congress(O) party. Morarji is a spent 
force, his politics is now wholly nega¬ 
tive, and his paity has no future at the 
national level. Fur the nation, as well 
as for Gujarat, Congress(O) i.s polili- 
cally irrelevant. The fact tliat just be¬ 
fore its downfall many influential mem¬ 
bers of the llitendrii Government were 
pleading for merger with Congress(R) 
showed that they wanted to find a way 
to separate their identity from that of 
a party which was just a heap of dead- 
wood. 

Historically, the only reason that 
made Hitendra’s party opt for tire Nija- 
lingappa faction at the time of the split 
ill the Congress was that at the centre 
of the controversy that led to the split 
was Morarji, a Gujarati. Gujarat Con¬ 
gressmen rallied behind him because 
lie was their man, and his dismissal 
from the Central Government was an 
affront to them. C:.irricd away by sen¬ 
timent, they failed to .see the wind of 
change i* national politics. If at that 
tithe Hitendra Desai had shown inde¬ 
pendent leadershijr. he would not have 
met this fate. He still has time to gel 
rid of the Congress(O) millstone around 
his neck, for without this association 
many of his paitymcn are stfll respect¬ 
ed by a sizeable section of the public 


because of their integrity and record of 
administration before they faced the 

hordes of ‘toppleis’. 

But for their uuiiuaginative national 
leaders, Congrcss(O) and Swatantra 

would have maintained their position 
in Gujarat. Both lost because of tlw 
"grand alliance, strategy” of the Morm- 
ji-Ma.sani group. Because of this alli¬ 
ance idea, Masani thwarted his Guja¬ 
rat unit’s efforts to .seize power. This 
led to the oirsh'r of the C C Desai 
group, the most dynamic element in the 
Gujarat Swatantra party. It was the 
alliance jxilicy which, again, led to 
large-scale dr-fections from Hitendra 

Desai’s party to Coiigress(R). And out 
of the ruins wrought by the alliance 
strategy, the Congrcss(R) rapidly In- 
crea.sed its strength. 


Not SiktooiH Saii.ing 

As far as Indira'.s party is concerned, 
whatever its present strength, the com¬ 
ing elections are not going to be smooth 
sailing. It installed Chimanbhai Patel 
as the party leader only because ho 
could line up a nuinbcr of MLAs be¬ 
hind him. Besides manoeuvring defec¬ 
tions, Chimanbhai Patel has done no¬ 
thing to boast about. Surely, the Con- 
gress(R) High CiNiimand does not want 
to offer the chief ministership of Guja¬ 
rat to one whose only expertise lies in 
buying loyalties by any means. Be¬ 
sides, now that 1 k“ has failed to form 
an alternative government, his leader¬ 
ship cannot jrose a serious challenge to 
that of Ghia, his predecessor as party 
leader, who wanted to he cautious in 
accepting dciectors. The organisational 
wing of the, party is under the control 
of the Ghia-Adani group. In fact, it is 
said, it was the warning .sounded by 
the Ghia group about the dangers of 
forming an alternative government with 
the support of unprincipled defectors 
that persuaded the High Command to 
check Chimanhhai’s efforts to form o 
govemiiient and opt for President’s 
rule. 

Having been busy all the time with 
courting defectors, Ck>ngress(R) has 
failed to build any organisation in tbo 
State. Ill many districts and talukjs it 
has no organisation at all to fight nn 
election. And it i.s in this area that tire 
party will need to fall Irack on old 
stalwarts like Jivraj Mehta, Rasiklal 
Parikh, laswant Mehta, Ratubhai 
Adani, and others. But none of these 
leaders is going to work under an up¬ 
start like Chimanhhai Patel. 
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Lobbies and Pressure Groups 
in New Delhi 

Dipak B R Cfaaudhuri 


I-OBBYINC i.-, an intoKral anti often 
con.sfriictivc pail of lti<; legislative pro- 
cfMis, both as a source of infunnaliun Jor 
Ittgislatuies in the enacinieiit of sound 
laws and as an outlet for the aims and 
desiie.s of sjx'taal interest groups. In the. 
language oi eouteuipoiary political scien> 
ee, it is the activity of lepresenting the 
cause of all interest group iii the political 
s> stern. But inueh tiKi often the syste¬ 
matic and well-planned operation of 
large pressure gioup.s prevents rather 
than eiieourages the halarieed compromi¬ 
ses that are the goal ol a democratic 
system. 

Interest gioiips tiv to justify then pri¬ 
vate interests m terms oi puhlie irriii- 
ci])les. But ill lael thi 5 wink as rival.-, 
in a contest for advantage over othei 
groups rather than as petitioners who 
want their elaiiiis to a public interest 
i-oiisidered. 'I'hi olij(.-etive of pressure 
groups is to infliiinec puhlie policy in 
some desired diiei-tion. The techniciues 
employed to promote that ohji-etive aie 
varied: gaining access to and inlluenee 
in the eenties where, governmental deei- 
Moiis are made, ileveloping lavourable at¬ 
titudes among the public at large urinilu- 
I'lieiug the nominalioii and election of 
favomablj' disposed candidates. As a re¬ 
sult of tlieii liiiietion ol interest repre.sen- 
lalion. interest gioups play an important 
Kile in gi-neiatiiig support for the politi¬ 
cal .sjstem. Whetievei persons are able 
to influeiiee. t’olilieal decisions or think 
they aie able to infineiiee them they aie 
likely to give su|)poit to the political 
system. 

I’lii'.sstiiiK Gnours 

Willie political pailies are liroadhased 
gioiips able Id appeal to a fairly wide 
laiige ol inteiesls and philo.sophie.s, pres- 
siiie gioiips’ membeiships aie generally 
liiiiiled to those who share a eomnion 
allili.ilioii amt mieie.st or siibseiibe to a 
s|K'eili(. iiosilioii on a particular issue. 
Lobbies and piessiire gioups .seek to ili- 
lliieiHc goveiiiiueut while political pui- 
lies .six'k lo organise and control it. 

Major pre.ssiiie gioups can be e1us.sified 
III the lollowjlig categories; eeoiioinic 
interest giuiips, eg, h'urnieis’ Bailiamen- 
tary Koimni, Fertiliser .Association, Goii- 
eoid (of princes), I'ICCI; ideological in¬ 
ti lest groups, eg, prohibition lobby, 
•iiiti-eow sliuighter lobby; economic 


ideology interest groups, eg. Forum of 
F'ree KInterprisc (Nehru, once described 
the Swatantra Party as a political pro¬ 
jection of this Forum); minority interest 
groups, e g, Depressed Classes League, 
‘Save Aligarh University’ group; formal 
governmental organisations, e g. State 
liaison set-ups in Delhi; foreign interest 
groups, e g, Friends of Taiwan or Israel, 
Imlo-GDR Society, etc. , 

The majority of our citizens pay more 
taxes and higher prices dtaii they should 
becau.se of the special privileges and 
concessions arranged by lobbyists for 
wealthy individuals, powerful corpora¬ 
tions, rich fanners and so on. Both welU 
diwelopcd and emerging lobbies are like 
an iceberg with only their tips being 
visible. During the 11th session (August 
1970), the fourth Lok Sabliu approved 
certain measures including the Patents 
Bill and the. Constitution Amendment 
Bill for the alxilition of privy purses and 
privileges. The long drawn-out legisla¬ 
tive efforts regarding patents ever since 
the early fifties, at the various inquiry, 
select committee and house stages, 
make up a history of intense pressures 
exerted by a number of lobbies, particu¬ 
larly the foreign drugs lobby, which 
can claim the, dubious credit for manag¬ 
ing the dissolution of the third Lok 
Sabha a month ahead of schedule. It i.s 
also well known how the Concord of 
princes tried to influenc-e the voting on 
the Constitution Amendment Bill in both 
houses of parliament. The.si* lobbies- start 
their work, not at the voting stage in 
parliament, but at the drafting and select 
committee levels. A perusal of the agenda 
papers of various advisory and consulta¬ 
tive committees also exposes the hand 
of industry and other interests in these 
committees. (The .split in the Congress 
Party would be better understood if the 
activitic.s of groups like the ‘liquid am¬ 
monia lobby’ were more closely examin¬ 
ed.) 

In lobbying parlance, those who re¬ 
present thc.se private interests are com- 
inoiily reierred to as profit or attUus quo 
lobbyists. The definition usually fits, 
since their legislative interests, when the 
verbiage is strippd away, usually boil 
down to the protection of profits or pri¬ 
vate property. Some of those who in¬ 
voke the rallying cry of the greatest good 
for the greatest number may he referred 
to as non-profit lobbyists or sometimes as 


pro hoiio publico lobbyists, "rhe prohibi¬ 
tion lobby maintained by the Govern¬ 
ment (instead of bootleggers) may, de¬ 
pending on one’s views, be described ns 
a pro homo publico lobby, as also may 
be the Congress Forum for Socialist 
Action. 

Among the eailicst organised lobbies 
in New Delhi, besides the various 
organisations of the scheduled commu¬ 
nities, are farmers’ lobbies and those 
of fi:rtili.ser interests. Of course, this 
excludes the lobbies maintained by the 
big powers and other foreign political 
agencies. An oral history of interviews 
with former MPs, ministers and civil 
servants would provide a rich historical 
background to the better organised 
lobbies of today. 

It is quite well known that several 
big business houses maintain their 
friends in the legislatures and the secre¬ 
tariat. Quite frof|iipntly the interests 
ol these business houses clash and 
lUMitralise each other. But besides lob¬ 
bying for individual businessman or 
houses, certain common commercial 
interest groups work together. In recent 
years the cement and sugar industries 
have exhibited consolidated and well- 
planned lobby work. The defeat of 
'Pripathy and the success of the S'VD 
in UP in 1970 cun, to some degree, 
be explained in terms of the organised 
strength of the sugar lobby in UP. The 
cement industry secured decontrol and 
many politicians and political groups 
benefited from it at the time, but lost 
the initiative when Indira Gandhi 
became Prime Minister. 

SuGAK FOB Some 

The largest and costliest lobbying 
campaign .so far conducted was by the 
Indian Sugar Mills Association (ISMA), 
mainly in the interest of its Bihar and 
Uttar Pradesh membership. . ISMA 
commissioned a public relations agency 
for grass-roots and high-level lobbying 
against the proposal to nationalise 
sugar mills in the.se tw'o States. Before 
presenting the case against nationalisa¬ 
tion of the industry they prepared a 
booklet presenting the faces of the 
giant demon known as the ‘public 
sector’. The well-produced booklet 
(though the identity of the printer was 
not disclosed as required by law) 
attacked the Prime Minister. This and 
some other booklets in English, Hindi 
and other languages .were mailed to 
legislators, newsmen and civil servants 
all over India. The Sugar Mills Asso¬ 
ciation secured the active assistance of 
a top leader of INTUC in its high-level 
liaison work. Major newspapers were 
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also pattonised. The ISMA campaign 
was modeHed on the British sugar 
industry’s earlier campaign nicknamed 
‘Mr Cube's Campaign’ among public 
relations circles. 

Several advertising agencies have, 
also started special public relations 
departments ior liaison and lobby work 
in the capital. Many big foreign 
firms have shifted their public relations 
headquarters from Calcutta and Bom¬ 
bay to New Delhi; .some have renamed 
them ‘Public Affairs Divisions’. Most 
of these foreign and Indian private 
sector agencies look for ex-communists 
to head these liaison and lobbying 
units. 

The Central Bureau of Investigation, 
it is undcrstcxrd, has already prepared 
a list of the notorious liaison men of 

BONN 


business Irouses working in the eco¬ 
nomic minisbries and elsewhere. The 
Central Intelligence Bureau study on 
foreign money has also revealed the 
operations of Joltbies and pressure 
groups working within the country on 
behalf of great and smaller powers. 

Political scientists and spe.cially the 
Indian Council o Social Sciences 
Research should initiate systematic 
studies of these pressure groups, but 
the primary ri-sinmsibility for keeping 
a watch on seeiet and open parlia¬ 
mentary pressure groups will remain 
with press coi respondents and official 
investigation agencies. MciOnwhilc, 
parliament should enact a measure for 
the compulsory legistration of all lobby¬ 
ists and their lolibying expenses. 


Dollar versus Deutschmark 

Aswini K Ray 


THE West Germans must be thanking 
their stars that they lost the two World 
Wars; the first deprived them of the 
colonies that cushioned so many ineffi¬ 
cient enterprises in England and France, 
a fact that is now coming home to 
roost: the second, spared them of play¬ 
ing the role of ‘policeman’ of the ‘Free 
World’, which could just as well have 
been their fate. Stripped of some of 
the inherent liabilities of the system, 
but equipped with all its economic 
assets — like the technological and 
managerial achievements of late capi¬ 
talism and the exacting demands of a 
competitive market seasoning its en¬ 
terprises -- West Germany today is in 
the process of emerging as the leader 
of the capitalist w'orld. And, perhaps 
indicative of the nature of capitalism 
in the second half of the twentieth 
century, a socialist Germany mid-wi 
the birth of the new era. In its ruthless 
judgment, history has spared no 
heroes and victimised no vanquished. 

For the second time in two years, 
the Deutschmark has won its battle 
against the Dollar. This time the Dollar 
did not even give a semblance of a 
fisht; it lay prostrate at the mercy of 
the Bonn government which, perhaps 
to underline its repayment of the ear¬ 
lier debt of gratitude, condescended to 
give the Goliath some breathing time; 
for some time the Bundesbank kept 
buying Dollars to support it at par 
and, ultiaately, left it to the vagaries 
of the market. 


When Schiller, m the marathon ‘hot 
night’ session at Brussels, failed to 
persuade his Common Market colle¬ 
agues, particularly French Minister 
d’Estaing, to ensure a free exchange 
for the Dollat, the West German Cabi¬ 
net decided to go it alone and achieve 
the same end without revaluing the 
Dollar. Of course, some of the non- 
Market countries decided to be less 
respectful to the reputation of the 
Dollar than it was worth. 

I’oi,iik:ai. Decision 

The decision of the West German 
government was apparently a political 
one, taken against the advice of the 
Bundesbank President who was speci¬ 
ally invited to attend the emergency 
meeting of the Cabinet. The breathing 
time given to it is least likely to help 
the Dollar. When the review is made 
in a couple of months’ time the de 
facto and the de jure value of the 
Dollar IS unlikely to leave much room 
for any adventurist speculation. This 
fact has given a further boost to the 
reputation of Schiller who has been 
arguing ever since the General Elec¬ 
tions that the Deutschmark has re¬ 
mained undervalued and that the last 
revaluation had been “too late and too 
little” to stem the inflationary pres¬ 
sures in the economy. 

However, within a couple of days of 
the government decision, the multi¬ 
millionaire Finance Minister Muller 
resigned from the Cabinet. Officially, 


his resignation was ascribed to diffe¬ 
rences over internal economic and 
fiscal measures - .supplementary to 
the free exchange given to the Dollar 
- to ensure what Chancellor Brapdt 
called “full employment with stability". 
It is doubtful if the official explanation 
about Muller’s resignation spoke the 
whole truth. 

In any case, with Muller out, Schil¬ 
ler inherited what one Munich news- 
paper-called “Macht und Mark” (power 
and Deutschmark). He now heads the 
two most powerful Ministries in the 
Cabinet : Economic Affairs and Finance. 
Indicative of the Cabinet hierarchy. 
Chancellor Brandt, in his national 
broadcast specially mentioned the 
efforts of Schiller and Scheel, in that 
order, at Brussels to achieve European 
unity to save the Dollar, It is only 
logical that in today’s Germany, the 
Foreign Minister’s status in the Cabi¬ 
net would be next to the Economic 
Minister's rather than the other wav 
round as in countries like the USA. In 
England and France, the power and 
position of the Industrial Relations 
Minister is likely to have pre-eminence 
over the others. 

Internally, despite its slender majo¬ 
rity, Muller’s resignation indicating 
some Cabinet dissensions and the 
drubbing the ruling coalition received 
from the CDU leader and ex-Krupp 
Director, Stoltenberg, at the .Schleswig- 
Holstein elections, the Bonn govern¬ 
ment remains stable. Most organised 
groups have supported the wily eco¬ 
nomic policies of the Brandt govern¬ 
ment which keeps incorporating all 
the tricks of the trade to keep capi¬ 
talism flourishing in the country. SPD 
member and the chief boss of the 
German Federation of Trade-Unions 
(DGB), Heinz Vetter, gave the same 
call in his May Day broadcast — 
“workers’ participation in manage¬ 
ment” - - as Chancellor Brandt gave in 
his speech the same d.iy at the big 
workers’ rally at Hanover. The DGB 
is the Bonn government’s great prop 
and there seems to be little apparent 
conflict of interest between the soci¬ 
alist government and, what Lenin 
would have called, the “Aristocracy of 
the I’loletariat” in this country. Indica 
live of the new warmth, the May Day 
celebrations, harking back to the great 
Chicago Workers’ Strike of 1886, has 
a.ssumed new significance in this coun¬ 
try. 

Chancellor Brandt, in his broadcast 
to the nation, while reminding his 
audience of the new confidence achiev- 
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ed by the Deutschmark, promised relief 
to the German farmers for their ex¬ 
ports. He also appealed to the indus¬ 
trialists for "co-operation and under¬ 
standing" in implementing governmen¬ 
tal measures — as a follow-up of the 
currency policy - - re-stricting public 
spending at all levels. The industrialists,, 
themselves as keen to avoid the wage- 
price spiral (what the Germans derisi¬ 
vely call the ‘‘English Disease”), arc as 
likely to co-operate as the DGB. 

Even the Opposition (jDU/CSU, 
though formally registering its disagree¬ 
ment over the government’s economic 
policies, has offered few alternatives. 
Of course the Opposition introduced a 
dramatic element to the Bundestag 
debate on the issue when its spokes¬ 
man Strauss cut short his South Afri¬ 
can safari to be present for the dis¬ 
cussion. But neither he nor the har¬ 
binger of the so-called ’German 
Miracle’, ex-Chancellor Erhard had any 
constructive alternative to offer; Er¬ 
hard, who spoke in the House for the 
first time almost in six years, in fact 
supported the government on its new 
policies. Indicative of its hopelessness, 
the Opposition demanded the resig¬ 
nation of the government and fresh 
elections not on the question of the 
new economic policies but on the 
relatively minor i.ssue of Muller's resig¬ 
nation. In any ca.se the Opposition at 
present is very much divided within 
itself on the question of electing its 
‘shadow Chancellor’ to pose any threat 
to the government. Former Chancellor 
Kiesinger, though apologetic, still seems 
to be very much in the run; so are 
cx-Foreign Minister Schroedor and the 
Parliamentary Party leader Barzel; even 
Strauss, the leader of the sister CSU, 
though publicly supporting Barzel's 
candidature, seems to hint that he has 
himself waited far too long for the 
coveted post, even its ‘‘shadow". 

The Federal government is under 
no immediate threat from any quarter. 
Politically and economically stable, the 
Socialist government of West Germany 
has already made its weight felt in the 
atfairs of the world. Despite disagree¬ 
ments at Brussels, the West German 
government has gone out of its way to 
emphasise its European commitment 
and has been able to persuade other 
Common Market countries to work for 
a common European currency as an 
important prelude towards a European 
Federation. 

Meanwhile Conservative Britain has 
found in Brandt a socialist more 
worthy of business confidence than 
any of the indigenous varieties. The 


attention given by the British govern¬ 
ment, press and TV to the German 
Chancellor must be making Wilson 
more green and less red. The success¬ 
ful Heath visit has been followed b- 
the much-publicised invitation to 
Brandt, rather than Wilson, as the 
C;iiicl (hicst lor the Guardian Cen¬ 
tenary: there, as also later in a press 
appeal along with his socialist colle¬ 
agues from Italy, France and Belgium, 
Brandt dutifully pledged his support 
for British entry into the Market. The 
German press has also welcomed the 
recent ‘breakthrough’ in the Brussels 
negotiations for British entry into the 
EEC which Ripon would have capita¬ 
lised at the Commons before this 
despatch appears in print. Hiere is 
also considerable satisfaction here at 
the projected Heath visit to Paris, 
although quite obviously Bonn would 
have liked the Anglo-French summit to 
materialise at a later date than now 
when, .on account of the differences 
over the currency issue, Franco- 
German relations are not at their best. 

Despite the jitters Wall Street finan¬ 
ciers got. through the Dollar crisis, 
about financing the cost of the hope¬ 
less war in the ’muck and mud < > 
Vietnam’ which cannot be won, the 
US Administration’s commitment to 
Europe remains complete. At the same 
time Brezhnev's Georgia speech, pro¬ 
posing a simultaneous reduction of 
the NATO and Warsaw Pact forces, 
thereby giving a new lease of life to 
the Mansfield Proposals, cannot but 
indicate the relieving of tensions in 
Europe — a direct offshoot of the Bonn 
government’s Ostpolitik. 

Meanwhile, President Heinneman 
has left on an official ‘goodwill’ tour 
to Rumania, the first such tour by a 
West German President to a country 
of the Warsaw Pact. He will be joined 
in Bucharest by Foreign Minister 
Scheel, who will lend added political 
significance to the ’goodwill’ tour. 
Shortly before the President was due 
to leave for Bucharest, the new Soviet 
Ambassador to Bonn, Fallin, for the 
second time in quick succession paid 
a ‘courtesy call’ and pledged continu¬ 
ing Soviet interest in close Soviet- 
German co-operation. West German 
sports delegation has visited the Soviet 
Union at the invitation of the Soviet 
government and strengthened the basis 
for frequent exchanges on the field, 
and perhaps off it too. 

All this overdose of outspoken 
Soviet-German fraternity assumes new 
significance in the light of the speech 
of the new First Secretary of the East 


German Communist Party, Erich 
Honecker, soon after his election, in 
which he emphasised the "continuity 
of East German policy" ofr complete 
insulation from “imperialist West Ger¬ 
many”. Honecker’s statement that 
socialist regimes in Pankow and Krem¬ 
lin continue to base their policies on 
the assumption that "the reactionary 
and aggressive character of Imperialism 
of the Federal German government has 
remained unchanged” and that to talk 
of “any special relationship between 
the Imperialist Federal Germany and 
the Socialist DDR is to ignore the 
reality and also puts new hindrances 
on the path of European security”, 
caused no surprise here, not even in 
the Springer press. 

Neither Ulbricht’s resignation, nor 
Honeker’s succession, caused any sur¬ 
prise in West Germany. Both seem to 
have been foregone conclusions, except 
perhaps the timing; Honecker, in any 
case, has long been regarded as Ul¬ 
bricht’s ‘Crown Prince’ — as one news¬ 
paper called it. Government spokes¬ 
man Ahlers told the press that the 
Bonn government visualised no changes 
in the attitude of Pankow, following 
from the changed leadership, either on 
the question of ‘inner-German dialogue’ 
or in international relation.s, and that 
for reasons, of ‘internal political com¬ 
pulsions', Honecker would ‘continue 
to maintain the Hawk posture’. 

All of Honeckcr’s diatribes were left 
unanswered. Only the East German 
leader’s demand for ratification of the 
Moscow and the Warsaw Treaties, 
pending a regulation of the Berlin pro¬ 
blem, was firmly turned down by Bonn. 
Soon afterwards, Bonn was able to 
lobby sufficient votes in the World 
Health Organisation to postpone the 
question of East German membership 
in the UN Agency. 

Bonn is visibly aware of its renewed 
International position, boosted by the 
strength of the Deutschmark. - From 
the Marshall Plan to the present time, 
when the Bundesbank supports the 
value of the ‘gilt-edged’ Dollar, is al¬ 
most a full circle. The political leader¬ 
ship is willing and able to play its new 
role in the political and strategic centre 
of Europe. 

Those in India who still look at 
Europe through London, either by 
habit or default, do so at our peril. 
The Englishmen themselves have 
started looking up to Bonn, rather 
than London, or even God, to save 
the Queen, now that Britannia does 
not rule the waves. 
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Stress Points in the Economy 

Economic Survey, 1970-71, Government of India, May 1971; pp 158; 
Rs 3.50 


THE latest Economic Survey is, in the 
typical style of government documents, 
a bland, mildly self-congratulatory as¬ 
sessment of the Indian economy in 
1970-71. Thus: ‘The performance of 
the Indian economy in the year 1970- 
71 has been generally satisfactory” 
(para 1). 

There are certain obvious aspects of 
this self-satisfaction. Foodgrain pro¬ 
duction has increased, and with reduc¬ 
ed public distribution, .stocks of food- 
grains have been built up. Progress is 
Iicing made in agricultural technology. 
Newer trends in supply of bank credit 
to agriculture and small industry have 
been established. The money supply 
and fiscal position is, satisfactory. Ex¬ 
ports have increased and the pressure 
on foreign exchange reserves has been 
small, despite rising imports and de¬ 
clining net aid (para 193). Overall, the 
■ increase in national income, at 5.5 per 
cent, is pat on the Plan target. 

The .Survey notes only two blemishes 
on the econoni>’s perfonnance in 1970- 
71. Industrial production increased 
only by about 5 per cent (though, on 
the basis of data which have not been 
revealed, satislaction is expressed at 
the likely faster growth of small indus- 
tr>). It is also conceded that the pick¬ 
up in investment has not been adc- 
ijuatc; “The increased investment ac¬ 
tivity was certainly not general, but 
eonfih<-d to certain ehejnical and engin¬ 
eering fields” (para 11). Similarl)', the 
.5 per cent rise in the price level in 
1970-71 (mainly on account of agricul¬ 
tural’ raw materials and intermediate 
goods) is considered imsatisfactory 
(paras 134-135). 

Yet even such a bland assessment of 
the economy cannot justify a total ig¬ 
noring of the. factors which govern the 
health of the economy. In fact, the 
concern shown in the Survey for the 
price-level is rather over-done. Thanks 
to the strong handling of the price si¬ 
tuation in early 1971 by the Reserve 
Bunk, the year-to-year price differential 
between 1070 and 1971 has been 
brought down from more than 5 per 
-ent in January to 2.9 per cent in May. 
The dichotomy in the Government’s 
thinking on price policy is clearly evi¬ 
dent in the section on Price Controls 
(paras 144-146). Apparently tliose who 
drafted paragraph 217 of the Survey 


with its criticism of the “cost-plus” 
formula had not read the bland refer¬ 
ences in these paragraphs to the role 
of the Tauff Commission and the 
Bureau of Industiial Costs and Prices! 

What should really cause concern 
are the othei elements in the economy: 
(a) The teelinological progress in agri- 
eulture is still to reach rice, cotton and 
oilseeds, (h) The industrial recovery is 
vei)- patch)', with key sectors like steel 
and heav) engineering still to feel the 
impact of the lecovery, "The major 
problem ill reg.iirl to capacity working 
relates to steel, heavy engineering and 
transport equipment” (para 5.5), (c) Ex¬ 
pansion of h.ink credit to priority sec¬ 
tors has b en ba.sed not on deposit nio- 
bilpulion but on Reserve Bank ciea- 
tion ol credit (d) The overall growth 
ill national iik oine is based on agricul¬ 
tural output, whereas in our context 
the rate ol non-agricultural growth 
should be approximately doutile the 
a;iiiciilluial giowth latr. (t) These last 
three ladings indicate the geneial lail- 
uie to raise the investment rate in the 
(conoiny and the savings late to fin¬ 
ance invedment. 

Budget CISsl.il-g.izeis must look into 
the Suive) toi jiossible nulicatois ol 
(he fiscal policy mcasuics. On the 
whole, flic .Survey promises a Iracli- 
tioiial Imdgct. The Government is ap- 
paientlv planning an increase in public 
investin'.nt, iierhaiis in a selective man¬ 
ner to give a boost to inchistrios (hc:avv 
engineering, strueturals) in which llieic 
is considerable slacknc'ss at present. 
The Survey also emphasises the need 
to piomote public s.'iving and to achieve 
redistributive justics.’. This might im¬ 
ply a traditional increase in lax rates 
in the highei income brackets (“The 
tax proposals loi 1970-71 also i effect¬ 
ed the Cinvernniciit’s concern with the 
objective ol piomoting greater equali- 
‘y in the distiihiition of incomes .and 
wealth”, jiara 8S), eoiipled with incen¬ 
tives lor savings in accepted forms. By 
the time these lines appear in print, the 
liuclget piopo'aK will have shown how 
far the .Snrve>'s diagnosis has lie-cii ac¬ 
cepted in the iramiiig of the budget. 

The Survey refers hesitantly to the- 
emerging problems of low investment 
and planlessness. For the first time, it 
openly accepts the iicc-d to increase the 
rate of public' investment as a neces- 


■sary factor in boosting the rat^ of growth 
of the economy; ”... much greater 
suiiport is required from public secdor 
investnienl which not only adds to in- 
dustiial potential directly but al.so 
eieatc-s a favourable environment for 
private enterpri.se ... An improvement 
in the magnitude of public investment 
could provide an impulse and quicken 
the pace of activity in ... these indus- 
Iric's” (para 61). 

l''or the first time also since the re¬ 
cession started, the Survey recognises 
that “w e cannot rely merely on a 
sponl.ineous upsiiige. of demand. There 
ha.s to be continued emphasis on en- 
hiigiiig the scale of outlays in careful¬ 
ly selected areas . .. Wliat is specifi¬ 
cally called for is an incu!asc in the 
di'inand for products of the heavy en¬ 
gineering and heavy machine tool units 
where exces.s capacity exists..." (para 
20S). 'I’o achieve this revival it would 
be necessary to increase the overall 
late of invesliiicnt in the economy. 
“The rate of domestic' capital fomia- 
tion needs to be lifted from the cur- 
nnt level of 12 pei cent of national 
inc'oine to around 15 per cent by the 
end of the iMiurlb I’lan, and the mo- 
mmtiim has to be maintained for a 
miinirer ol yc-ais” (paia 212). Signifl- 
ea.illy the Survey itself is diffident 
.ilxiiit solving these inoblems. Thus it 
says. “Both monelaiy and fi.scal poli¬ 
cies aie nuclei considerable handicap in 
tac kliiig this kind ol a situation (para 
213). Ihis siliiafion arises mainly be- 
raiise ojii poliev advisers aie bogged 
down in inanipulutiiig the same tradi¬ 
tional eeonoimc stiings that they have 
oiieiated on dining the last (piartei of 
a eentiiiy, 

Inc lease in iiivesliiieiit is recognised 
.IS necessary to meet also the social 
jirobleiiis ol the economy, particularly 
Ih',' glowing cllspaiity in the rural areas 
and mic'niplciynient. "The success 
achieved in food production has 
brought in its wake certain problems 
ol a soeio-ceonomic nature” (para 40). 
'Phc' reci'iit public- works programme Is 
a pallia!ive in the context of the over¬ 
all ri'qiiirements of the economy. 

But has the Covernnient recognised 
all the dimensions and implications of 
oui eeonoinie problem? If the thesis 
of IJandekur and Bath ("Poverty iu 
India”, Ecoiuimic and Political Weekly, 
January 2 and 9, 1971), .seeking a pto- 
gi anil lie of traiisfei of Rs 800 crores 
pel year, is to be aeceiited, a minimum 
jirogramme of Rs 200 crores is needed 
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tbis year. The Survey refers to the 
Kteps (mainly increase in personal' tax 
rates on annual income above Hs 
40,000) taken towards redistributive 
justice, though it has still to be proved 
that penal rates of taxation have reduc¬ 
ed real inequality or avoided conspicu¬ 
ous consumption over the past 30 years. 

Even a programme of Ks 200 crores 
would create organisational and distri¬ 
butional problems. It would involve pro¬ 
vision of about 2 mn tonnes of food- 
grains to the new income-receivers, a 
task to which our agricultural procure¬ 
ment p<jlicy is .still not geared. The 
public distribution of fuodgrains has 
declined from 14.1 nm tonnes in 1006 


IT is now generally recognised that 
the criticism of "The Dismissal of Hai 
]ui” (a Peking Opera written by the 
Chinese historian Wu Han, who was 
also the vice-mayor of Peking), 
published first in a Shanghai news¬ 
paper on November 10, 1965, and later 
reprinted in the Peking Peoples' Daily 
on November 30, marked the begin¬ 
ning of the Cultural Revolution in 
China. The monograph under review 
presents a very fair and objective 
account of the career of Wu Han, the 
author of the opera, and reveals his 
role as an oppositionist within the 
Chinese Communist Party, and pro¬ 
vides the necessary background to 
understand how and why Wu Han came 
to write "The Dismissal of Hai Jui". 
It may be noted that the opera was 
first performed in 1961, and was with¬ 
drawn after a very short run, even 
though the re.iponse u-as mostly 
favourable: the open and sustained 
attack on the play and its author took 
a full four years to materialise. This 
monograph charts out the sequence of 
events that influenced, first, the writ¬ 
ing of the opera; second, the unex¬ 
pected suspension of its performance: 
and, finally, the reasons for the four- 
year gap between the presentation of 
the opera and the repudiation of the 
ideas contained in it. 

The fact that the attack on Wu 
Han was part of a political struggle 
that reached the climax in the expul¬ 
sion of Liu Shao-ch‘i himself is now 
more or less clear. But Pusey shows 
that the role of Wu Han, far from 
being that of a ‘mere pawn’ (the quo¬ 
tation marks used to indicate the 


to 8.9 mu tonnes in 1970 (para 32). 
This dismantling of the organiMtion has 
occurred just when four good years of 
harvest create doubts about the luck 
holding out in 1971-72. 

The budget will .show to what extent 
the Government is serious about the 
imnKidiate problems of investment. 
Howevei, in the long run, it is the 
Planning Commission which has to 
take an integrated view of develop¬ 
ment and work ont a long-term deve¬ 
lopment strategy. The recent changes 
in the status of the Planning (Commis¬ 
sion and the pronouncements of Plan¬ 
ning Mini.stcr, C Subramaniam, hardly 
give evidence of this consciousness. 


absurdity of the expression, evident to 
any chess player) in the so-called 
power-struggle, was one of profound 
political and ideological implications, 
raising as it did far-reaching question'^ 
about the nature and function of his¬ 
torical writing, especially in a socialist 
country whose scholars try to combine 
the required commitment to Marxism- 
Leninism with what they consider ‘ob¬ 
jectivity’ in viewing the past of their 
country. Most interesting of all, the 
monograph also reveals, perhaps un¬ 
intentionally, certain qualities of what 
may be loosely termed as the ‘liberal 
mind', the attitude of that class which 
professes to have a liberal attitude 
towards a socialist statp. 

Pusey’s work is truly revealing. It 
shows how Wu Han did spiecialise 
in pointing at mulberry while reviling 
the ash (that is, to mean the ash 
while cursing the mulberry; a form of 
indirect satirical comment derived 
from a common Chinese idiom). It 
goes farther and shows that Wu Han 
had specialised, in this technique of 
writing when he was serving, under 
the Kuomintang, as a professor at the 
Southwest Associated University at 
Kunming between 1937 and 1948. 
Pusey shows how Wu Han’s writings 
during that period reveal him as an 
‘increasingly biting if subtle critic of 
Kuomintang and Chiang Kai-shek'. 
Evidently there was no letup in the 
subtlety after Wu Han crossed over to 
the liberated area; for even while he 
attacked Chiang, Wu Han's solution to 
China'‘s ills was liberal democracy, an 
attitude evidenced in his plea to the 
Americans to make a ‘gift* of demo¬ 


cracy to China (pp 6-7). Tlutt Wu.iisB 
carried his liberalism with him is re¬ 
vealed over and over again- in Ms 
writings following the liberation. 

The chronicle of Wu Han’s writings 
following 1947, as presented by Pusey, 
make a strange kind of reading. Ex¬ 
tremely adulatory articles on Mao and 
the CCP, and sly attempts at attack¬ 
ing Mao could both be simultaneously 
written, could even be incorporated 
into the same article (as in *I Have 
Conquered My Supra-Gass Outlook*) 
without any sense of contradiction. 
Indeed, the liberal Wu Han distinguish, 
ed himself during the Hundred Flowers 
campaign by coming out with a violent 
denunciation of "two of the most 
libera! spokesmen of the Hundred 
Flowers movement, Chang Po-chun 
and Lo Lung-chi’*. Perhaps there is 
nothing strange in this either, for a 
true liberal always fights shy of open¬ 
ly stating his conviction, probably be¬ 
cause of the simple reason he has 
none. Anyway, Pusey cites passage 
after passage from Wu Han’s various 
articles during this period, which not 
merely manage to point at the mul¬ 
berry while reviling the ash, but, to 
further the metaphor, manage to point 
at and revile both the mulberry and 
the ash simultaneously. 

This fine manoeuvrability is particular¬ 
ly evident in the articles on Hai Jui 
that Wu Han wrote before the 
production of the opera, specifically 
the two articles ‘Hai Jui Upbraids the 
Emperor' and ‘On Hai Jui’ which were 
respectively published on June 16 and 
September 17 of 1959. The liberal’s 
infinite adaptability can be seen in 
that while the first was a thinly dis¬ 
guised attack on Mao, the second, 
published appropriately enough at the 
height of the anti-rightist campaign 
that followed the Eighth Plenum of 
the Eighth Central (Committee, was an 
attack on Mao, with a clever defence 
incorporated into the attack. In the 
words of Pusey, 

In two most revealing paragraphs 
at the end of the article, two pora- 
paphs on which he was later to 
base much of his self-defence, he 
abruptly tried to make his o^cle 
appear as an attack on "rightiot- 
opportunists” who ’falsified’ and 
‘distorted’ Hai Jui. 

Pusey goes on to quote at length 
extracts from the article where Wu 
Han subtly turns the attack on "Some 
people who presume to call themselves 
Hai Jui and entitle themselves 'the 
opposition', but quite the opposite of 
Hai Jui, they do not stand on the aide 
of the people". Pusey’s comment is 
that “it seems inconceivable that after 
writing 'Hai Jui Upbraids the Emperor’, 
Wu Han, at the height of the anti- 


To Point at the Mulberry and 
Revile the Ash 
M S Prabhaku 

Wu Han: Attacking the Present through the Past by James R Pusey; 
East Asia Research Centre, Harvard University; pp x -t- 84; price not 
mentioned. 
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.i^tfKBir ckW*^< '&av« accused 

*soiiie people’ of using Hai Jui as a 
symbol of opposition to the Great Leap 
Forward, if there were no such people. 
On the other hand, if others besides 
himself were using Hai Jui as such a 
symbol, it would appear that ’Hai Jui 
Upbraids the Emperor’ had indeed 
been noticed and taken as encourage¬ 
ment by some whose criticism of the 
Great Leap had brought on the anti¬ 
rightist campaign. It was only logical, 
then, that Wu Han in self-defence 
should try to disassociate himself from 
the use of Hai Jui. Silence would have 
implied complicity, but a bold and 
open academic analysis of Hai Jui 
with two paragraphs of condemnation 
tor rightist distorters would make him 
appear a loyal and concerned historian 
defending Hai Jui from misuse at the 
hands of enemies of the people, and 
by defending Hai Jui he could keep 
him acceptable for future use.” Truly, 
an ‘intellechiaV has to possess the capa¬ 
city to see ‘both sides of a question’. 

When neither 'Hai Jui Upbraids the 
Emperor’ nor ‘On Hai Jui’ brought 
forth official attacks (the CCP was in 
the throes of a deep crisis, which was 
to culminate in the dismissal of the 
Minister of Defence P'eng Teh-huai in 
September 1959), Wu Han gathered 
boldness and set out to write his Pek¬ 
ing opera; but between 1959 and 1961 
he also published two collections of 
articles, “Writings by Lamplight” and 
“Spring Collection”. Pusey cites the 
use of the term Ua-wen (literally 
meaning miscellaneous or random essay) 
by Wu Han to describe his collection, 
and relates Wu Han’s use of this term 
which was made famous by the great 
Chinese satirist Lu Hsun, whose writ¬ 
ings made tsu-tven almost synonymous 
with a satirical essay critical of the 
government and society to an explicit 
.satirical intent. But even as Wu Han 
xises the term Ua-wen to deiScribe his 
collection, he, again in the manner of 
a true liberal, manages to insure him¬ 
self against possible future attacks by 
saying that he used the term ‘inno¬ 
cently’, ’as if he were unaware of its 
connotation and history'. Even in the 
opera that followed the collection, an 
opera which contained some of the 
most outspoken repudiations of revolu¬ 
tion in China^ Wu Han, to quote Pusey, 
is at his ’suggestive ambiguous best*. 

The suggestiveness and ambiguity of 
Wu Han, of course, consist in his 
situating the events and characters of 
the play in a pre-revolutionary period 
of Chinese history, but making them 
Utter slogans, voice criticisms, make 
demands, whose relevance to the pre¬ 
sent are all too obvious. Thus, when 
the actors cry out on the stage, “Our 


land and possesstoliai liave bees forec- 
fuUy sieced. Our property is gone, but 
taxes remain. The people's life is 
hartP’, the statement could be both an 
obvious criticism of. the Chinese Com¬ 
munist Party and its accepted policies, 
and at the same time, could be defend¬ 
ed as presenting ‘poetic truth’. The 
most constantly repeated slogan of the 
play was 'Return the Land', and the 
impact of this slogan in 1961, a period 
of great economic difficulties for China, 
would not be lost upon the audience. 
The criticisms of Yao Wen-yuan (which, 
first published in Shanghai, marked the 
beginning of the Cultural Revolution) 
seem particularly apt, in the light of 
the wealth of detail about the back¬ 
ground of Wu Han, provided by Pusey. 
The utter oppurtunism of liberals like 
Wu Han who wanted to criticise but 
from a safe stance, who always incor¬ 
porated into their criticism saving and 
purely nominal gestures of orthodoxy, 
is never more in evidence than in Wu 
Han’s 1957 attack on Lo Lung-chi (a 
leader of the Hundred Flowers 
campaign, referred to above), and his 
sudden adopting of the very ideas of 
Lo which he (Wu Han) had so severely 
criticised only three years earlier. 

Pusey takes note of the fact that 
during the campaign against Wu Han, 
it was common knowledge that the 
‘dismissal of Hai Jui’ actually meant 
‘dismissal of P’eng Teh-huai', though 
it was not openly said. One may 
supplement Pusey’s statement that “the 
identity of Hai Jui with P’eng Teh-huai 
is not essential to the force of the play” 
with this observation of Mao: 

The cru.\ of the dismi.ssal of Hai 

Jui lies in the dismissal itself. 

peror C^ia-ching dismissed Hai Jut; 

ill 1950 wf sacked P’eng Teh-huai, 

P’eng Teh-huai is a Hai Jui ("Mao 

Papers” edited by Jerome Qi’en, 

p 140). 

The campaign against Wu Han is 
narrated with a wealth of detail by 
Pusey in his last chapter. One surijris- 
ing fact emerges out of Pusey’s 
analysis, though; at lea.st in the early 
part of tile anti-Wii Han campaign, 
November ’6.5 January ’66, the critical 
articles were more than balanced 
l>y articles stoutly defending Wu 
Ha-.i and his opera and his ’historie- 
ism’. The fact that such outspoken 
defences of Wu Han could appear in 
the Peking People’s Daily shows, as 
Pusey himself admits, that there was 
some truth In the later Maoist allega¬ 
tion that at the time certain influential 
editors of the People’s Daily were 
actually trying to protect Wu Han. One 
less enthused by the idea of ’protecting’ 
Wu Han might see in the setup a clear 
evidence that opposition to Mao was 


present at the highest levels. 

Finally, Pusey asks the question, a 
question which is not perhaps really 
relevant since it seemingly concerns 
the fate of one man. W^ was Wu 
Han so bitterly attacked by the Mao¬ 
ists? One can dismiss the suggestion 
made by Pusey himself, but apparently 
without much conviction, that ' there 
was ail element of lese-mojeste in Wu 
Han’s crime. That he was anti-Maoist, 
but in a far more profound sense than 
merely Iieing personally against Mao, 
is revealed in the concluding pages of 
the monograph. Wu Han's view of the 
past, his ‘historicism’ — the view that 
the past had to be (and can be) studied 
in isolation from the present — these 
were anti-Maoist heresies. It was 
because Wu Han not merely persisted 
in holding on to these heretical beliefs, 
but used his considerable skills in 
subtly propagating them, that he was 
singled out for attack. Pusey makes a 
sophisticated distinction between Wu 
Han, who was only asking for 'profes¬ 
sional independence’, ’academic free¬ 
dom’ (as if, in a class-ridden society, 
such concepts could really exist, 
independent of politics), and those true 
revisionists who tried to use him in 
their anti-Maoist campaign. That he 
was used, or more likely, allowed him¬ 
self to be used, there cannot be any 
doubt, considering the position he 
held — deputy to Peng Chen — and 
considering the fact that he got away 
with his attacks on Mao for such a 
long period. But in some strange way, 
Wu Han^ while being anti-Maoist, was 
at the same time ‘principled’ in a pecu¬ 
liar manner, at least in his commitment 
to history. Chairman Mao wanted the 
past to be interpreted in the light of 
the present; Wu Han wanted to 
consider the past in isolation; but both 
realised the profound importance of the 
past and its study; both were aware of 
the reality of the past to the present. 
Such historical vision, perverted in the 
case of Wu Han due to his commitment 
to ‘academic freedom’ in an abstract 
way, but spiritual and moral in the 
case of Mao, was sadly lacking in the 
other participants in this ideological 
combat. 

Pusey’s monograph is very brief; but 
within the brief space of less than 70 
pages, Pusey has not merely been able 
to give a fascinating and revealing 
account of one of the most important 
events of the Cultural Revolution, but 
has also succeeded in emphasising the 
ideological elements of that particular 
struggle by showing that the struggle 
went on a higher plane (and was not 
merely a matter of personal rivalries). 
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Alembic—where the pursuit 
of progress is endless! 


Sixty-one years devoted to easing 
human pain, allaying suffering, bringing 
health to the people, fertility to the soil 
...this has been Alembic’s mission. 

Alembic has placed in the hands of 
doctors the means to fight almost every 
disease. Alembic’s antibiotic plant is 
the first in the private sector and the 
most modern in India. Alembic’s home 
remedies, tonics and nutritional and 
cough preparations have become house¬ 
hold words. Alembic also produces 
fertilizers, pesticides, cattle and poultry 


feed supplements to invigorate the land 
and livestock. 

Alembic does not rest on its laurels— 
its endeavours are continuous. In Its 
up-to-date, well-equipped, well-manned 
research division it carries out funda¬ 
mental and applied research in Organic 
Chemistry, Biochemistry, Pharmaco¬ 
logy, Chemotherapy, Microbiology, 
Immunology...to discover more potent 
weapons against disease, to find new 
ways to promote health and growth, 
and to set ever higher standards for 
further achievements. 


Health atsures happiness, assures health 


ALEMBIC CHEMICAL WORKS CO. LTD. BARODA 3. _ 

everest/425B/ACW 
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Not Incentives 

A PROJECT has been set up under the Committee on Science and Technology 
(COST), the advisory body to (he Cabinet, to make a detailed study of present 
incentives to industry for undertaking R tc D Government has made it known 
that it IS nut averse to offering more concessions to industry if the latter will 
spend more on research Incwitives are also to be offered for opting for indigen¬ 
ous technology. 

Yet, aie such additional concessions necessary or even relevant;* There has 
already been considerable expenditure by the Government on building up insti¬ 
tutional R & D facihties and personnel COSTs own report m 1969 revealed 
that such (xpenditure had risen from Rs 27 crores in 1958-59 to Rs 136 crorcs 
in 1969-70 Major business houses also have the wherewithal to carry out R 
& D activitn s, if they so wished to do Indeed, some of therii maintain R tr D 
departmints today, though these remain underutilised for want of ideas on 
what preiisely they should conwm IbemseUes with That the private sector 
accounts foi only 6 per cent of total R & U txpendituie as against as much as 
55 p<r is lit in advanced countries is a spurious lompaiison Finns in advantvd 
capitalist countries face a market situation whu h is qualitatively diff* rent from 
ours, niaiiui icturers then have to undertake all maimer of research to be able 
to sell innri to an affluent, consumption oriented society Our oviii nsiaiih 
needs relate more to the transfer of technology or the adaptation oi processes 
to suit loc il availabilities Such research is better centralised, though there are 
obvious icasons why both mdustrs and the scientific communitv should be 
assoclatid with it 

It IS true, nevertheless that the productivity of Indian B 6c D has been 
low and that even thi more high poweied personnel in science, technology, 
and mdustrs, are not sjiecificallv aware of tin missing links m the innovation 
chain of technology-transfer It is also true that industrialists opt only too easily 
foi fortign collaborations — and this repeatedly, loi the same end-result But 
the icason for this state ot affaiis is quiti simplv that, foreign cxillaboration has 
usually III cn easy to tome by and tan be got as part of a more comprehensive 
‘package deal*, whereby ecjuipments, markets, and financial balances m foreign 
hanks tan he bartered Managements of industries have felt no pressing need, 
therefore to keep m touch with what the seienbfic/technological research 
institutes have been engaged in—eithei to give their activities productive 
direction or to test their results through pilot-plant projects Even the public 
sector managements have succumbed to the temptation, as witness the foreign 
collaborations of Hindustan Steel and Heavy Engineering 

It IS irielcvant, m the circumstances, to offer quick releases of capital equip¬ 
ment and raw material inputs as ‘incentives’ for taking to indigenous techno¬ 
logy. It IS in our economic interests that such promptness should attend all 
projects that have been licensed, irrespective of whether this ait indigenous 
or foreign technology based The ‘incentive to take up indigenous technology 
would automaticallv follow if tin re was no alternative available and if tlie 
workability of the indigenously developed process was tested If the possibility 
of the collaboiation alternative was consistently remote, both industry and the 
research institutes would feel the need to establish a lapport with each other, 
and industry may then be willing to invest in supportive testing facihbes 

But the basic fact needs to be faced here that our plannmg itself has not 
been explicit as to priorities and policy It is meaningless to talk of a scientific 
policy rt solution and the ‘association' ol scientists and technologists with policy 
formulation when there is no effective commitment to indigenous technology 
and when tlie exists (which are not mer^y financial) entailed by it, are not 
bemg seriously assessed or contemplated The I’ourth Plan is thus predictably 
vague on the issue The four pages it devotes to scientific and technological 
research laik of the ‘savings’ tHa import substitution achieved in particular 
fields without relating these to any overall plan of net savings and lesource 
avuflabilitic s Indeed, it seems to reduce R & D to a matter ol outlays and 
oipgaaiiational ‘set-up* For instance, after mentionmg that there are 
unbalances m R & D spending in certain sectors, it pontificates that “One 
of (be possible reasons for this . is the lack of central authority to stndy and 
decide tnter se allegation m various aieas of scientific and technologioal SKittvi- 
ties”. What was the CSIR doing? And can c ven the CSIR perform its role 
m the absence of an overall technological research plan!* Such a plan woiilel 
have to be related to the overall economic plan and would be an aggregate of 
sectoral research plans related to sectoral growth rates Will the new Planning 
Ministry undertake such an exercise? 




















Organisational Development 

An Interim Balance-Sheet 


Nitish R De 


This paper has a limited focus. Its conceptual content tvill be as limited as its descriptive coverage. 
After providing a bird's eye-view of the concept of Organisational Development (OD) the paper will deal 
with 

(a) The progress of the OD approach in India, spearheaded by IIM, Calcutta; 

(b) Some major problems encountered in Indian Organisations which are steadily responding to the 
OD intervention : 

(c) Specific demotivators standing in the way of the OD approach: 

(d) The current strategy for the spread-effect of the OD interventions; and 

(e) The priorities in the application of the OD strategy in India. 


Means-Ends Ambience in OD 

ORGANISATIONAL Development is 
u I'omparatively new concept. 
As such, there is a danger that its 
newness may lead to an ambiguity in 
understanding it, or an overly eager 
acceptance of it as a management tool, 
or its rejection on some plea or other. 
Ideally, we would wish to steer clear 
of all these three possibilities. Beck- 
hard (1969) has provided a terse yet 
adequate description of OD which, 
with slight alterations, reads as 
follows: 

OD is an effort which is planned 
orpanisation-toide / (autonomous) dl- 
rision-wtde, 

IS manaped from the top, 
to incrca.si‘ orpanisatton effectiveness 
and health. 

through .systenuiiic interventions, 

III the uiganisatioii's processes, 
ifsiiig behavioural sciences knowledge. 

While it is possible to dwell upon 
each of the emphasised phrases in the 
description, we shall coniine our com¬ 
ments to three points only. In the first 
place. It is necessary to understand 
that systematic interventions, based on 
knowledge in behavioural science, pre¬ 
clude the unscientism of using one 
unique tiaining input only (eg, un¬ 
structured group activity). In other 
words, sensitivity training need not be 
equated with OD nor need the grid 
Seminar be conterminous with OD. 
The special emphasis on chosen inputs 
which we often come across is usually 
a reflection of the consultant’s own 
style and experience. Secondly, OD is 
distinguished from Management Deve¬ 
lopment (MD) by at least two major 
elements. The target of change is not 
a chosen individual or a few persons 
as in MD; it is usually interdependent 
work groups. Besides, the objective 
of the change programme is not, as in 


MD, the acquisition of some chosen of the individual through the group 
knowledge or skills, but an expansion process resulting in all-round improve- 
Tabi.e 1: Schematic Model of Kamani Change Pbogramme 
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Tabjj: 2 An Intebim Bai-AHCB-Shksx of Kamani OD Pboject 


Achievement Side. Statslisation 
ts Called for. _ -- 

1 Among colleagues, a culture of 

authentic communication is esta¬ 
blished It IS accepuble as neces¬ 
sary behaviour. ^ , 

2 Between hierarchical levels, open¬ 
ness and trust, somewhat estab¬ 
lished. In some umts progress is 
more than in others. 

I I>ifferences — either at the feeling 
level or at the task level — are 
explored rather than shoved under 

4 A*cuUure of struggling with the 
‘problem employees’ has been fairly 
farmly established 

5 A culture of intrinsic reward is 
steadily getting accepted. 

6 More respect for competence is 
developing 

7 In cnsis situations, integrative 
response to leadership has becoinc 
estabhshed. 

8 Mutuality of interest and emotion¬ 
al acceptance has been established 
between the management and the 
Union leadership — a key achieve, 
ment of the OD approach 

9 Decisions concerning human beings 
are being tested against the five 
principles: 

a Human dignity, 
b No exploitation, 
c Freedom of expression, 
d Management by agreement, and 
e Agreement by persuasion. 

10 Concept of distributive leadership 
has been gaining acceptance in 
problem-solving behaviour 

II Essentials of helping relationships 

die steadily gaming acceptance at 
all levels .. 

12 A high sense of dedication to the 
new management philosophy visible 
in the apex management is a con¬ 
stant motivator towards problem 
solving behaviour. j; 


Struggle Side Problems to be 
ew ercome _ 

1 Synergy of emotionality and 
rationahtj in group working is still 
an ideal 

2 Responsibility and accountability 
are still camouflaged by group 
working method. 

3 Manipulation at times prevails over 
genuine intervention in decision¬ 
making 

4 Forces of dependence and coun¬ 
ter-dependence still persist at 
various levels impeding develop¬ 
ment of norms of inter-depcn- 
dence 

5 Permissive climate acts as a demo- 
tivator to some who are strongly 
extrinsically motivated. 

6 Innovativeness in work activities 
IS stdl lagging while the potential 
remains high 

7 Power struggle and status issue 
still bfdtvil inter-personal relations 
blocking optimum task perform¬ 
ance 

8 Gams achieved m inter-peisonal 
understanding get neutralised for 
lack of system development m 
good time 

9 OD approach at tiroes confused 
with solty managcnnnt and 
Im’sez faire atbtude towards res 
ponsibihty giving rise to incITici- 
ency and wastefulness 

10 The fine balance between task 
confrontation and feeling confron 
taUon IS still to be established 

11 Too many OD steps introduced at 
too many places in a short span 
of time with limited consulting 
resources causing ‘fade-out tnccl 
and making re-introduction of 
measures a more difficult process 


the following terms a synergy of 
humanness and excellence is possible 
in an organisation if its activities are 
organised to provide the requisite op- 
poitunlty for such an objective (De, 
1970A) If the ‘why of u’ is accepted, 
OD provides the ‘how of it’ 

Application of OD Approach in Inmv 
In this section, we shall provide a 
brief resume of the OD work with 
which the Behavioural Sciences group 
of the Indian Institute of Management, 
Calcutta, is associated. While it is 
desirable to undertake a description of 
the OD work so far initiated and to 
offer an evaluation of each project, 
we shall desist from doing so here In 
none of the cases is evaluation mature 
— except in the case of the Kamani 
system, where a tentative appraisal is 
being carried out (De and Kamam, in 
preparation) A proper documenta¬ 
tion of the OD work, though possible, 
will be too voluminous for this med¬ 
ium However, a brief report is in 
order 

In eaily 1968, H R Kamam, a mem¬ 
ber of the family, invited Suresh Sn- 
vastva into tlit orgomsalion Since 
then, the major organisation change 
programme is on. Taking a broad 
view, the di sign ol thi OD approach 
appears as shown in Tabic 1 Striking a 
balance sheet om will get a picture 
smnewh.it akin to that shown m 

Tabu 2 

The next major OD programme took 
roots in the Raw Materials Division 
of lata Iron and Steel While in the 
Kamam system the initial motivation 
came fiom inter-personal problems, in 
nSCO, concein with organisational 


ment of the object of change Thirdly, 
in OD an mdividual is not looked upon 
as a means to an end Orgamsational 
effectiveness and health, the term use 
in oqr description, is much more com¬ 
prehensive than what an economist 
looks for in an organisation, or what 
an investor craves for. 

Recently -n an address P R Kamani 
(1971), the Chairman of the group 
which has been in the OD field for 
over three years, expressed his view 
that the group has to make a conscious 
movement — from leadership of autho- 
nty to leadership of shared goals and 
norms', 

- from a state of working under con¬ 
straint to a state of autonomy and 
excellence in the temple of work; 

- from the primacy of materml re¬ 
sources to the primacy of human 
resources; 

- from profit-making to growth- 
achieving: 


— from sensation of pleasure to tc 
quisition of happiness, and 

— from self-onented behaviour to a 
state of working with, and through, 
a functional collectivity 

This expression of movement to¬ 
wards a diiection is an indicator of 
what the goals are. There are, no 
doubt, elements of idealism m the 
statement but the entire thrust of OD 
IS that such structural and process 
changes arc lo be initiated as would 
assist the human beings associated 
with an enterprise to realise their 
potential In that sense, OD stands 
for anti-Peter principle, an individual 
rises to the level of competence and 
that OD is a means to extend that 
frontier of competence. 

There is thus a re-vampmg of tradi¬ 
tional orgamsational goals The age-old 
debate between organisational object¬ 
ives and individual aspirations loses its 
fore* when the issue is confronted in 


Issues, as reflected in functional con¬ 
flict brought OD to the ore mmes. 
Thit was in Mav 1970, and since then 
the activities have been extended to 
the coal mines Secondly, as contrast¬ 
ed with the Kamam system, the OD 
programme was launched at two cen¬ 
tres of the division and not at the 
operational headquarters of the division 
located at Jamshedpur 

In the span of a year, over 200 
managerial personnel have taken part 
in the OD activities at the iron ore 
mmes and coal mines While it is 
piimatiiie to launch an evaluation of 
the TISCO programmes, we shall des¬ 
cribe in brief some salient fcitures of 
the total activities 

(1) An active and constantly sup¬ 
portive role was played by two of the 
key persons in the organisation 
R H Mody, the Director in Charge of 
operations and P T K Pamcker, his 
Chief Personnel Aide for the raw 
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materials division. Because of their 
sustained interest, the activities did 
not slump into another spate of train¬ 
ing programmes. Rather, the entire 
programme became a meaningful acti¬ 
vity meant to usher in i>laim(d change 
and development. 

(2) Three top layers ol management 
have been covered by the activities 
in a planned way. For each group acti¬ 
vity, link-pins were provided, and al¬ 
most without fail the link-pins have 
been able to generate the initial benign 
climate that the group needed for pro¬ 
ductive efforts. 

(3) The major gains, as reflected in 
behaviour in work situations are 

(a) elimination/reduction of inter¬ 
personal hostility/apathy; 

(b) greater awareness of the role of, 
and the role pressures on, self and 
colleagues: 

(c) development of work and behavi¬ 
our norms in dealing with inter¬ 
group issues; the most signifleant 
of the achievements was the 
breakthrough in resolving a major 
inter-functional conflict in the 
iron-orc mines; 

(d) significant improvements in three- 
way communication (‘vertical 
clown’, ‘veitical up’, and ‘lateral’) 
among the managerial personnel; 
although not totally eliminated, 
defensive behaviour as reflected 
in verbal or written communica¬ 
tion has abated and, correspond¬ 
ingly, authentic communication in 
terms of openness and confronta¬ 
tion has increased; 

(e) an all-round desire to work to¬ 
ward an upward shift of responsi¬ 
bilities on the part of the manage¬ 
rial personnel; 

(0 visible improvements in the 
omp.ilhic lolc i-iv-fl-Div lower level 
employees. While the legal basis 
of disciplinary regulations has not 
changed, in behaviour, some of 
the key managers have started 
looking beyond the ‘legality’ issue; 
(g) functional teamwork, with mini¬ 
mum trappings of formality, hat 
been Mueessfiillv evtahlislicd. 

(41 We have found in this case that 
the variation in the interest, commit¬ 
ment, and behaviour, of the formal 
leader ol the target system need not 
play a significant role in the progress 
of the change process. In one unit, 
the top manager, who started sceptic¬ 
ally, gradually became a convert to th* 
OD approach. Technically very sound 
and administratively decisive and self- 
assured, this gentleman put his heart 
and soul, without sacrificing his task 
orientation, into ‘helping relationship’ 
with his colleagues. It was our ex- 


Table 3: TISCX) Model or CHANtoNO Noaws or Group Wohiono 
Unit 1: Operabon-oriented and Directional 



Leader’s initiative in providing 
opportunity to engineering groups 


Evolving of new norms for team working 


i 


_ Formation of new teams ready for new 

technology with equal emphasis on 

Emergence _operation and engineering 

of new 
technology 


Unit 2: 


Engineering- 

oriented 

technology 


and 


Operation- 

oriented 

work behaviour 


High degree of inter-group conflict 


Awareness in the conflicting groups of 
the ‘legitimacy’ of equivalence of 
status and need for collaboration 


+ 

The group leaders, instead of the 
formal leader of the target system, 
taking initiative in establishing new 
norms of collegial leadership 


perience that those among managers 
who were anxiety-prone, wavering, 
and initially peripheral in their interest 
in the change programme, slowly and 
steadily got stimulated through the 
efforts of this leader. 

In another unit, the formal leader 
vv.is hiiiiwlf wavering and his commit¬ 
ment was visibly limited. In behavi¬ 
oural terms, his habitual behaviour 
was more in evidence than the new, 
problem-solving behaviour. He con¬ 
tinued to maintain a ‘kink’ in his work, 
relationship with the colleagues. Des- 
spite this distinct ambivalence on the 
part of the leader, the behavioural shift 
in his subordinates — excepting two 
ol them — was signifieant and enduring. 
As if the ‘toplessncss’ of the group had 
little or no impact on the group, eight 
months after the OD programme was 
initiated, collaboration of three mem¬ 
bers of the top group belonging to 
operation, engineering, and personnel, 
and their subordinates, resulted in 
completion of a project within a record 
time. ’The resultant economy was 
substantial. Yet another instance; 
before the OD programme, the daily 
production meeting involving opera¬ 
tion, engineering, and stores purchase, 
was an exercise in inauthenticity and 


defensive behaviour. For the previous 
11 months, these meetings were an 
iniomial affair at the pithead and the 
agreements on the diagnosis of produc¬ 
tion shortfall, it an), and the action 
steps to be taken were almost inevitably 
reached. There are other instances to 
substantiate the point that, despite tha 
different styles of the leaders of the 
two target systems, the change pro¬ 
cesses did not turn out to be signifi¬ 
cantly different. 

(5) In both the units, the develop¬ 
ment of a stable collegial leadership 
has been achieved, though partially. 
But, the djmamics of the evolving pro¬ 
cess worked out differently in different 
units. In the first unit, because of the 
technology involved, the operation 
wing had established its primacy over 
the engineering wing. As such, legiti¬ 
macy of the status of the mining 
engineers had been behaviourally 
accepted by the maintenance engineers. 
On top of that, the leader of the unit, 
as already mentioned, was a highly 
competent manager with substantial in¬ 
tegrative skills. Thus, it was not easy 
to overcome the habit of depending on 
the high prestige group and to take 
the ‘back seat’ in terms of initiative. 
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Table 4: OD Stsaixcy Adopixd ot HMT 

Personal style''""^""''’"'"Working"oirthe road EnT’variabier^ 

blofks outlined above: 

(a) to (k) 


—^Identifying moti- 

— Functional 


vational forces 

— Inter-personal 


—Identifying areas 



of strength 

— Inter-grpup 


—Identifying areas 

— Multi-units — HO, etc 

i 


1 of inabilities 


Establishing new in¬ 
sights and new 
behaviours —>■ 

Forging new relation¬ 
ships and new norms -> 

Developing re¬ 
oriented action plans 
and review mecha¬ 
nisms on end 
variables and use 

-► j 

Use of GMs, JGMs and -> 


Departmental Heads as 

of feedback meeba- 


liiikpins 

nism 


drive, risk-taking — in short, innova¬ 
tive behaviour on the part of the 
maintenance group. The leader him¬ 
self gradually realised that he had 
been, to a considerable degree, respon¬ 
sible for fostering a dependent rela¬ 
tionship — which, given the state of 
technology, had been functional for 
the system. But, as soon as he real¬ 
ised that the functionality of team- 
woik would depend upon the mutual¬ 
ity of influence process, he took distinc¬ 
tive nsks in changing the unilateral 
influence process through role-modcll- 
ing, i e, by effecting change in his own 
behaviour. It appears that a hierar¬ 
chically-oriented work-group that has 
Its sanction in the characteristics of 
the technology in use can undergo 
change should the formal leader take 
the initial steps in unwinding the pro¬ 
cess. In this case, the gradual shift 
has been significantly appropriate, as 
the old technology is going to be super¬ 
seded by a more mechanised fechiio- 
logy as in the second unit. 

In the second unit, the formal sys¬ 
tem was premised on the basis of the 
operation group’s legitimacy. But the 
input of sophisticated technology has 
provided significantly augmenled .ope¬ 
rational power to the engineering 
group. The leader of the target sys¬ 
tem, whose ‘loyalty’ was more with the 
operation group, remained vacillating 
and indecisive — although his ‘desire’ 
was to see the end of the inter-group 
conflict. In this case, the initial move 
came from the formal leaders of the 
two conflicting groups as soon as they 
realised that the new technology de¬ 
manded an ‘equal-status’ role for both 
groups which called for a re-configura- 
tion of the systems of group working. 
The two groups, with the help of pro¬ 
cess consultants, then worked out the 
norms ot collegial leadership (see 


Table 3). 

(6) While It has been our objective 
in TISCO to help the managerial per¬ 
sonnel in organisational diagnosis and 
action-planning using group-method as 
a vehicle of change, we have often been 
struck by (based on one year’s obser¬ 
vation) stable or quasi-stable behaviour 
change at the individual level result¬ 
ing in distinct personal growth type of 
change. One lady commented to a 
friend, “I don’t know what the change 
programme has done to my husband 
in his office but I know what it has 
done to us. Our marriage has been 
saved”. In this particular case, they 
were alienated from each other and all 
friendly persuasion in the past ended 
up in patch-up, no healing. The gen¬ 
tleman, a senior manager, confronted 
a barrage of work problems with his 
colleagues during the OD sessions. 
Conflict often was intense and raw. 
While working through the issue, led 
by the Consultant, fellow mcnibers 
entered into an empathic relationship 
with him. Instead of ‘prescribing’ for 
him, which is often our habitual be¬ 
haviour norm, the members gave him 
• ‘understanding’. They struggled to be 
in his shoes and, to a considerable 
degree, succeeded in conveying the 
message of their struggle. Later on. 
It was found that he took initiative in 
doing to his wife what his colleagues 
had done to him earlier. A rappro- 
ihrmciit became possible and still later 
on, his work relations with bis colle¬ 
agues started improving. 

This and similar other instances indi¬ 
cate that the priority problem calls 
fer priority attention. Those who are 
bedevilled by intra-psychic or inter¬ 
personal problems would, in their 
behaviour, welcome help from collea- 
guer. working together in a learning- 
changing experimentation which is OD, 
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provided the help is perceived as cat¬ 
ering to their ‘special needs’. While 
it is part of oui habitual behaviour to 
expect ‘expert’ help in such problem 
cases, with all the paraphernalia of 
couch, electric treatment, and drug, it 
is not uncommon either in experience 
or ill scientific literature (Cnidoii, 
1971, Laing, 1967; Rogers, 1961) 
to discover that, establishing a helping 
relationship in a permissive culture 
does have therapeutic effect. The 
point that I wish to make is that, 
while for the bulk of changing man¬ 
agers working on work-related beha¬ 
viour will be in order, there will be 
members who would proceed towards 
change via peisonality issues. The 
repertoire of the consultant should 
therefore be such as to respond to the 
special needs of the members. ‘One 
prescription’ OD would not be the 
answer to such needs. Work-person 
relationship being complex, it is a 
more sound precept to be ‘client- 
centred’ rather than ’expertise-centred’. 

(7) Lastly, the OD programmes in 
TISCO were introduced in a spirit of 
level-headed decision-making, rather 
than in a hufi or as an amateurish 
romance with change. Only after over 
one year's deliberations on information, 
gathered on sensitivity training and 
allied activities, did the Project begin 
in the Raw Materials Division. It has 
taken another year for OD to become 
a part of the plant’s activities. The 
experience gathered at the Raw Mate¬ 
rials Division has recently led to the 
decision to proliferate OD to the 
Works. Though time-consuming, it 
seems that, for long-range effective¬ 
ness, such deliberations are conducive 
to the system because exploration along 
with the consultants provides a unique 
opportunity to build a trust relation¬ 
ship between the client and the con¬ 
sultant, leading to negligible dysfunc¬ 
tional behaviour on either side while 
the project would be on. 

The third major OD project wa-s 
initiated in Hindustan Machine Tools 
in June 1970, and since then over 150 
senior to middle-level managers from 
all the production units and the Head 
offices have been exposed to the 
change programme. In some locations, 
as in HMT IV and V, the coverage 
includes from the top, the Foreman 
group; in other units It has remained 
confined to Manager/Deputv Manager 
level. The plans are that, during 
1971-72 another 200 managerial person¬ 
nel would participate in the OD pro¬ 
grammes. 

As the first major public sector cor¬ 
poration experimenting with OD the 
HMT experience may be of particular 
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MODERN BUSINESS MACHINES 
FOR EVERY ACCOUNTING NEED 

The revolutionary new electronic ittaehines.,. 



Soamtron Electronic Calculating Machine 
Calculates at electronic speed with unerring 
accuracy additions, subtractions, multiplications 
divisions, square roots percentages, involutions 
higher mathematical problems Has storage 
registers Requires little maintenance Available 
in various capacities, with or without printing 
mechanism 


Soomtron Electronic Invoicing/Accounting 
Machine 

Computes and records at electronic speed, 
prepares accurately invoices, payrolls, inventory 
and account cards, purchase and sales lournals, 
gives statistical summary of postings at any 
point Has few moving parts, requires little 
maintenance Available upto 12 totals Variety 
of attachments for greater versatility 


„,and these versatile, reliable machines 



Ascola Accounting Machine 

Computes and posts quickly payrolls inventory 
and account cards purchase and sales journals 
gives statistical summary of posting at any 
point Available upto SS totals, with or without 
typcwritei Can be coupled to data processing 
units Variety of attachments for greater 
versatility 



Ascota Adding/Listing Machine 

Adds, subtracts automatically, multiplies semt- 
automatically Choice of printing figures, 
sub-totals, grand totals horizontally on forms 
or vertically on tally roils. Two models 


Sotd and aerylcad axclusWaly by 



Available to actual users only 
Q sUrCMASCHINEN-EXPORT 6mbH BERLIN 
T German Democratic Republic 

\rnut 

BOMBAY: Band Box House, PrabhadevI 
CALCUTTA: 7 Hare Street • NEW DELHI: 
34 Ring Road, La)pat Nagar • MADRAS: 23/24 
Second Line Beach • KANPUR 14/40 Civil Lines 
SECUNDERABAD: 98 Park Lane • JAM* 
SHEDPUR:Natara|Manslon,Bistupur<COCHIN: 
XXVII/497-A, M G Road • BANGALORE: 17-C 
Ulsoor Road 
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■igntflcanee. The first OD Project, 
whl^ atuted wiOi the General Man¬ 
agers and Joint General Managers, 
with the active support from the 
Cha irman, paved the way for the cry> 
stallisation of die objectives of the 
OD programmes In HMT. In brief, 
these objectives are: 
t — CoUecUoe Gotla: 

a) Vertical team building; 

b) Horizontal team building: 

(c) Staff-line functional integration; 

(d) HO — Unit relationship on the 
basis of openness and mutuality; 

(e) Improvement of organisation cli¬ 
mate for acceptance of new man¬ 
agement techniques, such as value 
engineering, PERT, performance 
budgeting, etc; 

(f) Improved inter-personal, intra¬ 
group, inter-group and multi-group 
communication; 

(g) Improved mechanisms to manage 
differences and conflicts. 

U — IruUviduitl Goals; 

(h) Better grasp of one’s own respon¬ 
sibility and accountability; 

(i) Better utilisation of intrinsic moti¬ 
vational forces; 

(i) Competence development: 

(k) Better control on one’s own self. 

As the goals started evolving during 
the successive OD thrusts, the strategy 
adopted by the consultants in matching 
the goals can be schematically pre¬ 
sented as in Table 4. 

A tentatit >0 assessment of HMT 
protect: In January 1971, after about 
eight months of the inauguration, the 
Chairman and his senior colleagues 
assembled together along with one of 
the consultants to review the OD 
activities. What emerged during the 
deliberations is presented below: 

A — Achievements at the individual 
level: 

(1) A clearer picture of one’s own 
defensive behaviour which is invaria¬ 
bly a road-block to work-effectiveness 
and meaningful relationship. Gains 
are, indeed, differential, in that, some 
managers could develop a better in¬ 
sight into their own defensive mecha¬ 
nism than others but overall the depth 
of awareness became more than it was 
before. 

(2) Sharper realisation of the areas 
of competence and inabilities. Here 
again, the acknowledgement of the 
realisation is more open in some cases 
and more cautious in others. 

(3) Awareness oi motivation, ideo- 
syncrasies, experiences and style of 
woiUng oi others. This awafeness 
has led to acceptance of the other per¬ 
sons, although the de^ee of accept¬ 
ance is more in some cases than in 
others. 

(4) Breakdown of ‘stereotypes’. 
Memory of past history, dther in the 
shape of direct or indirect experience. 


had in many cases contributed to the 
build-up of negative images of many 
managers, causing interferences in 
inter-personal work relationship. Com¬ 
ing into closer contact with these 
persons in an ‘unfreezing’ climate, it 
became possible to overcome the 
‘stereotype’ in some cases, leading to 
a dramatic improvement in work 
relationship. 

B — Achievements at the organisation¬ 
al level- 

(5) Given a sense of pride as a 
member of the HMT organisation and 
a culture of technical competence, a 
movement took place from a narrow 
job predilection towards a broader 
work concept: expansion of work 
awareness. The HMT managers, we 
found, were predominantly task-orient¬ 
ed. However, the task-orientation 
had, very often, a narrow focus on the 
allotted functions or, more appropri¬ 
ately, on whatever perception develop¬ 
ed about these allotted functions. 
Thus construed, responsibility often 
assumed a unitary character, leading 
to conflicts and clashes in terms of 
ideas and priorities with other collea¬ 
gues. Gradually, this unitary concept 
of work was superseded by a federal 
concept of work. 

(6) There was a movement from 
dcpendence/counter-dependence to 
inter-dependence: expansion of open¬ 
ness. As the reality-oriented self- 
awareness and acceptance of others 
increased, and as a re-orientation to¬ 
wards work took place, caution, diplo¬ 
macy, and competition started getting 
replaced by concern, care, authenticity, 
and confrontation. 

(7) ’Pressure’ culture gradually 
yielded to problem-solving culture. 
The flux created in the organisation 
by the economic recession in 1966, 
and Its consequences, have established 
in some of the financially vulnerrble 
units a work culture of high degree of 
anxiety and ‘pressure’ — management 


by last minute hurry. Managarg 
placed in key positions having started 
to operate on feedbadc data on theiz 
behaviour have resolutely started mov¬ 
ing away from pressure-onentation to 
problem-solving orientation. Not that 
expression of hard feelings was elimi¬ 
nated, but whenever it occurred, explo¬ 
ration came possible. 

(8) Improvement in inter-personal 
and inter-group communication, ‘niter- 
ing’ and distortion have got minimis¬ 
ed. 

(9) Improved awareness of organi¬ 
sational problems and lessening of 
‘scape-goating’. In the past, many 
managers were concerned with ‘seg¬ 
mented’ issues. Now, taking a systemic 
view of a problem, they could exhibit 
a more mature understanding of ffie 
problem. 

(10) Gradual shift from a mechani¬ 
cal concept of the organisation to an 
organic concept of the organisation. 
A more obvious illustration of the shift 
is the case of a personnel man in a 
new unit, offering to take charge of the 
stores for a period of six months to 
relieve the purchase man as his job 
was critical at that juncture. By the 
traditional way of looking of an organi¬ 
sation, this would not be easy, or even 
conceivable. 

(11) Improved receptivity towards 
the utilisation of HO services/techni- 
tpies. 

C — Outline for the future: 

The review meeting also deliberatea 
upon the course of action for the future 
in the HMT. Some of the agreed upon 
items arc the following; 

(1) A master plan for competence 
development; 

This will betome clear from the 
siluinatic diagram in Table 5. 

It has been decided that as part of 
the OD project, a comprehensive in¬ 
ventory of the managerial development 
needs would be prepared so that appro- 


Table 5: 

• 

Strategy ion (Competence Uiveiopmeni 

■x. Task 

^’^.System 

Critical 

Areas 

1 ess Critical 

Areas 

Persons 



Competent 

managers 

Autonomy to be assured 
and sustained helping 
feedback necessary 

Plan needed for more 
effective utilisation 
of talents 

Less competent 
managers 

(a) Strong supportive 
action called for 

(b) At times transfer 

IS indicative 

(c) Active monitoring 
mechanism is indicated 

Long/intermediate 

range planning for 
the development of 
the managers 
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hiequalliy is an evil, hut I do not hdievi: in 
vradualini!^ evil jrom I hr human breast 
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because it overlooks the fact that evil can never h 
overcome hr evil; it ceases only until tiood. 
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piiate action could be taken on an 
(ntennediate-range basis. 

(2) Need to stabUbe the feelings 
of mtdtiple affiliations and mem- 
berships; 

While It is widely xecognlsed 
that supra-attachments have developed 
among managers beyond the bounda¬ 
ries of self, inter-person, intra-group 
and inter-group, it is equally necessary 
to recognise that unless steps are taken 
to stabilise the spirit of plurtJism, habi¬ 
tual behaviour might re-assert itself. 
This is being achieved in two ways: (a) 
review sessions of task-related groups of 
members and (b) continuous interaction 
of the across-the-function managers 
constituting a project team and working 
together on a project evolved by them. 

Till end-Deoember 1970, there were 
over 50 project teams working away on 
short-term concrete projects which are 
being reviewed by the teams at peri¬ 
odic intervals. 

(■'}) Developmerit of newer varieties of 
managerial skills; 

Three basic areas have been spotted 
for the time being: 

(a) Management Information Sys¬ 
tem development: With experi¬ 
ence in HMT V, it appears that 
with a long job-cycle time it is 
necessary for co-ordinating agen¬ 
cies to develop short-term feed¬ 
back loop. - Such experience- 
based knowledge .)vill be requir¬ 
ed to lead to the development of 
new kinds of information sys¬ 
tems. 

(b) Development of new leadership 
role: It is felt that, with the 
evolution of the spirit of team- 
working, a higher level of res¬ 
ponsibility is being a.ssumed by 
the bulk of the managers making 
it redundant for many senior 
manager^ to perform any longer 
the mediating role among con¬ 
flicting subordinates. Thus, the 
new shift towards broader res¬ 
ponsibilities in suiiordinate ma¬ 
nagers will require a correspon¬ 
ding shift of the old work-role 
of the integrative managers as 
well. They will now be called 
upon to pay increased attention 
to the management of the inter¬ 
action between the enterprise 
and its significant envirnnment, 
and less and le.ss attention'to the 
management of the internal sys¬ 
tem. Similarly, the General Ma¬ 
nager of a Unit will be, hence¬ 
forth, more and more concerned 
with the management of the in¬ 
terface of the sub-system, of 


which he .is the General Mana¬ 
ger, and''its significant environ¬ 
ment: less' «id le.ss with the in¬ 
ternal mamipanent of the sub¬ 
system. Cnflsdous planning of 
this new role will become an ur¬ 
gent ta.sk for the near future. 

(c) Problem of the super-competent 
managers: A genuine strength of 
the lIMT system is the high level 
of task-orientation of many man¬ 
agers whose technical skills are 
commendable. However, since 
the sysh'in is consciously moving 
towards an open system, with 
emphasis put on the functionally- 
related group working, there is 
need for the task-oriented man¬ 
agers also to become relation- 
ship-oiiented so that the new 
fonns ot management can enlist 
their supiiort and nurturing. 

(4) Development of new motivation 
for the technology innovators: 

It has often been recognised that the 
growth orientation of the HMT system 
lies in its ability to move towards pro¬ 
ducts and pincesses which arc more and 
more knowledge-based. Development 
of new products and stabilisation of their 
production ti'chnology will thus acquire 
an essentiality. In tbe light of this fu¬ 
ture trend, personnel policies and prac¬ 
tices will call for a re-evaluatinn so that 
the technology innovators can enjoy a 
system that will motivate them towards 
the challenge rather than inhibit their 
creative urges. While it is necessary to 
cater to the e.xtrinsic needs of the inn¬ 
ovators just as also to those, of the 
routine perfonners, it is quite another 
matter — calling for skills of sophistica¬ 
tion — to develop systems for intrinsic 
needs to be sati.siied. 

(5) Creating newer organisational 
forms in the midst of existing, sta¬ 
ble systems; 

A new Heavy Press Division has 
been created within the physical proxi¬ 
mity of HMT V; a new printing press 
production facility will come into being 
in the existing premises of HMT IV and 
a major tractor manufacturing facility 
will be created at HMT III. This jux¬ 
taposition of existing machine-tool imi- 
nufacturing facilities and the newer, not 
necessarily related, products often in¬ 
volving newer forms of organisational 
design, will create the problem inherent 
in the integration — differentiation pro¬ 
cesses of complex systems. How much 
autonomy, for example, will vest in the 
managers bf the new productive systems 
to enable them to deviate from the sys¬ 
tems and norms that arc already in ex¬ 
istence and arc found to be functional 
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for the existing product lines? This* 
and related issues, will require to be 
confronted in the near future. 

(6) Provision of living links in com¬ 
munication : 

Apart from the traumatic experiences 
of lalxiur-management ‘lie-relation.s' dra¬ 
matised in the series of incidents that 
took place in HMT I and II in the lat¬ 
ter part of 1970, it became quite evi¬ 
dent to the sensitised change-prone man¬ 
agers that, of the communication gaps 
that existed between the different layers 
of employees, the one between the 
lower echelons of the management and 
the workers was the widest. The ana- 
ly.sis also revealed that, while the com- 
numication between the executive sys¬ 
tem (that wing of the management that 
deals with thiP industrial relation pro¬ 
blems) and the representative system 
(the trade union leadership) was being 
maintained — though at times in a 
tenuous form — there existed little or 
no communication within the executive 
system insofar as the base of the com- 
iiumicatiun pyramid was concerned, viz, 
the workers. Willy nilly, it was believed 
that, the representative system assiuned 
upon itself the role of the communicator 
\N'ith the workers which was substantial¬ 
ly correct in theory and practice. But 
there are many unique properties of in¬ 
ternal coinnmnication within an execu- 
tivi' sy.stcni (comprising of a manager 
and his entire subordinate command) 
svliich could neither be relegated to the 
re[)resentative system nor could be effec¬ 
tively performed by anyone other than 
those who occupy executive roles in the 
enterpri.s<- system. It was felt that this 
neglected side of the organic system 
could no longer be allowed to persist 
and that seiioiis collective effort would 
leipiire to he devoted in the manage¬ 
ment of the effective communication 
svstein. 

(7) The need for proliferating the OD 
approach to union-management re¬ 
lations : 

Along with the deliberations on the 
comnuiiiicatioii gap, it came to be 
realised that, hi the long run, the OD 
thrust cwild not be legitimised unless 
its spirit could he enshrined in tbe 
union-management relations as well. 

While no concrete proposals could be 
iiKMited at this stage, it was felt that the 
consultants’ assistance would become im¬ 
perative to convert a distiibutive bar¬ 
gaining orientation into an integrative 
orientation without in any way jeopar¬ 
dising the identity of the union or the 
h'gitiniacy oi its representative role. It 
was felt that the Kamani Engineering 
experiment (Do and Kamani, in prepa- 
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MASSEY-FERGUSON 


Indian 

farmers’ 

FIRST 

choice 


Ma^scy-Ferguson 1035 tractor 
is the Indian farmers’ first 
choice There are more firm 
orders for Massey-Ferguson 
1035 than any other tractor 

E reduced in India It is 
ecause Massey-Ferguson 
1035 tractors have proved 
over the years most suitable 
for Indian conditions and 
are backed by country-wide 
dealer organisation with 
the most comprehensive 
after-tales service. 

Indian farmers are fully 
convinced that Massey-Ferguson 
1035 tractors arc the best 
value for their money. 


Treetore md Pami Cqulpmsm Umltad. Msdrss 
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Taih-e 6: Complementarity in HQ Servicbs-Fiei.d Relationship Dynamics 

SERVICE 


ration) could indeed provide the em> 
bryo of an idea that needed to be in¬ 
cubated. 

(8) Need to foxier development of be¬ 
havioural norms that could over¬ 
come the forces of ‘cluster’ leader¬ 
ship: 

It is, we believe, a tribute to the 
open-system approach that has steadily 
gained acceptance in the HMT system 
that some of the Managers could bring 
out into the open the problems associat¬ 
ed with clustered leadership within a sub¬ 
system. These could be the forces of 
casteism or of regionalism, or of other 
subtle variations that are in currency in 
India today. While there is an intel¬ 
lectual recognition that such forces might 
stand in the way of the synergy of or¬ 
ganisational and individual effectiveness, 
hi behaviouial tenns, its existence is nut 
seriously challenged in many organised 
situations. 

In the HMT, at least in one unit, the 
managers were able to recognise the de¬ 
bilitating effect of such pressures and 
welcomed the prospect of working 
through the problem. There is, thus, 
an awareness of the need that as the 
work-related issues would be gradually 
confronted and resolved, tradition-based 
attitudinal and behavioural stereotypes 
would demand priority attention. 

(9) Fosterinf’ a neo-culture in the 
system whereby the Head Office 
service functionaries could become 
the ‘hypers’ and the unit function¬ 
aries could assume the role of 
control: 

While it was realised that such issues 
a.s the development of an integrative 
industrial relations system, or the esta¬ 
blishment of behavioural norms that 
would destroy the ‘corrupt’ aspects of 
elusterism. are indeed long-term pro¬ 
jects, they are nevertheless equally 
significant in terms of priority alloca¬ 
tion — precisely because, longer cycle 
time problems, if delayed, would on tlie 
one hand prolong the cycle time and 
on the other further complicate the al¬ 
ready complex issue. In the same con¬ 
text, it was felt that a new orientation 
was called for in the headquarters-field 
relationship, contrary to what has been 
firmly established in most modern cor¬ 
porations. In tune with the concept 
of specialised services which the chair¬ 
man had already established ,in the 
headquarters, it was felt that the ‘ser¬ 
vice’ concept of the headquarter role 
should be developed along with the 
’self-control’ role of the units with a 
high degree of commitment on both 
.‘ides. What is being conceived of can 
be presented in the form shown in 
Table 6. 


I HQ-Fietd Relationship 

Provision of ideas by the HQ and 
rendering of help by HQ on the 
basis ul mutuality and reciprocity. 


TRUST- 

II Fie Id-1 IQ Relationship 

Field resorts to monitoiing activi¬ 
ties as ail aid to effectiveness and 
the open system that exists provi¬ 
des systematic data to HQ to seek 
help. 


It is nut dillieult to perceive that Boxes 
I and II ,ire complementary just as 
arc Boxes III and IV. The goal, a.s 
visualised in the HMT system, is to 
establish norms leading to Boxes I and 
n. It may be pointed out, however, 
that we ore not specifically referring to 
the line organisation that runs through 
the HQ-Field continuum: we are con¬ 
cerned more with the autonomous staff 
organisations located in the HQ vis-a- 
ris the line set-up that commands the 
field. 

(10) Lastly, there is a need to stabilise 
the ihanftes ushered in and then 
furthci the frontier of change 
through the creation of a cadre of 
change agents; 

Manugeinent of a major system- 
change demands, in addition to other 
facilities, u I'adre of gate-keepers, not 
only to informally audit the results of 
change, blit also to generate energies 
.IS a ‘hiiiimn dynamo’ to fight against 
the relapse into habitual behaviour and 
to become a sensitive ‘human radar’ to 
record latent and/or inarticulate issues 
which, but for timely intervention, 
could dampen the rate of progress of 
change. An awareness is developing 
i.i the HMT .system that, while the 
organisafiunul development unit will 
continue to spearhead the programme 
ol change, active agents of change will 
iiei-d to he located in each unit so that 
their role will need to be legitimised in 
the spirit of helping relationship. 

A fourth corporation in which, en¬ 
couraged 1>>' the preliminary reports ob¬ 
tained from the HM'I' system, OD in¬ 
tervention was inducted was Hindustan 
Aeronautics at its Hyderabad Division. 
Here, the first phase was initiated in 
Decimber 1970 — primarily on account 
of the permissive climate gradually 


III HQ-Field Relationship 

Help rendered by HQ on a forma¬ 
listic basis of requisition and not 
mutuality. Service-mistrust dyna¬ 
mics calls for “correct" behaviour 
rather than functional (i e, innova¬ 
tive) behaviour. 

- MISTRUST 

IV Field-HQ Relationship 

Field resorts to defensive control 
mechanism with priority on guard¬ 
ed reporting system for HQ control 
purposes. Help sought would 
depend upon whether ‘authority’ 
would be impaired. 


built up in the system under the leader- 
■ship of P C I-al who until recently was 
Chairman of the complex, and the 
direct interest evinced by the General 
Manager of the unit, R M Nayar. It 
is. indeed, too early to undertake even 
a rudimentary assessment of the effects 
and we shall not undertake any such 
venture. However, encouraged by the 
initial responses, the HAL system is 
planning to actively try out the OD in 
other .sub-systems of the HAL Complex 
in May 1971. 

PnOJEflTS Ci.EARED FOR 
1M pi.ementation 

Fncoiiraged b\ the results of some 
ol the ongoing OD activities, some 
enterprises have decided to experiment 
with the OD approach in the near future 
(see Table 7). 

Before we move on to the next 
.section, \\c may provide here a highly 
nnpicssionistic idea of the current 
status of the OD achievements in the 
three urgani.sations where they have 
been in existence for 10-38 months. 
Th<' data for such an assessment have 
come from a number of sources: (a) 
author's own observation of behaviour; 
(b) experiences shared with him on first- 
or .second-hand basis: (c) observations 
made by persons belonging to the 
organisations hut who did not take 
part in the experiments and (d) obser¬ 
vations of niy colleagues who have 
participated in these projects. Let me 
adil that, it is not our objective to enter 
into an invidious compai ison of the 
three organisations. \Ve do look upon 
the tentative evaluation as a process 
I'vent. In Diagram 1, we have taken 
miK foul variables on the hori¬ 
zontal axis in order to present a non- 
coniplicati'd picture. Wc do not claim 
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Tabus 7 


Nome 

iRication 

Tentative Initial 

Steps Planned for 

r Oriental Paper Mills 

Brajrajnagar 

April 1971 

Bokaro Steel 

Bokaro 

April 1971 

Tata Engineering and 
Locomotive 

Jamshedpur 

May 1971 

State Bank ol India 

Central Staff 



Training College 
Hyderabad 

Ma> 1971 

Indian Aluminium 

Belur 

May 1971 

Hindustan Steel 

Bhilai 

luiie 1971 

Indian Detonators 

Hyderabad and 



Hourkela 

August 1971 


that these four aie tiu- most significant 
among the relevant variables. 

The differential process events as 
they appear can at best Ir* looked upon 
as a ajmpound ol (u) the characteristics 
of the managers manning the system, 
(b) the characteristics of the technology 
and of the organisational culture, (c) 
the characteristics of the consultants 
who have worked with the systems, 
and (d) the strategies of intervention 
adopted by them. 

Tyiucai. Ohganisaiionai, Pboblems 

In this section we shall, on the basis 
of our organisational diagnostic studies 
in India, present some ol the recurrent 
probU’ins that .stand in the way of or¬ 
ganisational excellence. Most of these 
propiMitioiis have been culled from 
unoth(‘r source 1971). It is our 

experienei- — though limited by the 
element of time — that these process 
events are steadily and encouragingly 
respmiding to th<‘ OD interventions 
initiated so far. 

(1) Attitudes atui values <if the top 
leadership of organised activities have 
a significant flavour of habitual he¬ 
lm vioui. Present glories and past suc¬ 
cesses sludter them against .sensitivity 
and reception ol fe<‘dback. To a cer¬ 
tain degiee, their responses to a new 
event or situation indicate a reactiw, as 
opposed to, ,1 pro-aefive behaviour, 

(2) The existence of cluster or divi¬ 
sive leadership at the operational level 
often leads to a stroiigiT sentient group 
(homogeneous emotional bond) as op- 
p»>se<l to a tunctional task group. 

(■'1) Task inter-dependence and inter- 
penetration lemain oft<‘n unreflccted in 
behaviour. There is olten buck-passing 
atid 'scape-goating'. I'ooi teamwork is 
often visible in pioductimi meetings 
and progress review meetings. 

(4) Individual respon.sibility and 
initiative are often hamstrung by im- 
pt'rsonal checks .md balances. 

(5) Upward communication is often 
a reflection ol the perception regarding 


the superior’s priorities in likes and dis¬ 
likes, except when it originates in the 
reprcjentative sssteni. 

(6) There is a strong tendency to 
r<-ducc coinimmicafion in writing, with 
a low priority lot face-to-face com¬ 
munication. It reflects the degree of 
inter-personal distrust. 

(7) Very often, there exists a chasm 
within the executive system of com¬ 
munication, priinaiily on account of 
low commitment to new skills. Trans- 
lerr'iice of past experiences has a high 
uncritical acceptance at the executive 
level. 

(8) Veis- often, communication bet¬ 
ween the executive system and the re¬ 
presentative .sjslein becomes an cxcu.se 
lor pool inter-hierarchical communica¬ 
tion within the executive system. 

(9) Usualb, there exists some form 
of dirc-ctive-type 'conflict resolution’ 
inechanism ulniost to the total exclu¬ 
sion ol systems lor resolving inter-per¬ 
sonal conflict at the affective level. 

(10) Itather than develop a planned 
ssstem for the generation and utilisa¬ 
tion ol knowledge, it is often left to 
haphazard developments — thus lead¬ 
ing to disillusionment and apathy at 
the junior lcv<‘l which is oft«'n confused 
with the problem of the generation 
gap. 

(11) I’roclivitx towards sulutiun- 
inituledncss, added to the need for 
anxii-ty-reduction, often leads to deve¬ 
lopment ol mechanical forms of organi¬ 
sational structures and processes, making 
it expensive — in terms of human and 
other invisible costs — to become 
adaptive to environmental pressures. 

(12) Existence ol a high degree <>l 
polari.sation in commitment. There arc 
a lew overcoininitted members in the 
-sstem, us if, to compensate for a large 
cadre of the undercommitted. The ‘get 
ahead’ group very often clings to the 
stiitus qufi as that u.sually works in its 
favour, whereas the ‘get along’ group 
vers olten initiates or supiJorts an 
anti status quo movement. Such a 
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conflict often gets reflected in a power 
struggle over the control of extrinsic 
rewards. 

(1.3) There is often a short time- 
perspective for managerial priorities 
which result in a ‘double-fault’ pro¬ 
blem-solving orientation: (a) routine 

gets precedence over non-routine and 
(b) fire-fighting activities get preced¬ 
ence over fire-preventing activities. 

(14) Existence of low reality orieii- 
tation in executive behaviour. Self- 
oriented behaviour usually dominates 
over self-aware behaviour, with the 
le lilt that realistic self-assessment and 
owning uj) of one’s own strength and 
inabilities do not get reflected in be¬ 
haviour. 

(15) In the matter of confronting 
with an actively changing environment, 
the routine-oriented, security-conscious 
and anonymity-seeking propensities 
show up rather stubbornly in the desire 
to adapt passively to the environment. 
At the extremities, arc the minority who 
cither respond to the challenges of the 
environment with the instinct of a oen- 
trolling parent ego-state or with that of 
a destructive child ego-state. The 
active adult, as a problem-solver, does 
not usually show up as the executive* 
agent. 

(16) There exists, almost invariably, 
a constant human conflict on the one 
hand between one’s own public self 
and the concealed self and on the other 
between the public self and the blind 
self — with the consegueiice that the 
intra-ps)'chic conflict overshadows work- 
lationality and emotionality, often con¬ 
taminating both. 

(17) Inculcation ol a narrow concept 
of ‘product sovereignty’ to the utter 
neglect of the process development 
olten adds to an optimistic illusion of 
what the ends are, or should be. 

These propositions are by no means 
an exhaustive catalogue nor do they 
claim any degree of finality in orgam- 
sational diagnosis. However, their re¬ 
currence in many financially sound 
organisations which have a consistent 
record of achievements comes to us as 
a mutter of some conccni. There is a 
lurking tear that, such a concept of re¬ 
sults, however .sophisticatedly conceiv¬ 
ed, \sill delay the dawn of the con¬ 
sciousness that, a viable organisation, 
givoi the current state of knowledge 
in human sciences, is entirely consis¬ 
tent with the concept of a whole man. 

While we cannot claim that OD 
intervention has brought about such an 
achievement yet, we indeed are grati¬ 
fied by the yet-to-be complete devi>- 
lopment process of a number of inter¬ 
nal change agents working in their own 
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Diagram 1 Tnr State or Devixopmenf of thp Three OD Projkcts 



organisations Building on their myriad 
strengths and skills — which were in 
existence prior to their commitment to 
OD — they have been able, m a shoit 
p nod, to sharpen their own life goal 
m .1 meaningful way Also, they are 
in a position to enter into helping rela 
tiomship with many others, and all 
these activities are becoming poanbln 
not on the basis of a given authority or 
allotted status but on the premise of 
empathy and personal growth • 

rsnons iNiiiBiiiNC EiFEfiivr OD 
iNTFRyFNTION 

Th< loregouig description and ai a- 
Issis may create the impression that 
till OD inteivciitioiis have had a 
smooth success story wherever applied 
III India It IS only fair to mention 
that then is no basis for such a ]udg 
mt lit Ovt r tile past three years, oui 
ncxird ot failuie has lieen no less im 
piissivi' Ruminating over thosi 
failun cases we may now be able to 
I odify somi oi the forct s that inhibit 
thi progress ot OD (Dc 1970B) 

In thi first place, an authority-figure 
of the target system must piovide 
aetivi siippoit to the change pio 
gnmni Ills lack of interest or slug 
gish support or his inability to com 
piehentl at hast to somi measure what 
(111 OD iiiU iventioii is all about, may 
indeed b((nim t stumbling block to 
•lie esperiment 

Ih aetiv( role H R Kamani played 
— ineliiding the stiiiggle he w( nt 
flu (High to g( t over the resistance and 
allay thi inxiets ot mans of Ins collea 
gii s — ovei a pi nod of three* seals 
the pioaetive involvement that R N 

• I shall m ntion just a f< w names, 
not because they are the only ones 
but luiaiisi 1 have personal know 
1< dg( ot th( II devi lopsnesital 
liistois V S Haliga — Chief 
rngiiie r lata Iron Ore Mines 
N laniiindi S 1' Bhattacharyva — 
LML Bas( Workshop. Agra, Y V 
Chavan — President, Kamani Em¬ 
ployees Union, Bombay, II R 

Kainaiii — Deputy Managing 

Di ector Kamani Group of Or¬ 
ganisations Bombay, Navnit 
Kamani — Finance Diri*ctoi 

kamani Group of Organisations, 
Bombay, T V Mansukhani — 
General Manager, HMT IV, Kala 
inassery S N Pandey — Chief 
Personnel and Welfare (Mficer, Tata 
Iron Ore Mines, Noamundi, R N 
Sen — Deputy Master General of 
Ordnances, Army HQ, New Delhi 
R N Sharma — Chief Mming 
Riigimei Tata Collieries Jama- 
doba. D Thankappan — Graeial 
S cretary, Kamani Employees 
Union, Bombay, MSS Varadan 
— Chief, OD Unit, HMT HQ 
Bangalore 


Sharma manifested in his behaviour m 
IISCO coll i< ties, the overseemg sup- 
• oit and sympathy that R II Mody and 
P T k Paiiickei provided for the Raw 
Mat( rials Division change programme 
and the si ii ntific inquisitiveness and 
aitivi mtiiest m the process change 
that S M Pafil showed in the HMl 
jirojicts ire thi key to tht stabilisi 
lion III th OD piogranimes 

By till same toktm, some of our 
tailuii lypiriinces show that, thi 
initial guns in a productive system in 
thi Calcutt I region, evoking interest 
iiirl I nlliusiasm of the participants wen 
n vcitheless lost, because the target 
system centrally contiolled by the head 
ipiirtirs could not secure the support of 
thi Divisional Manager Two months’ 

I tlo ts wen thus lost In thi case of 
anoth 1 Calcutta-based international 
oiganisatioii the authonts figuip gavi 
vagui suppoit to the incipient changi 
programme and himsi*lf remained too 
distant all thi whilt thereby contnbut 
mg to the saggmg of intenst of those 
in‘ide thi organisation yvho took the 
imtjativi 

It 'vill lx stin that wi havi txpen 
meed tyvo lategoiies of support (a) 
authority tigiins m an active participa 
tion roll like Ilasmukh Kamani, Nav 
nit kamani 1 V Mansukhani, and 
n N Sharma and (b) authority figures 
III a supporlivt role like S M Patil 
B II Mods and R M Nayar 

Secondly unless the authonty-figure 
has a professional interest in the con¬ 
sultant and his activities and the rela¬ 
tionship assumes a trusting character. 


thi changt programme would languish 
III thi case of an international agency, 
the change programme ‘flopped’ pruna- 
riK Ix-cause the head of the organisa¬ 
tion had no professional interest m the 
consultant although a warm personal 
relationship iMst^d In another or¬ 
ganisation attempts at indticting the 
change piograiinni with thi support of 
till consultant receivtd lukewann 
III ption because of among other 
II isoiis till lack of any trushng rela- 
tiiiiiship bityyiin thi principal client 
anil the luiisullant The consultant 
then yyi lit into a state of hibernation 
insolai as this projiit yvas concerned. 
And iiisti ad hi conterned himself with 
sonu utlur piojiits with encouragmg 
11 suits yyliiih lonx to the notice of the 
iliint At fins slagi — i e, one year 
afti I till abortivi first try, the dient 
ippioachi d the consultant for a series 
of seminars on aspects of organisational 
diagnosis These senes of interactions 
slinvly and steadily built up a bond of 
cnnfidtiiLi between the two that has 
i*i(ntly amsummated into an OD 
project 

1 hirdiv should the authority-figure 
bt extnnsically motivated to meddle 
with a change progiammc and the in 
Irinsic motivation remain low, the 
change jinigiammi is likely to fail. In 
a public sector corporation, the chief 
of a target system enlisted the support 
of tyyo consultants to build up inte¬ 
grate (I task te ams While the OO 
project was launchcxl, it became evi- 
dint that the chief was pnmanly moti¬ 
vated by a desire to ‘overcome’ the op 
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Beview cS Maiuigeinent M«y 1671 


It tabes 100,000 men to moke 
on Escort tioctor 


Only 5,000 
of them ore 
at Escorts 


And th« r«itf 

Th«y ar* pact of a thouaand add compantaa tproad alt 
ovar India diat aupply meat el the eompenentt of ESCOKT 
traetora (each haa about 4,S00 individual partal) So 
that'a how many people outaMa Eacorta contribute to Ra 
operatlena And they are moatly amall-aeale menu* 
facturera 

Eacorta givea them technical, aomelimea even flnaneial, 
aaelalance. They in turn aupply high quality componenta, 
made to International atandarda gwan them by Eacorta 
They become highly akHled apecialiata—even aiport ttieu 
producta back to countriaa that onct exported to India. 

Thia la the kind of interdependence that has helped 
Eacorta nearly double Ms tractor production every year. 
And thia year, we celebrate the alhrer Jubilee of thia 
biterdependance 


We believe, thia 
development 


the aubatanee of real Induatriai 


Interdepeiideiicc 
for 25 yeartp 
the Escorts conc^ 
for growth 
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position to his authority, for the fulfil¬ 
ment of which objective he did not 
receive enough ‘support’ from the con¬ 
sultants. That was the Waterloo of the 
OD venture. In an international or¬ 
ganisation, the situational contingraicies 
favoured an OD thrust. The second 
and the third level of hierarcliy pro¬ 
vided enthusiastic support to the OD 
efforts after the initial fear of the un¬ 
known was overcome. There was 
distinct evidence of a thaw in the rela¬ 
tions between the fighting executives 
of an important operating department. 
The ‘acting’ Chief Executive duly 
‘noted’ the progress and even reported 
it to the consultant with a feeling of 
appreciation. However, after a period 
of six months, the Chid Executive be¬ 
came ‘cool’ to the project. On inquiry 
he frankly confided that the ‘patron’ hr 
the parent company had decided to 
defer a decision on his ‘acting’ status;. 
So, the OD must wait! 

Fourthly, should the ‘contact person’ 
(i e, one who brings in the consultant) 
be one who docs not enjoy enough 
prestige in the system nor enjoys the 
confidence of the authorily-figure, the 
OD efforts ai’e not likd>' to succeed in 
the enterprise, in a public sector plant, 
the OD efforts did not take root prima¬ 
rily because the contact person was not 
effective with the, top brass. So, the 
‘guinea pigs’ were the ‘small shots’ 
whose frustration was deep after each 
shot of OD intervention. The iirojoct 
was deadlocked. At this junction a 
high status executive came into contact 
with the consultant, ’fhen onwards, 
the consultant was found professionally 
competent and attitudewise ‘committed’ 
and the OD efforts then started to re¬ 
ceive ‘priority’. 

Fifthly, the OD type change pro¬ 
gramme, if confused with the usual 
training activities, will lose its effective¬ 
ness. The conctiptual distinction bet¬ 
ween the two should be clear from the 
very start. Jn a public sector ‘service’ 
organisation, the Training Manager or¬ 
ganised a series of sensitivity training 
programmes, while the inarticulate 
premise in his mind was that he had 
embarked upon an organisational 
change programme. His con.stcmation 
was great when he discovered that his 
brand of OD was what the state of 
sensitivity training was in early 1950s. 
In recent months, because of the 
publicity that some of the OD projects 
had received, a steady flow of requests 
poured in, asking for a series cf ‘OD 
lectures’ in these enterprises for the 
benefit of the ‘young executives’. It re¬ 
quires a super-diplomatic effort to 


convey the idi n dial the ‘OD pill’, 
imilatcrall)', h.is little efficacy. 

Sixthly, OD efforts are most likely 
to ‘fail’ should the interventions be 
aimed at the lower echelon of the 
management, while the interdependent 
and intcraetiog higher echelon is 
plagued b> lorees of mistiust, competi¬ 
tion and aiithuritarianisiii. In a 
mcdiuni-si/,e<l enteiprisc, the chairman 
and his thiee luiictional colleagues havi- 
beeii mainl.iMiiiig a .seinblanec of unity 
while then .issistants were brought to¬ 
gether by the ‘lion-hearted’ ’ITaining 
Manager to an exposure to OD. With 
their respective loyalties remaining in¬ 
tact, these assistants merely succeeded 
in artieulatiog (he conflict which existed 
,il the lop and of which tliey were only 
too conscious. The bosses could not be 
coiifronted with die issue because they 
were indeed busy with workl In 
.another oiganisation, since the top 
nianagenirnl iound a ‘loyal’ Purchase 
Managei to look after certain impor¬ 
tant aspect.s <)l financial management in 
di.siegaid ol the sentiments and views 
of the logiliiiialc iiinetionary, it became 
extremely dillieii'.t to establish a task- 
group out ol these inanagers because a 
culture ol mistiust, personal loyalty, 
and s<‘cii'e\. li.id existed for a long 
while, wlmb tins group w.is unable to 
deal with. 

Seventlily. whalever the immediate 
motivation loi inviting an OD inter¬ 
vention, null ss the top management is 
mentally iinp.iiid to lisk a txmfronla- 
tiim wilb ils own operant values at 
some point so as to cause a ledi.stribu- 
lion ol power of the deeision-inaking 
jjiots'sses ill time with the dictates of 
Ibe changing eiieuni.slaiiees, the OD 
thrust will sooiiei or l.itei be blunted. 
In the Kaniani system the willingness 
and die ability of th<' toji uianagcineiit 
to eonstaiitly ixainiiie the nerd for a 
shill in the jiower ba.se can be pin¬ 
pointed as a major laitoi ior die OD 
beeoiTiiiig a living plwnoinenon in tlio 
system. In an industrial organisation, 
the initial thrust of the OD interven¬ 
tion having bad .some ineasuic of siic- 
ei'Ss (improvemnit ol iiiti'i-groiip work¬ 
ing, authentic i oiniiiunieatioii, and rc- 
soliitioi of some long-standing iiitcr- 
jlcrsonal eonlliel), .itteiiipls wcic madi’ 
to extend the liontier of the iirojcel, 
by organising a fiekl-bcadquartcr enn- 
fiontation on the control dimension of 
the inajiagcinent. The Chief Execn- 
tivc, initially k<cn to improve the work 
relations among the units, became most 
reluctant to agree to the second phase 
of the project. He pleaded business 
commitments and for a delay of the 


piojeit. Nodiiiig has since been beard 
on the proposed second phase. 

Lastly, unrealistic cxiiectutions of 
spectacular gains within a short space 
ol time Ironi the target system are 
likely to cause impatience with the OD 
progress and then cause a gradual 
slackening off of ('iithusiasiii. A major 
.system-change piogramme, which en¬ 
compasses a ic-evaluation of attitudes 
and values as reflected in behaviour 
and the rccasliiig of work-systems and 
jiroccsscs, is indeed a long-term project 
— ajiart lioin the basic premise that 
jilanued change is a continuing process. 
WhellKi it is Glacier Metal, or Hor- 
wood Maiiulaeturiiig, or Alcan, or the 
TRW system, the real pay-off lies in 
the loiig-teini effects of the change 
I'fforts. While it is desirable that u 
coiilimious monitoiiiig of eiiects — 
even shoit-tcriii should be under¬ 
taken as an integral iiart ol the OD pro¬ 
ject, a ‘trader aiijiroaeli’ to the OD 
intervention is not the most functional. 

GoHHCNT SlTlA’lT'.Cy Foil OD 
Movisment 

Having acquned some experience, 
we aic now seeking to develop a 
module for OD dispel sum in organised 
activities. This is not to .suggest that 
a iiniver.sal eajisule is under prepara¬ 
tion. Wc want to retain a good 
incasuie of flexibility; and yet some 
degree ol imilormity of approach Is 
eoneeivable, given the state of our ex- 
j>-I li nts’. Some elements of our ap- 
inoaeli enii lie sji.lled out here: 

(I) DevcIojMiirnl ol an OD model 
for leaniim', loi some ol the key 
executive tli-velopinciil program¬ 
mes oigainsed hy the IIMC. The 
Rehaviouial Sciences Gioup offer a 
few key iiiogi.miines, on a repeat 
liasis, loi a variety ol oiganisations. 
Some ol these prograinines are (a) 
Manageilal Daclership and Con- 
lliet Resoliilioii, (b) Organisational 
Design, (e) New I’eispectives in 
liidnstri.il Relations and (d) 
l.,eudcishi|i Development for Trade 
Union .Activists. A major input 
in these programmes is the clement 
ol cxjMiiential leaining from be- 
haviomul manifestations, both for 
the l.iculU aiul the jiaiticipants as 
a collective eiility. The idea is 
that, wc should not only preach 
the message but should devise the 
progrtimnie so that the ‘mes.sagc’ 
acquires ‘iiicaniiig’ tlirough the 
Iiroccss ol model and authentic 
behaviour. These programmes al¬ 
most invariably evoke a genuine 
interest in some of the participants 
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A dream 
today ,, 
a reality 
tomorrow 


Today at Mithapur, young India, conscious of the past, urged 
on by the present, confidently dreams of a glorious 
tomorrow. 

Their immediate dream is of a now complex—massive, self- 
sustaining, long-range and innovative—harnessing the sea, 
the sun and ultimately the atom to banish hunger from their 
land and to generate greater economic self-sufficiency, more 
and more independence. 

There is a beginning but there is no end to the work of 
bringing purposeful prosperity to the people of India. 
Harness the sea, the sun, the atom and from Okhamandal— 
the land of salt—fertility will flow to the entire country. 


TATA CHEMICALS UNITED 
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who wish to pursue. 

(2) The rjext stage is that, whenever 
an interest is shown and initiative 
is taken by a prospective client, 
we plan a one-day or even a half¬ 
day seminar for the top leaders of 
the target system, presenting con¬ 
cepts and cases in order to clarify 
irlcas about OU. Here we also 
s<*ek to retain the flavour of OD 
in a ‘here and now’ learning focus 
by blending process-product orien¬ 
tation in such a manner that the 
intellectual curiosity is met but the 
‘threat’ of an unfreezing process is 
minimised. One clement of this 
seminar is to lead the participants 
to an open-system diagnosis of 
organisational problems, us distinct 
from the issues, with process help 
available from the consultants so 
that there is a ‘mini-expcriciice’ of 
OU in addition to ‘cognitive ex¬ 
posure’ to it. 

(3) Should the response to the ex¬ 

ploratory seminar be encouraging, 
we plan for a scries of dialogues 
between the client and the consul¬ 
tant, so that the dangers and pit- 
falls an' openly explored and 

understood. Both parties avail of 
these opportunities to reach out 

for mutual understanding in t'-rins 

of attitudes, values and prioiities. 
Efforts are made to reach a psy¬ 
chological contract during this 

phase. The doubts of the sceptics 
will have to be confronted during 
this phase. 

PlUOiUllES IN ApPnOACM 70 

OD Thrust 

’The decade of the .seventies has 

shiftetl our etnplikisis with regard to 
the priorities of the OU work. While 
it is imdeniable that all sectors of or¬ 
ganised activities in India deserve to 
be planned for the synergy i-ffect of 
efficiency and humanness, limitations 
of resources and capabilities imply that 
we are in the midst of a reappraisal of 
our OU strategy. To tire extent that 
our ideas have crystallised, they may 
be shared hcn‘; 

(1) Need to shilt our (snphasis on to 
the ‘key impact groups’ for national 
development. 

(a) A must crucial sector seems 
to be the top civil servants 
in the States and the Centre 
who are eontvrned with the 
policy-level decisions and 
higher-level integrative role. 
This cadre includes tlar 
bureaucrats as well as the 
technocrats. Recently, Indira 
Gandhi exhorted the Central 
Government Secretaries to 


work on the plans and pro¬ 
grammes of development as a 
eollretive entity rather than as 
a horde of functionaries, each 
with his own perceptions and 
prioiities. This is no mere ho¬ 
mily, should we c-onsider the 
rcaJilx- that in 1970-71 there 
was .1 .shortfall of Rs 160 
croies in developineut expendi- 
tnic due to the differences 
among ministi ies (Nayar, 
1971). We believe that the 
tecognilion of the problem 
arid its public expression as a 
high national ioiiim is the 
first probh'm-solviiig move¬ 
ment towards resolution. How¬ 
ever. for the pronouncement 
to liecome operative, certain 
action steps are indicated 
whnh the OD intervention 
can liilfil. 

(b) Siinnllaneously, it will be a 
neiess.iry concomitant to ex¬ 
pose the younger set of civil 
s<'iv.mts to the ‘experience’ of 
problem-solving orientation as 
distiiiet from the .shackle of 
lire habitual behaviour. This 
groii]), though boimd by the 
limits set by the higher eche¬ 
lon, LontJnur's to enjoy a mea- 
suie ol autonomy in the use 
of the executive power. Al- 
le.nl) a collaborative effort is 
afoot between us and the 
Inihan Institute ol Public Ad- 
ministialion to launch such a 
piogiainme of OD. 

(c) It IS necessary, we believe, to 
coiiti iitiate our energies on 
such vital industrial sectors as 
steel, heavy eiigiiieeiing, ma- 
ehiiK'-tooIs, hcav> chemicals, 
etc. Here too, we would pre¬ 
fer to converge upon a fi’w 
entm prises before we move on 
to others. The Kainani experi¬ 
ence shows that hurry does 
not p.iv and that stabilisation- 
efforts arc more critical than 
initiation-efforts. 

(d) Using our already popular 
mechanism of the programme 
for the ’I’rade Union activists, 
we would jrieler to cany the 
OD intervention to the virgin 
field ol trade union effective¬ 
ness. 

(e) We would like to help the 
small-scale industry sector, 
paiticularly where concentra¬ 
tion ol such efforts is avail¬ 
able, like an industrial estate. 

(1) We would also progressively 
move on to the field of edu¬ 
cation. particularly secondary 
education. Already, an OD 
project is on in a higher se¬ 
condary school in Bombay. 
Should we find the results en¬ 
couraging, we would like to 
increase our efforts in this 
area ol national development. 

(2) Another major iiiiorily would be to 

ilevole attention to the creation of 

a cadre oi ‘inteinal change agents’ 

throughout the vital sectors of or¬ 


ganised activities. We have listed 
about a do/en names earlier and a 
potential do/en is .at han<l. But for 
the gigantic efforts that are need¬ 
ed, this number is most inadequ¬ 
ate. We have devised, keeping the 
future demand in view, a three- 
phase programme spread over a 
periotl ol one year for the deve¬ 
lopment of internal OD specialists. 
We visualise that, during the 
1970s, India would require at 
least 150 .such specialists and that 
this is an effort which demands 
intei -institutional collaboration. 

This is, indeed, an ambitious project 
but the encouragement for such a pro¬ 
ject has come fiom our limited experi¬ 
mentation within the Behavioural 
Science Cioup. This group in the 
IIMC is highly autonomous within the 
Institute system and there is an equal 
amount of freedom for the faculty 
members within the group. The group 
operates on the basis of collectively 
evolved and shared norms, with no 
sanctioning authority behind them other 
than the moral-normative orientation 
that Etzioni speaks about (Etzioni, 
1904). Faculty members are free to de¬ 
velop their own interests and speciali¬ 
sations, but because of the permissive 
climate that operates with almost a 
total absence of organisational hierar- 
chv, all members ol the group, except 
lor one, h.ive got thi’inselves immersed 
in OD woik. The development of such 
a pieferenee is, by itself, an OD pro¬ 
ject. 

To piovide an illustration: Dhumi 
1’ Sinha, a deilieated student of Anth- 
lopology with wide ficlil cxiierience in 
India, the US. and New Guinea, joined 
the group in 1968. So did Reginald C 
Masearenh.is, whose background is Po¬ 
litical Science and inteu'sts are in tlie 
area of autonomy and control as poli¬ 
tical proces.ses. Both of them volun¬ 
tarily, and giadiially, moved into the 
field of OD, initially us learners in a 
climate ot colleagiieship. In two years, 
through a piocM-ss of rigorous learning 
e.xperience with colleague support, both 
ol them moved into leadership role on 
Ol) initiative, one in a TISCO project 
and the other in the HMT project. 

We believe that tile air of freedom 
along with the cxi.stencc of a group 
culture of openness in giving and re¬ 
ceiving feedback, confionlation on tho 
emotional and the task iffaiies, and 
practice ol ‘helping lelatimiship’ (Ro¬ 
gers, 1961) as a living reality, have all 
converged to make the group an OD 
team which is constantly seeking to 
U'arn and grow. 
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ill aclilitum lo iiiiilual hilp and &iip 
port in indivuliiil (fforts of nsi luli 
and consult nicy, a m.i)oi aid to oiir 
OD effort IS the collective eliniemt;’ 
culture that has lieen < st ihlislu d in the 
Rroiip (sec Table H) 

111 sum, uc 111 III V (lilt till C)U sill 
I'Ry poiii lids will (iir tin fiituic of 
hum III systems I In ri suits IIuiiikIi rn- 
coiiiagmi' III still tiiiifiiiid til I li \v 
easts III iiiiliiliiil iiii; nils itiiiiis Its 
scope SKIMS til 111 III mil wide lliis 
ilso ippe us to li till eliilliiiKi for the 
connin' ell I i(l( s It is inn experience 
tint tile I \( iteiiii III iil p ii tieipatin){ in 

I movmi’ ill nil I III ell iiu'i anil lencw- 
il wliieli ()l) IS IS itself u tome 
liii inn silfiiiiiwil mil self aeliialis i 
liini VVi 111 III se lint sin h an letioii 
piiie'i mimi is inn sine w iv to iicKiti 
thi life els III iinimn in the wiiild iii 

II lilt nil I 
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Indian Entrepreneurship in Historical Perspective 

A Re - interpretation 


Dwijendra Tripathi 

Although, in theory, the entrepreneur as the organiser of the factors of production has been recog¬ 
nised as the central figure in economic development, scholars of Indian economic history have tended to 
ignore this element in their studies. The tendency has been to stress the sociological factors such as 
caste or religion or to blame the policies of the British government for the backwardness of the country. 

The contention of this paper is that this approach, while it provides useful insights, gives a lopsided 
explanation, and that a new line of inquiry would suggest a re-evaluation of the development of Indian 
entrepreneurship. 

Empiricial data points to the fact that cultural and religious forms are re-interpreted in real life 
under the weight of changes in the material environment. I he so-called Hindu value system transformed 
itself to permit the entry of non-business classes into industrial ventures, when the new economic op¬ 
portunities were perceived and grasped by these classes. 

Indeed, if entrepreneurship is the response to the disequilibrium between the perceivable opportu¬ 
nities and their exploitation at any point of time, then a study of the constellation of forces which led to 
the perception of new opportunities by certain sections of society, might yield more satisfactory results. 


IT is now widely recognised that 
entrepreneurial initiative is one of the 
principal elements in the economic 
growth of a society. The entrepreneur, 
as the oigiiiiisei ol the fueturs of pio- 
duction, may be regarded, as the 
central figure in economic develop¬ 
ment.* Scholars of Indian economic 
history, however, have either ignored 
this element in their studies or paid 
very little attention to it. The major 
studies in the field, following the lead 
given by Max Weber, have either 
stressed sociological factors like caste 
and religion to explain the economic 
backwardness of India, or blamed the 
policies of the British goveinment.” 
These approaches, while useful, have 
presented a one-sided picture. 'ITie 
purpose of this paper is not to com¬ 
plete the picture or to come to any 
definitive conclusion, but to emphasise 
the need for a new line of inquiry 
which may suggest a re-evalu.ation of 
the development of Indian entrepre¬ 
neurship. 

The problem of definition presents an 
obvious difficulty in a study of entre¬ 
preneurship. In spile of the growth of 
a vast literature on the subject in the 
past few decades, the concepts of en¬ 
trepreneur and entrepreneurship have 
remained vague and hazy. However, 
major definitional controversies have 
centred around the rise of the corpo¬ 
ration economy in which the figuie of 
an individual entrepreneur is almost 
untraceable. Since such an economy 
hardly existed in the period with 
which We will be dealing, it would do 
to accept for our purpose the classical 
definition which emphasises capacity 
to perceive new economic opportuni¬ 


ties and t.ile .ippiopiiati' action to ex¬ 
ploit them, as the hallmarks of cntie- 
preneurial behaviour. Edwin F Gay’.s 
stress, on the “disruptive innovative 
energy” which breaks the "cake ol 
custom” at a given point in the 
“rhythm of hi.story”, probably still 
constitutes the lowest common deno¬ 
minator in all the definitions.’ 

Occupational immobility in Indi.in 
society was one of the hardest cakes ol 
custom. In the long rhythm of Indian 
history, it would be difficult, without 
intensive research, to spot the piopi- 
tious moments when this cake was 
soft enough to be broken. Whatevei 
little we know of the economic institu¬ 
tions and activities in ancient and 
mediaeval India suggests that the 
occupation.)! division, sanctified by the 
caste system among the Hindus, le- 
mained more or less intact. We do 
not have any substantial evidence to 
suggest any major innovation in the 
field ol agiiculture or any other sectoi 
of the economy. Social and occupa¬ 
tional mobility, which was much easier 
doling the early days, became increas¬ 
ingly difficult. As a result, commeici.il 
activities became a monopoly of the 
Veashya section. There is nothing to 
suggest that members of the other 
three Hindu Varnas -- the Brahmana, 
the Kshatnya and the Shudra — ever 
became interested in trade and com¬ 
merce even when India had extensive 
commercial intercourse with many 
parts of the world, particularly with 
the countries of South-East Asia. 

The beginning of European commei- 
cial enterprise in India in 1600 did 
no', disturb to any substantial degree 
the occupational basis of Indian 


society, nor did it effect any qualitative 
change in the activities of the com¬ 
mercial classes. By all accounts, the 
demand for Indian goods in Europe 
w.is gieat in the 17th century, and the 
exploits of the East Indian companies, 
particiil.nly the English, further aug¬ 
mented these demands. Since the 
demand for European goods in India 
was limited, the balance of trade always 
lemained in favour of India. In spite 
of the restrictions imposed by several 
1 iiioiiean governments against the ex- 
poii of bullion fiom their respective 
coiintiics, these companies had to im- 
poil tre.isures into India to finance 
their operations. The fact that the 
British go\ eminent had to revise its 
customs legulations twice in 20 years 
— once in 1700 and then in 1720 — 
to discouiagc the use of Indian textile 
goods in Britain, testifies to the fact 
that the activities of the Europeans 
■esultcd in net economic gam to 
India, at least up to 1757 when the 
British occupied a part of Bengal.^ 

A large portion of these gains went 
to the meicaiitile classes. The weavers, 
who used to manufacture the textile 
goods in which the Europeans were 
mainly interested, were too poor to 
finance their operations. For capital, 
they depended on the mercantile com¬ 
munities who advanced funds under a 
s.vstcm of contract which precluded 
.ui\ marginal profit accruing to the 
manufacturers. The nieicantilc com¬ 
munities, it appe.iis, used their gains 
to finance their tiaditiunal activities, 
viz, trade and money-lending. More 
empiiic.il studies would be necessary 
to confirm this impression, but we 
have some data which lend support to 
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the view. 

Virji Vora was a 17th century mer¬ 
chant prince of Surat, Gujarat. He 
had enormous liquid capital and dealt 
in goods of various descriptions. His 
mercantile operations were spread far 
and wide. Whenever the English East 
India Company needed loans, it ap¬ 
proached Vora who would gladly ad¬ 
vance funds at exorbitant rates of 
interest. His position in the market 
was unassailable, but there is nothing 
to suggest that the enormous prolils he 
earned weie utilised either for diversi¬ 
fication or manufacturing. Our in¬ 
formation on the House of Malyas of 
Pulicut, in the present State of Tamil 
Nadu, is more limited. But it 
appears that the Malyas, who came 
into prominence a little later, also 
limited themselves to the kind of acti¬ 
vities in which the Surat merchant 
prince was interested. The Jagat 
Seths, who flourished in the early half 
of the 18th century in the eastern part 
of India, depended mainly on money- 
lending and amassed a huge wealth. 
They supported the English in their 
economic and political activities 
and were a decisive factor in the turn 
ol events which gave Bengal to the 
British in 1757. The Seths were the 
collectors of revenue to the Nawab of 
Bengal during the pre-Pla.sscy clays. 
And they lent their support to the 
British piobably without realising that 
the emcigencc of the British as a terri¬ 
torial power would end their mam 
source of profit.'* 

These, and similar, data seem to 
point to the conclusion that the tradi¬ 
tional mercantile classes dominated 
the bii.siiie.ss and eouiineicial activities 
almost till the onset of the 19th cen¬ 
tury, that they introduced no qualita¬ 
tive change in the business practices of 
their forefathers, and that they remain¬ 
ed Wedded to liquidity preference.* 
Also there is no evidence to suggest 
that occupational division, .sanctioned 
by the caste syst ;m, underwent any 
change. 

Max Welter, and later writers follow¬ 
ing his line of reasoning, have explain¬ 
ed this phenomenon by pointing to 
the so-called negative elements in the 
Hindu value system. The Weberian ap¬ 
proach presupposes that (i) there is a 
single system of Hindu values, (ii) that 
this was all-pervasive and influenced 
the beh.iviour and values of the fol¬ 
lowers of other Indian religions includ¬ 
ing Islam, ( 111 ) that the Indian com¬ 
munity internalised these values and 
translated them into day-to-day beha¬ 
viour and (iv) that these values re¬ 
mained immune to, and insulated 


against, external pressure and change.’ 

However, it is difficult to identify a 
single Hindu value system. Hinduism, 
as a matter of fact, is a collective 
name for so many sects and sub-sccts, 
embracing so many beliefs—sometimes 
contradictoiy and sometimes comple- 
mentary--ihat the Hindu value system 
as a frame of reference is neither 
meaningful nor convenient. Expressions 
like ‘spntualism’ and ‘other wordliness’ 
to signify the es.scnee of Hinduism do 
injustice to Hinduism by ignoring the 
materialist content of it (after all, an¬ 
cient scriptures place equal stress on 
dharma, artha, kuma, and moksha), 
and to the othei religions including 
Christianity by implying that they 
lack spiritual values. Again, it is 
doubtful, whether the Hindu influence 
was so powerful and pervasive; even if 
It was, one might at least expect that 
Jain ethics whitli, according to Weber, 
approximated Protestant ethics would 
have instilled annmg the Jains a sp.rit 
of cnterpiise. A study of whether the 
success of the Jain businessmen pre¬ 
ceded or followed their conversion to 
the new faith may throw some light on 
Weber’s interpretation. One thing is 
certain: Jainism, with its stress on 
apangraha (non-attachment), ahirnsa 
(non-violence), aaucya (non-stealing), 
and brahmacharya (desirelcssness for 
.sensuous pleasure), is neither less as¬ 
cetic nor less other-worldly than 
Hinduism. The f.iet that the business 
Ix'haviour of the Jains in India was 
at variance with the essence of their 
faith might indicate that they did not 
practise the values which Jainism stress¬ 
ed. As a matter ol fact, the behaviour 
of businessmen throughout the woild 
justifies the impression that their busi¬ 
ness ethics and values do not neces¬ 
sarily conform to their personal ethics 
or religious values. In most cases there 
IS a contradiction between the business 
ethics and the peisonal ethics of busi¬ 
nessmen.* 

This was certainly true of the medi¬ 
aeval Indian businessmen about whom 
we have data. The ruthle.ss business 
practices of the Jain Virji Vora, Jagat 
Seths, and Hindu Malya, would And 
little support in their religious values. 
The European travellers have testified 
that Indian merchants were as shrewd 
.is the devil, that they possessed m 
plenty bnsiiu's.s aciiiiieii anil jiidgincnt, 
and that they were not inferior in any 
respeet to tbeir Western counterparts 
including the Jews.* Their practices 
and attitudes find sanction neither in 
Hinduism nor in Jainism. Obviously, 
these nien, while clinging to religious 
rituals in their personal lives either 


deviated from the spirit of their faiths 
or interpreted them anew to suit their 
business practices and activities. In 
other words, there was substantial 
difference between the formal expres¬ 
sion of ideas as contained in the scrip¬ 
tures and the practices of these men. 
This may also be true for the rest of 
the society. Thus, ii the behaviour of 
the mercantile coiuniunitie.s was not 
very enli'epreneurial in the modern 
sense, and the non-mercantile commu¬ 
nities did not break the occupational 
barriers as imposed by the caste sys¬ 
tem and sanctified in the scriptures, 
the explanation must lie, not so much 
in the religious and cultural factors, as 
in some other factor, 

Easterbrook’s concept of the ‘cli¬ 
mate of enterprise’ offers a clue to this 
factor.’* Such a climate can be explain¬ 
ed inori- III teniis of the material en¬ 
vironment than in terms of religious 
and cultural factors. Environmental 
changes in a society may force rein¬ 
terpretations and readaptations of ii'- 
ligious and cultural beliefs. This is 
exactly what happened in Japan and in 
Western societies of today, wedded as 
thi'y were to religions which, after all, 
were neither less other-worldly nor 
less spiritualistic than Hinduism. 

Was this material environment in 
pre-1800 India conducive to the giowth 
of entrepreneurial behaviour, or, to 
use Easterbrook’s phrase again, did 
the cinnute foi i-nfi'rprise e.vist'i' 

The lack ol political unity liu.s al¬ 
ways been the bane of Indian history. 
Morris’s phrase, “from chaos to chaos 
in three generations’’, may be a little 
loo strong, but his basic observation 
that, at no time in Indian history, over 
any large region, did political unity 
survive for more than a century or a 
century and a half, is substantially 
correct.” 

Whether the short-lived impel ial 
unities led to any iiualitative and quan¬ 
titative change in eccniomic behaviour, 
is a matter of more intensive research: 
but our present knowledge suggests 
that they did not. For, political unity 
is not enough for entrcpieneurial 
spurt. An effective communications 
system is an obvious prerequisite, and 
India lacked it. The pre-British lulers 
did build some roads, but Ihi-y were 
mainly for military purposes, and 
modes of transport remained primitive 
and slow. Movement of goods and jieo- 
plc was thus never very secure, and 
conditions became worse during the 
later Moghuls, partly as a result of the 
frequent Maratha raids (particularly in 
western and central-south India), and 
the rise of the Pindaris and the 
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Thugs. 

Another disincentive to movement 
was a network of customs barriers. Ac¬ 
cording to Moreland, these barriers— 
chowkies, as they were called—existed 
in 1600 and later. Most likely, they 
existed even earlier. As a result, the 
cost of transportation over a distance 
of 200 or 300 miles doubled the price 
of the commodity. The harassing and 
ct)rrupt practices of the customs autho¬ 
rities added to the trials and tribula¬ 
tions of the situation. 

The existence of innumerable sys¬ 
tems of currency was yet another ad¬ 
verse factor. At the turn of the 19th 
century, there were about 1,000 cur¬ 
rencies in circulation in India—pro¬ 
bably legacies of frequent political 
fragmentation. Some of these depre¬ 
ciated in value every two or three 
year.s and, in the al^sence of any effec¬ 
tive and eleareiit .system of exchange, 
bankers and money-lenders fixed theit 
own arbitrary exchange rates. True, 
there was a system of Hundi, the time 
honoured system of remitting money, 
but this must have offered little pro¬ 
tection against the frequently fluctuat¬ 
ing exchange rates, and certainly in¬ 
volved heavy remittance charges. 

These political and economic fac¬ 
tors led to the development of re¬ 
gional markets--each limited to 200- 
300 miles—and the so-called village 
self-sufficient economy. Both were de¬ 
trimental to the growth of any large- 
scale commercial undertaking. But 
even the regional markets were plagu¬ 
ed by unpredictable and arbitrary in¬ 
terference by the politic.al authorities. 
Since far-flung regions were hard to 
govern from the seat of the imperial 
government, their governors were left 
relatively free in matters of adminis¬ 
tration. Some of these governors, parti¬ 
cularly in the 17th and the 18th cen¬ 
turies, were interested in their own 
commercial enterpri.ses and, on scveial 
occasions in many coastal cities, with¬ 
out any prior notice they monopolised 
for themselves the trade in certain pro¬ 
fitable commodities.’® 

While these factors reduced invest¬ 
ment opportunities, the taxation policy 
affected generation of capital. It is 
difficult to generalise about the Hindu 
taxation structure in the absence of 
more reliable data, but taxation under 
the Moghuls amounted to nearly half 
the produce of the land. A large part 
of the taxes, spent on the palace luxu¬ 
ries, wore lost for productive purprjses. 
Heavy taxation coupled with the low 
yield of Indian agriculture brought 
cultivation to the subsistence level. 
The ability of the community to in¬ 


vest was very low indeed. Accounts 
by foreign travellers depict a grim pic¬ 
ture of tho poverty of the Indian 
masses.’® 

Two moie factors of relatively less 
importance must be mentioned. First, 
the religious system of education which 
prevaiied through the IHOOs emphasis¬ 
ed the importance of a man’s caliing. 
Commenting on Hindu education in 
about 1000 A D, Al-Beruni said that 
the Hindu people kept themselves aloof 
from the outi-r world and were igno¬ 
rant of the arts and sciences of the 
West. The situation was still the .^ame 
800 years later.’® The educational 
system remforced the occupational 
structure as it was sanctified in the 
caste system. Secondly, business was 
held in low esteem in India through¬ 
out the period. Kautilya’s belief that, 
a busino.ssin.iM was a thief but was not 
ealled .so, seemed to have heeorne a 
commonly held view in later years.’* 

The abfwe description of the mate¬ 
rial environment in pre-British India, 
is rather generalised. The state of a 
society ovei such a long span of time 
cannot be compressed in a few para¬ 
graphs anyway, and any generalisation 
about such a complex society as India 
could be misleading. It is quite possi¬ 
ble that intensive researches in regional 
or local history would indicate varia¬ 
tions and It is not suggested that .all 
these factors existed in all parts of 
India or at every single period of his- 
loiy. Allowing for such variations, how¬ 
ever, the conditions described here 
would approximate the picture of the 
clim.ate which conditioned and influ¬ 
enced business behaviour in prc-1800 
India. 

Obviously, the climate was not very 
favourable. It will be agieed Ih.at a 
weak economic infrastructure, like the 
one that prevailed in pre-1800 India, 
was capable of offering little or no 
inducement for a major entrepreneurial 
breakthrough to those who were al¬ 
ready in business. Again, it was not 
tempting enough for non-commercial 
classes to give up their traditional pro¬ 
fessions. Probably, it would be fair to 
say that the business castes under the 
prevailing conditions had pre-empted 
the business opportunities that could 
be perceived. According to McClelland, 
entrepreneurial response, as distinct 
from adventure or gambling, consists 
in moderate risk engendered by a 
combination of achievement motivation 
and expectancy of reward.’* It is the 
low expectancy of reward, more than 
anything else, which explains the busi¬ 
ness behaviour and occupational struc- 
ti'.re in pre-British India. In other 


words, there was a rough equilibrium 
lietween the. perceivable opportunities, 
on one hand, and business behaviour 
and occupational division, on the other. 

In the mean time, however, India’s 
contact with the Western world was 
disturbing this equilibrium, slowly and 
gradually. There were two major fac¬ 
tors: (i) the commercial activities of 
the Europeans in India, particularly the 
British who soon overshadowed the 
others, and (ii) the changes in the 
material environment wrought by Bri¬ 
tish rule. 

European companies for Indian trade 
came to be established after 1600 A D. 
In the beginning, their fields of ope¬ 
ration and their contact with the na¬ 
tive population were limited, and their 
familiarity with the country was slim. 
Lack of purchasing power plagued 
their operations. These conditions na¬ 
turally reduced their ability to have 
any major impact on the behaviour of 
Indian businessmen. The British oc¬ 
cupation of Bengal, however, changed 
the situation. For one thing, it facili¬ 
tated the operations of British free 
merchants, and the entry of the com¬ 
pany’s servants into mercantile activi¬ 
ties. In other words, beginning with 
the Battle of Plassey, business horizons 
of the British expanded with the ex¬ 
pansion of British rule in India. Their 
method.s were dubious, exploitative, and 
arbitrary; but there is no doubt that 
the British displayed greater aggres¬ 
siveness, drive, and imagination in 
their business tactics—perhaps because 
the British environment in which 
they had grown up had endowed them 
with a superior entrepreneurial Initia¬ 
tive. 

Whether the East India Company 
played any innovative role is debatable; 
but the agency houses certainly did. 
These houses were established in the 
presidency cities of Calcutta, Bombay, 
and Madras, during the last decades of 
the 18th century as adjuncts of Bri¬ 
tish firms in London—e.ither by the 
free merchants or by the servants of 
the company who resigned their posi¬ 
tions to engage in agency business. The 
original purpose of these establish¬ 
ments was to facilitate remittances of 
money to England by Englishmen re¬ 
siding in India. But since this in itself 
would yield little profit, the.se houses 
entered trade and commerce, and add¬ 
ed new lines such as European bank¬ 
ing and steam.shipping. The number of 
such houses increased, and their activi¬ 
ties expanded after the East India 
Company lost its monopoly of the In¬ 
dia trade in 1813. In the wake of the 
Industrial Revolution in Britain, the 


M-61 



Review of Management May 1971 


ECONOMIC AND POLITICAL WEEKLY 


agency houses and the free merchants 
opened up new vistas for business by 
indicating that India had vast untap¬ 
ped natural resources waiting for ex¬ 
ploitation. They financed and promoted 
indigo plantations, participated in the 
risky busine.ss of coal mining, establish¬ 
ed leather manufacturing, and at least 
one Englishman wrestled unsuccess¬ 
fully with the impo.ssiblc ta.sk of steel- 
making in Madr.i-s.” 

Admittedly, the demonstration elTect 
alone has limiti-d value for generating 
an cntrcpieneurial .spurt, but the im¬ 
pact of the superior business outlook 
of the foreigners on the Indians must 
be analysed in the context of the mate¬ 
rial changes that were simultaneously 
taking place. Among these, were the 
Ix'ginnings of secular education and 
spread of Western ideas. Although a 
formal declaration introducing English 
education was not made until 1835, 
the process of secularisation had been 
initiated at the end of the IRlh cen¬ 
tury. By 1830, the effecl of the Western 
ideas and new education was noticea¬ 
ble, at least in Bengal. The tight grip 
of religious and traditional idias and 
practices became loose, and dogmas 
and superstitions lost the hold they 
had earlier. In a sense, a new ‘Pro- 
test.int elliie’ began to eineige which 

reflected itself in the establishment of 
the ‘Brahmo-Samai' in the cultural 
field. In the economic field, it en¬ 
couraged the non-commercial classes 
to look at the opportunities for gain 
more .sympathetically and meaning- 
fully.M 

V'iewed in this light, the business 
activities of Dw'arkan.ilh Tagore, a 
Brahman, would appear to lie in the 
logic of history. Tagore had great s.vm- 
pathy for Western idea.s .and culture. 
He welcomed British rule as a great 
blessing. He was a supporter of the 
Brahmo Samaj movement. After the fall 
of the agency hou.ses in Bengal, as a 
result of the depression of 1820. 
Tagore proceeded to fill the vacuum. 
He founded the Carr Tagore Company 
jointly with William Carr, an English¬ 
man, to participate in the same kind 
of activities which had remained in the 
hands of the agency houses. He esta- 
bli.shed a h.oik. .i sle.nnsliip esmtpanv. 
and a colliery, and promoted a host of 
minor ventures. Tagore belonged to 
a big landlord famil.v, and it is po.ssible 
that the permanent settlement, intro- 
ilueed in Bencal chimig the eloMin' cle- 
e.idi-s of the Iblh einitiiry, had an 
proved his financial position and so 
enaliled him to promote his business 

ventures. 

According to Tagore’s biographer. 


Dwarkanath was the first high-castn 
Hindu to enter business.** Another 
member ot the Tagore family, Prasanna 
Kumar Tagore, was one of the Direc¬ 
tors of the Union Bank, and another 
Brahman, Radha Madhab Banerjee, 
also appears on the list. Proper data 
about (wo other businessmen, Ram- 
diil.ll Dev and Muthylal Seal, are not 
available. But one thing is certain: 
between 1834 and 1847, a host of 
partnership ventures were started 
jointly by Bengalis and Englishmen — 
an entirely pew jilicnomenon in Indian 
business life-^of which Carr Tagore, 
Union Bank, Oswald Seal, and Rus- 
tomji Turner, were the more promin¬ 
ent ones. It is also certain that, those 
who participated in these ventures were 
ideologic.illy and culturally close to the 
English—either hv personal contact or 
by education. Probably safe in their 
traditional lines of money-lending and 
trade, the tr.idition.al business classes, 
with little contact with new values, 
refrained from entering the more chal¬ 
lenging fields. The Indo-British part- 
tier.ships di.sappcarcd in 1847 as a re¬ 
sult of misman.igeinent, their but first 
appearance was certainly a break¬ 
through in the Indian entrepreneurial 
pattern.**' 

These paitnerships remaiived confin¬ 
ed to the lines made relatively fami¬ 
liar by the agency houses or free mer- 
clmiits. Then all nude to unfamiliar 
or liskier ventures was one of cau¬ 
tion. Tea plantation is one such inst¬ 
ance. The officials of the English East 
India Company had begun the search 
lor tea pl.ants in the A-ssam hills in 
the 1820s. In the early 1830s, the 
company established tea gardens in 
Assam to demonstrate the capability of 
Tndia to produce tea and with the dc- 
clari d intention that the gardens would 
be handed over to private enterprise 
in due course. In 1837, the company 
was ready to fulfil this promise, but 
Bengali Iiusinessmen felt reluctant to 
t.ike advantage. Dwarkanath Tagore 
and a lew of his associates made some 
attempts to form the Bengal Tea Asso¬ 
ciation, but uncertain about the future 
they gladly stepped aside when some 
Englishmen established the Assam 
Company in 1838 in London to exploit 
the tea resources of Assam. It was 
thus left to the Assam Company, whose 
determination for success survived 
many fru.strations and enormous losses 
for almost 20 j’ears, to estabiisli the 
plantation on a sound footing.-* 
Likewise, coffee plantations and jute 
manufacturing were developed almost 
entirely by British enterprise. 

Not in all cases did the founders of 


British enterprises in India have ac¬ 
cess to sufficient capital. As a matter 
of fact, most of them were people of 
moderate or humble means, and a 
large nunfber of firms which later de¬ 
veloped into huge empires had humble 
beginnings. Their success, however, 
was the result of two major factors: 
fl) the use of superior British techno¬ 
logy, and (2) their managerial skills 
which were reflected in their success 
in floating one enterprise after an¬ 
other by ploughing back profits and 
in co-operation with other ambitious 
individuals.** In the process of doing 
the latter, they developed, if not ori¬ 
ginated, an almost unique system of 
business management—the managing 
agency system.** 

Tims the activiti<'.s ol the British 
<-iitjepri‘ni'iiis in India pointed to in* 
c; casing business opportunitie.s, gave 
the Iridi.nis a lorm of corporate 
management, brought them face-to-face 
with sui>eiior tecliiiology, ajid oontri- 
buti d to tlieir capacity to borrow It by 
ensuiirig thi' availability of personnel 
to handle the new machines. 

Material environment, in the mean 
lime, changed further. During the 19th 
cnitiiry the spread of Western ideas 
and M'ciilarisation of education made 
considerable progress and led India 
lioin the mediaeval t<i modem age.*^ 
I'Ik' eiitieiil and (jnestioning attitude 
toward religion and society, which in 
(he 18'3()s h.ul hioiight new enterpre- 
neiirs to the lore in Bengal, touched the 
western parts of India after 1840, and 
ni.mif<-sted itself in the establishment 
III the ‘I’larthana Samaj’ and, a little 
latei, tile ‘Aiya Samaj’. Both these 
were reformist sects like the Brahmo 
Sam.ij in Bengal. During the same 
pciiml, political unity and .stability was 
more firmly c.stahlishcd, the irksome 
custom harriers were abolislwd, 
seeuiity of inovemient was improved as 
a I ('Stilt ol the curtailinent of the Thugs 
and the Pindaris, and a unified 
cuiieiiey for the entire British dominion 
came into existence. During the latter 
half of the 19th century, the establish¬ 
ment of the post and telegraph system 
and the construction of roads and rail¬ 
ways eoiisideiahly improved transporta¬ 
tion.** The.se change.s served to expand 
the market and, with that, the horizons 
of business. 

Ilowevei, the Bengalis who had 
Inirnl their fingers in early partnerships 
remained cautious and Indians in other 
parts, still inexperienced in industrial 
ventures, refrained from entering those 
fields which the British had mono¬ 
polised — the plantation and extrac- 
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live industries. With large and well- 
developed industries at home, the 
British were probably not interested in 
cotton textile.s and steel and it was in 
these fields that the emerging Indian 
nitrepreneiiriul spirit manifested itself. 

The first eotlon te.xtilo mill, as is 
well known, was esiahlished in 1851 
by a Parsee, Cowajt'e Nanabhoy Davar, 
in the fast developing city of Bombay, 
lie imported machinery and technicians 
from Ijancashire and entrusted manage¬ 
ment to his own managing agency 
firm. Although many in Bombay seem¬ 
ed doubtfn) about the future of 
Davai's v<'ntur<', the Bombay Colton 
.Spinning and Weaving Mill became an 
instant .success, and the p.\tterns under 
which it developed became the model 
ior the establishment and management 
ot new mills. ' In .spite of adverse 
circumstances, opposition from the 
Manchester lobby in Britain, and un¬ 
helpful governmental policies, the 
Indian cotton textile industry made 
enormous progress and was firmly 
established by 1875, primarily in re¬ 
sponse to external demands in eastern 
markets and rising internal consump¬ 
tion of cotton goods. Although otliers 
entered the Bombay cotton textile in¬ 
dustry, the pioneering role was un¬ 
doubtedly played by the Parsecs.®' 

Again, this community played a 
pioneering role in the development of 
iron and steel. J N Tata was attracted 
to the field as early as the last quarter 
of the 19th century, in .spite of the 
failure of many an early effort. How 
Tata was hampered by irksome and 
complicated prospecting laws, how he 
later won the support and encourage¬ 
ment of the British government, how 
he recuriled his technicians and im¬ 
ported his machinery from the United 
States, and how his efforts finally 
fructified in the establishment of Tata 
Iron and Steel in the early years of the 
present century, is well known. Tata, 
by any .standard, was a towering 
entrepreneur whose vision and imagina¬ 
tion, detennination and perseverance, 
and faith and trust in his own ability 
and mission, survived many a frustra¬ 
tion and many a failure.®' 

To attribute Parsc'e entrepnaicurship 
to religion would be misleading; for, the 
pioneer of the Ahinedabad textih- indus¬ 
try, the s<*cond largest in the country, 
was a Brahman — Ranehhodlal 
Chhotalal. Born in Nagar Brahman 
family, who were the first to come 
under the impact of Westeni ideas in 
Gujarat. Banchhodlal wa$ educated in 
Sanskrit, English, and Persian. As a 


civil servant, he came into close con¬ 
tact with Englishmen. A few years be¬ 
fore Davar floated his company in 
Bombay, the possibility of starting a 
mill ill Ahmedubad attracted Hanchhod- 
lal’s attention and he carried on exten¬ 
sive correspondence rvith servcral 
l<!nglishmen and an .American at 
Broach. IIani)H-rcd by the lack of 
capital, how<‘ver, he had to wait for 
more than a decade before he could 
establish his mill company in 1861.®* 
Bechardas Laskariii, who followed 
Ranchhodlal in establishing cotton mills 
in Ahmcdabad, was Kunbi, a land- 
holding connniiiiity. Other non-Vaishya 
Gujaratis who entered modem ind¬ 
ustrial ventnies included N M Tripathi, 
who founded a publishing firm after 
his own name. Jn other parts of India, 
Bajendra Nath Mookerjee, a Brahman, 
played a leading role in promoting 
Martin Burn, which eventually look 
possession oi the iron works of Bengal 
government and later developed Into a 
reiiiitablc engineering firm. In Maha¬ 
rashtra, a few years later, Laxman Rao 
Kirloskar, a Brahman, with technical 
educational background, founded a 
company for the mamifacture of agri¬ 
cultural machines.** 

Not religion but exposure to new 
ideas and values was the common fac¬ 
tor between the Parsces and these 
Hindu entrepreneurs. The Parsees, from 
the very beginning, were close to the 
British as their middlemen. They 
adopted their ways of life and imbibed 
their culture. Business had been their 
traditional occupation, but the contact 
witli the new ideas and new business 
tecliiiiipias led them to appreciate the 
significance oi the changing environ¬ 
ment and emerging opportunitie.',.'® The 
same was true of the Hindu entrepre¬ 
neurs, although business was a new 
experience for them. In mo.st of these 
cases, while moving away from their 
traditional occupation, they retained 
their traditional ways and rituals in 
their personal lives. Neither they nor 
their contemporaries foimd any contra¬ 
diction between their personal faith 
and their occupation.'* 

Educational and environmental fac¬ 
tors may also explain the behaviour of 
the Vaiihyas and the Jainx who lagged 
behind the cntreprcneuiial initiative 
throughout the I9th century. The Jains 
and the Vaishyas of Ahmcdabad and 
Baroda refused to have anything to do 
with the cotton industiy when the 
Brahman pioneer aiiproached them for 
money. The Jains actually entered the 
textile field only after its profitability 
had been established. The Martvaris, 


who had a strong hold on the moliey 
market of Calcutta, leniained confined 
to their trade and inoin'y-lending and 
so was the case with tlu' Chettiers in 
south India." Lute in taking advant¬ 
age of the new educational facilities 
and lute in conning into contact with 
new ideas, thc,sc classes needed greater 
indneeineiits to gru.sp the significance 
ol tlie changing business horizons. It was 
tln' Kirst World War and the conditions 
following it that offered them these in- 
diiei'menfs. The War stopped imports 
ol several essential commodities and 
created huge internal demands. Indian 
industrialists reaped large profits. After 
the War, the govcrniiicnt changed its 
iiee-tiade. policy to oih'r discriminatory 
protection to Indian industries. The 
lurreney situation, which w.is fluid and 
uncertain during tin- closing year of the 
19th cxxitury and the beginning of the 
20th century, heeainc stable at long 
last. The Swadeshi niovemciit gave a 
new uiisurge to the demand for Indian 
goods. All this augured well for indus¬ 
trial ventures and the Vaishyas, the 
Jains, the Marwaris, and the Chettiers, 
with enormous capital at tlieir disposal, 
entered the field with a hang. Some of 
the famous business houses of today, 
the Birlas, the Dalmins, the Coenkas, 
Juggilal Kcinalapati, Walchand Hira- 
chand, really developed during the 
inter-War years. They entered sugar, 
cement, textiles, construction, chemi¬ 
cals, iiewspai>ers and publishing, and a 
host of other fields. Some of these 
later entrepreneurs took greater risks 
than would seem justified during tho.se 
days. Wulchand’s effoits to develop 
shipping in competition with forinid- 
ahle British lines and to estahlisii an 
aiilomoliile industry f.ill in this cate¬ 
gory. Simultaneously, non-Vaishya ven- 
liiies continued to be established. Gu- 
jjiutis of all castes .stnited a ho.st oi 
films, and, far down in the .south, the 
Seshasayees, Brahman by caste, esta¬ 
blished their famous and reputable bu¬ 
siness ol electrical engineering." 

Th<' inlraslruetural changes, and 
more particularly the demands ior indi¬ 
genous proiliicts eieated in the wake of 
the Second Woild War, led to the per- 
ei'ptioii ol new oirportunitics. Con.se- 
ijuently, by the time India attain-d 
freedom, religious inhibitions agaiml 
business activities had been consider¬ 
ably weakened, (he liaeklioiie ol oeeii- 
pational ininiolnlitv h.id heeii broken, 
and the outlook <>1 the so-e.illed liiisi- 
ness coniniiinitii's had liiuudened. India, 
thus, was leady loi a new h’ap loiw'ard 
into entrepreneurship. 

Tile new confidence which Indepcn- 
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excdlence 

tii^ess 

Our philosophy is not new. 

It is perhaps as old aa 
time itself. It’s a dedication 
to perfection. To doing 
the best that can be done. 

And then striving 
to make it better still. 
It’s an endeavour that 
embraces (ivery field of 
our activity. Whether it’s 
textiles, jiitc, plywood, 
dj'es, chemicals 
or petrochemicals. 
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tlence generated, the facilities which 
the national government provided for 
indigenous ventures, and the qualitative 
changes which the planned economy 
brought about gav«: a further push to 
entrepreneurial upsurge. It is note¬ 
worthy that, notwithstanding its bitter 
complaints against the governmental 
policies, the private sector made con¬ 
siderable progress in the year after In¬ 
dependence. While the established bu¬ 
siness groups responded to the new op¬ 
portunities by diversifying their activi¬ 
ties and entering into foreign collabora¬ 
tion to exploit the relatively less iami- 
liar fields, others, till then little inte¬ 
rested in such activities, began to 
make forays into business undertakings 
of diverse nature-.-'” Several restiarch- 
cs related with diiFeii-nt regions of 
India have itidicated that during die 
post-lrccdoni era, entn-preneurial tlass 
transcended, more convincingly than 
ever, the caste and class barriers.’* 

Thus, under the w('ight of the chan¬ 
ges in the material environment, the so- 
ealli-d Hindu value syst m transformi-d 
itself to permit the entry of non-busi¬ 
ness classes into industrial ventmes. 
Hinduism was not, as the Weberian ap¬ 
proach would have us believe, immune 
to external inilucnces, nor had lh<* In- 
ilians internalised its value system to 
such an extent as to withstand the iiros- 
siirc ol profilahlc oiipoitunitics which 
enieiged in thi- wake of material chan¬ 
ges. The rituals lemained intact, hut 
the behaviour chang<-d significantly. 

Thus, the available empirical data 
points to the fallacy of overemphasis 
on the religious and cultuial valui-s 
and social organisation in the study of 
entrepri-neurial develoiitnent in India. 

A rarehil probe into the composition oi 
Indian business and of th«- varied for- 
e(-s wliit-li impinged on decision-making 
at various stages, may lead to a signifi¬ 
cant revision of i-xisting views. These 
forces may consist of an interaction of 
the ever-changing economic, political, 
and social environment on one hand, 
aed pi-r.sonal influences ol caste, family 
affiliation, nature and level of education, 
contact with and impact of the activi¬ 
ties of others on individual deeision- 
inukers, on the other. If eiilrcpren(-nr- 
ship is a response to diseiiuilibiiuin la-- 
tween the perceivable oiiixirlunities and 
their exploitation, a study of the cons¬ 
tellation of forces which led to the per- 
cexition of new opportunities may yield 
more satisfactory results. 
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A management reporting system is essentially a mechanism for monitoring the "mission' of an or¬ 
ganisation. That mission has tisually been defined by a formal plan in terms of three distinct streams: 
the desired organisation structure; the time-phased statement of orf^sational goals; and the critical 
variables for success. 

To the extent that the formal plan is imprecise or inadequate, failing to take into account the 
actuality of the real-life situation, the de facto points of decision-making, and the personnel, the moni¬ 
toring system becomes open-ended and ineffective. Designers of the reporting system must, therefore, 
take into account the impact on it of such constraints. 

A good management reporting system will not make a company successful. It is the people in the 
organisation, not the system, that make for corporate success. Yet, lacking a proper management re¬ 
porting system, management at various levels will have no way of registering their accomplishments in 
relation to targets, or of taking remedial action. 

A related question in the mechanics of designing a management reporting system is the frequency 
and content of report at the various management levels. An answer to this question, too, has to be 
related to the three components of the formal control system, since the nature of the information to be 
provided and its frequency, at each level, must necessarily depend on the control characteristics of each 
level of management. 


A MANAGEMENT reporting system is 
essentially a mechanism for monitoring 
the ‘mission’ of an organisation in terms 
of the objectives set out in the formal 
plan evolved by the organisation. 'The 
previous article in this scries* defined 
the end-products of a formal planning 
system essentially in teiins of three dis¬ 
tinct streams: 

(a) Desired organisational struc¬ 
ture, 

(h) Time-phased statement of orga¬ 
nisational goals and objectives, 
and 

(c) Critical vaiialiles loi success of 
the oi)eratiotis ot the oiganisa- 
tion. 

II the formal planning system fails to 
set out the structuie, the objectives, 
and the variables, with the re<iuircd 
di’grec of precision, tlie linked nioni- 
toring system is bound to be openi’d 
and, for that reason, ineffective. Many 
designers ot management reporting sys¬ 
tems fall into the trap ot emphasi.sing 
the mechanics of reporting, without 
leaiising the impact of these constraints 
on the reporting system arising out ot 
the ioimal plamiing system. 

If the organisational structure has 
been well-defined, the authoiities and 
responsibilities ot the various manage¬ 
rial levels, beginning with the sectional 
heads and going right up to the chair¬ 
man, are delineated with precision 
and clarity. It is dangerous to think of 
such a structure inciely in tenn> of the 
‘boxes’ appearing in the ‘official’ orga¬ 
nisational chart, because iii most real- 


life situations, the explicit authorities 
and responsibi'ilies are at considerable 
variance with the actualities of the si¬ 
tuation because of the operative power 
structure. More specifically, in many 
cases, tlic piocess of decision-making 
takes place at levels higher than those 
set out in the formal organisational 
chart — either due to ineffective dele¬ 
gation or due to unwillingness of mana¬ 
gers to take decisions without obtain¬ 
ing formal or informal approval of su¬ 
periors. Diisini'ss life is replete with 
examples of managing diiectois who de¬ 
cide uixm opcralumal tasks with the 
iniseonccived notion that, unless deci¬ 
sions are controlled at the operational 
level, the dcsiied organisational ii'sults 
would not be uehieved. If is also not 
unusual to find manageis involving in 
their deiision-making suiieriors at seve- 
lal higher levels to hedge their respon¬ 
sibilities because ot tbeir peiceiition of 
managerial actouiitabibty. 

Ideally, the foimal phinning system 
should bleak up the tasks reijiiired to 
achieve the oi ganisutional objectives, 
both short- and long-lerin, and match 
the resulting rnaTiagerial and operation¬ 
al tasks with well-di'fincd responsibi¬ 
lity centres at various levels of man¬ 
agement. Tile managerial and operation¬ 
al tasks have to be analysed in terms of 
the resources necessaiy loi such tusks 
and the desired oiitinils, leading thus to 
the definition ol authoiities and lespon- 
sibilities in relation to each responsibi¬ 
lity centre, and constituting the mosaic 
of organisational structure — starting 


with the sections to the chairman of the 
Board. If the actual responsibility cen¬ 
tres arc different from th<- optimal struc¬ 
ture because ot the managcri.il style 
and values pievailing in the organisa¬ 
tion, it is disastrous to ignoie them 
in the designing of the inanagiment re¬ 
porting system. It the. departmental 
Number Two docs in fact make the de¬ 
cisions and for all practiisd purjioses is 
considered accoimtable for lesults by 
the concerned superior, the perpetua¬ 
tion of the myth set out in the ‘official’ 
organisational ch.iit in providing infor¬ 
mation flow can only lead to ineffecti¬ 
veness in manageinenl lejiditing and, 
ultimately, in the lejeclion of the sys¬ 
tem by all eoiieeined. How should the 
designer of a manngemeiil reporting 
system lesjioiid to the credibility gap 
in such a situation? Even if it leads to 
some duplication, the designer must 
ensure that the ‘effeelive’ manager does 
in fact have access, for puiiioses ol his 
ilecisioii-niakiiig, to the informal ion ge¬ 
nerated in the in.iiiugeineiit lejiorting 
system. The designei must thus adopt 
appropriate iiiocedur<‘s lor transmission 
ot the icpoits. Similarly, if the organi¬ 
sational structure is based on ccntiali - 
ed operation in ical life, llicn, even 
though much noise is made about dele¬ 
gation and decentralisation, the designer 
must refleel the facts ot biisiiT ss life 
ill the design ol the K'poiliiig system. 

If the structuie problem is beset with 
iiicmisistency, the corpoiatc goals and 
objectives in most situations become 
ill-defined and obscure. It is very rarely 
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that oiganiiiations formally define their 
goals uiifl ohjectives with the rigour 
and discipline which organisational 
theorists assume they do. Fewer still 
are companies which define their oh¬ 
jectives formally and translate them in 
terms ot goal and pnniaiv tasks as vi¬ 
sualised hy A K llite- and others. While 
ill ino.st cases theie ( sists thi' vague as¬ 
sumption that niaviiiiisatkm of profit- 
ahility (or geoi'i.itiun oi (‘conomic .sur¬ 
plus) is the ratsoii d'etre of the oigani- 
.sation, the d teiiiiination of the desired 
• luantiun ol piolit in the short run and 
of (irofilaliilils in (he long run as also 
the indices ol giowtli, are lacking in 
most situations. Even where such goals 
are defined in ijiiaiititative terms, the 
uiKleilyiiig a.ssuniptions about corporate 
attitudes towaids iisk-laking and inno¬ 
vation, about the 'distinctive compe¬ 
tence' ot business, about the strengths 
and weaknesses ol the organisation in 
aehieving the di'sired goals, and about 
the values ol the people in the organi¬ 
sation, are not pieiiselj lorniulated or 
lelated to the developineiit of tlic cor- 
poiate goals ,ind objectives. The result, 
in most ca.ses then, is a well-defined 
budget based on ill-dcfiued or, worse 
still, undefined corporate values and 
variables. 

The iinportancs- ot deiining the cri¬ 
tical variables ioi the success of the 
operations, stems Irom the fact that 
maiiageinent rejiorting — as distinct 
from accounting — is concerned with 
inoiiitoring those aspects of the organi¬ 
sation's operations which arc critical to 
its success rather than with comprehen¬ 
sive accountability. It is not unusual to 
find that budgets, which are the bench¬ 
mark for reiiorting, are based on cost 
accounting assumptions which empha¬ 
sise, and focus on, the t'omprehensive- 
ness ol .iccountiiig data and their inte- 
giatiini in terms of profit — ratlier than 
the ecoiioime meusurement of inputs 
and outputs ol operations which sub- 
stantiallv di temime the success of the 
opeialions. in most situations, there- 
loie, the weights lelating to success are 
distributed on a imifonn accounting 
scale — lathei than on a scale of cri¬ 
ticality of the various a.spects of the 
orgaiiisation's ojk'i at ions. 

It might be useliil to siiccifically con- 
.sider why these eonstiamts relating to 
•structure need to be defined with pre¬ 
cision in designing an cHectivc man¬ 
agement reporting system. If the ba.sic 
objective of a management repotting 
system is accepted us monitoring of 
data on accomplishments of tasks at 
various levels, the delineation of the 
resiKinsibility centres in the organlsa- 


tional structure, in ti rms of the tasks to 
l«' accomiilisheil tor purposes of com¬ 
munication, becomes abundantly clear. 
The communicutioii jirocess must be re¬ 
lated to the actual accomplishment in 
lelation to the planned acaimplishment 
and, obviously, tlie managers at the 
lespechve levels would be willing to be 
held .11 eoiiutable loi their accomplish- 
ineiiK only to the estent that the inputs 
and outputs for tlie resi>onsibih'ty cen¬ 
tre, in respect ol which reports have 
been preiiared, ar<- controlled by them, 
linle.ss this dimension of controllability 
is’ specifically taken into account, the re¬ 
sults communicated would be. perceived 
by the managers as unfair in relation 
to their own sitnalion. This is bound to 
be. dysfiiiictioual in terms of the original 
objectives oi coinmiinication ot .iccoiii- 
pli.shiiients in a ii jiorting sy.stcm. It is, 
for this reason, that the determiiiation 
of the approjiriate organisational struc¬ 
ture and delinealiori of authority and 
re.spoiisibility levels assume such criti¬ 
cal importance. 

Another piime objective of a manage¬ 
ment rexiortmg system is to motivate in¬ 
dividual iiianageis to accomplish opti¬ 
mal oiganisutioii.il M'sult.s. Both prac- 
titioiieis of the ail and leading think- 
eis in the management control field, 
have identified the ba.sic cimHiel lie- 
tweeii individual inunageriul objectives 
and the oiganisalionul objectives and 
have considered the resolution of such 
conflicts by the achievement of goal 
congriumee, to the extent feasible, as 
one of the primary determinants ol ef¬ 
fective management control. Hero 
again, if the corporate goals and ob¬ 
jectives are not clearly defined, it would 
be haidly pos'ible to relate these to the 
objectivi's of individual managers for, 
first, determining the e.xtent ol the con¬ 
flict of such oliji-ctives and, finally, ge¬ 
nerating the motivation by designing a 
management coiitiol system which con¬ 
sciously strives loi goal congruence to 
the cxti'iit feasible and ensures that the 
managers act in the best inteiests of the 
organisation when they are acting in 
their own interest. 


Perhaps the most important objectives 
in a management reporting system is 
that there should be prompt reporting 
111 relation to deviations from the desir¬ 
ed benchmark of accomplishoients, so 
that the response-time for remedial ac¬ 
tions is minimal. Since organisational 
activity involves myriad ta.sks, the dia¬ 
gnostic iiroceduie must essentially be 
related to those critical variables which 
substantially determine the success of 
the operations of the organisation. In 
other winds, a management reporting 
system cannot possibly seek to report on 
all the detailerl tasks undertaken at all 
levels, but must focus on those which 
are critical .so that they arc constantly 
highlighted for appropriate remedial ac¬ 
tion whniever deviations are noticed, 
i lo'.v'.'ver, the ability of the iiianagemeiit 
reporting system to do .so depends on 
the aci'urate determination of the criti¬ 
cal variables which determine the suc¬ 
cess of the ojierations of the organisa¬ 
tions. and on their integration in an 
apex leportiiig framework — finally 
leading to monitoring of organisational 
aeeomplishments in terms of jirofitabi- 
lity. return on investment, and growth. 

The Anthony framework for a ma¬ 
nagement control system* (as further 
developed liy John Dcarden and Ri¬ 
chard \'ancil at the Harvard Business 
School) can, theielore, he related to the 
design and stiuctu e of a management 
leportmg system (see Chart 1). 

in ojn'rational terms, the manage¬ 
ment reporting system must provide 
for information which helps the manag- 
i-rs in monitoring the organisational, as 
well as his own, achievements in rela¬ 
tion to the three, following areas: 

(a) Planning of desired end-results 
broken up in teniis of optimal 
standards of economic inputs re¬ 
quired and targeted levels of 
outiuits at various managerial 
levels, 

(b) Decision-making in relation to 
the operations for which the 
manager is accountable, and, 

(c) Measurement of actual accom- 


Chabt 1: Management Repobung Systems — Design and Steuctobe 


Constraints 

Purixise 

Criteria 

Organisational Struc¬ 
ture (Authority and 
Responsibility Levels) 

Communication (Defin¬ 
ing Jobs to be Accom¬ 
plished) 

Managerial Controll¬ 
ability 

Organisational Coals 
and Objectives 

Motivation (to Act in 
the Best Interest of 
the Organisation) 

Goal Congruence between 
Individual and Organi¬ 
sational Objectives 

Economics of the Opera¬ 
tions (Critical Vari¬ 
ables) 

Diagnosis (Identify¬ 
ing Deviations from 
Desired Benchmarks) 

Prompt Reporting for 
Remedial Action on 
Deviations 
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plishments and remedial action 
for meeting any shoitfaDs in de¬ 
sired levels of achievement. 

It is necessary to understand that, 
since organisations arc essentially con¬ 
cerned with ensuring that their opera¬ 
tions are conducted both efficiently (as 


evident in the prodiiclion of required 
goods and seiviees at pre-detennined 
costs and tin ii marketing at economi¬ 
cally remunei.tlive prices) and effective¬ 
ly (ie, with proiliicts or services con¬ 
forming to a pre-determined quality 
svhich would m turn depend on the 
Chart 2 


quality ot inti'iiucdiute pioducts or ser¬ 
vices). Thc\ must, therelorc. clearly 
define for thciiiselvcs the connotations 
ol ‘efficiency’ and ‘effectiveness’ in the 
context of their operalums. There i.s 
agreement among thinkers m the ma- 
nagi-ment control field that, tfficiency 


Nature of the Control 
Process 
_ ( 1 ) 

(a) Management level 


(b) Control objectives 


(c) Nature of managerial 
responsibilities 


(d) Information required 
to be reported 


Strategic Planning 

( 2 ) _ 

Top management composed 
ol the Chairman, Managing 
Director, the membeis of 
the Board, particularly func¬ 
tional directors. 

Determining the long-teim 
and short-term plans for 
achieving organisational ob¬ 
jectives and goals. 

Choosing organi.sational ob¬ 
jectives and determining 
goals; Determining the or¬ 
ganisational structure; Set¬ 
ting up personnel, fin¬ 
ancial, marketing and R and 
D policies; Determination ot 
new product lines as well as 
expanded production of ex¬ 
isting products. 


Primarily external eioii(«nic, 
political and social ini oi illa¬ 
tion relating to matters 
which have direct oi indirect 
bearing either on the future 
operations of the company or 
in relation to the poten¬ 
tial demanded for the pro¬ 
ducts or the services genc- 
lated by the conipaii). 
Intormatioii relating to past 
pertormaucc compaied over 
a relatively long time-.span 
•— sus', 3 to 5 years — and 
prfffeetioiis ol probable eco- 
nomie results in rel.ition to 
diHeieiit strategies. 
Inlorination relating to exist¬ 
ing competition as well as 
projections relating to poten¬ 
tial competition; Analysis of 
economie, social and politi- 
c.il dat.i lot ionuulatioti of 
new oppoiluiiitics and dcler- 
miiiatiou ol ni'w pioduet 
lines. 


Management Control 

_(3)_ 

Managing Director, Func¬ 
tional directois and in large 
organisations, the depart¬ 
mental heads. 

Monitoring achievement of 
organisational goals in ag¬ 
gregate terms. 

Formulating organisational 
budgi'ts in terms ot sales, 
costs and profits as well as 
departmental budgets in 
terms of desired levels of 
economic inputs and out¬ 
puts; Working capital plan¬ 
ning; Formulating decision 
rules for oirerational control; 
Measuring, appiaising and 
improving managerial per¬ 
formance. 

Piimarily internal informa¬ 
tion ii-lating to past perfomi- 
anees — both at organisation¬ 
al and unit levels relating to 
sales, costs and profits or in- 
puts/outputs, for lormulating 
tutuie levels of desiied per¬ 
formance. 

Fin.'mcial iiitoimalion relat¬ 
ing to working capital. 
Olieialional mioimation re¬ 
lating to (piaiititics of sales 
and production at aggregate 
and unit levels. 

Iniormalioii lelating to ac¬ 
tual levels of economic per- 
loimaiice, measuicd in terms 
of icvenucs. costs and pio- 
fits (or margins), both at or¬ 
ganisational niid unit levels 
i-ompaied with hiidgeti-d 
perform an ee. 


Opeiational Control 

_ J4)_ 

Functional directors/depart¬ 
mental heads/section heads. 


Monitoring completion oi 
operational tasks for aeconi- 
plishing orgunisatiniiul goals. 

Scheduling production. Or¬ 
ganising marketing of pro- 
ducLs; Contiolling mventoiy; 
Controlling lesources expen¬ 
ded by way oi manpower, 
machine lucilities, raw mate¬ 
rials and supplies; Control¬ 
ling credit transactions; Mea¬ 
suring, aiipraising and im- 
jnoving unit efficiency. 


Kntirely mteriinl inioiniation 
1 elating to levels of produc¬ 
tion and sales in relation to 
taigefed levels. 

Iiipul-outiJul analysis in terms 
ol resouiees expended in re¬ 
lation to outputs generated. 
Measurements of unit costs, 
total costs . 111(1 profitability. 
Data relating to receivables 
and payables. 


(e) Frequency of 
reporting 


(f) Nature of data and 
source of information 


Relatively loiig-tinie-spaii — 
say, half-yearly. 


J’riiiiarily external economic, 
political and social daU — 
only partially internal data 
— analysis of past results 


Quite iieiiuent — usually, 
monthly 


Primarily internal financial 
data snowing the profits or 
economic siirplii.s generated 
and the return on investment 
and budgeted future finan¬ 
cial results — partly, mar¬ 
keting and production infor¬ 
mation, but generally in 
terms of lol.d sales and pro¬ 
duction and market .snare 
(rather than unit-level out¬ 
puts). 


V’eiy <iei|uent — usually, 
weekly oi ioitiiightly (some¬ 
times even daily — e g. pro¬ 
duction statements), 

Kiitiiely pioduetion .md 
marketing data — siippoil- 
ing cost aeeountiiig d.ita. 
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In relation to ni.inagemtlit conliol h 
properly rtlatnl to output arul iiono- 
inic peilorinaiice, and that these, are 
best incasureel by the follovvitiK inelita- 
tors. 

Meascufs or Fi I ic iFse \ anii 1 hew 
Imik a loiis 

A Output 

(i) Qu intity \ihi(venieiit eif actual 
outjiiil III inti mu ehate and final 
pioiluets inel services in leiation 
to taigeleel output 

(ii) 'Iiinilmiss Time lu ilomiancc as 
iiflictid lis thi ability of the 
oig.uiisalioii ill its units to pro- 
due • thi Roods or service's, both 
at final and iiiti rini diati stage’s, 
at pii-ill ti iiiiiiii el times as lo- 
fli tti d III eli livery seheelules, 
lie 

li r<oiiomt( I'l ifiii iiuiiK ( 

(i) Sails Achii VI nil nt ot actual 
salts votiiiiii II vtiiui and mar- 
ki t shall in 11 Ilium lo Imelgcted 
livils Also till 11 lilt VI inent of 
the ill sin d pitidiie t mix’ and 
‘niaikit nils in Inins of prc-dc- 
temiineil IimIs nl siith mix 
(li) Cost o( pioiliii turn Athicve- 
niinl ol uliiil costs fiii preieluc- 
iiiR inti iriii diati and final goods 
and SCI vie I s ii line with bud¬ 
ge li d si and ml costs 
(ill) Piofil Atiud piofitability achi- 
tsemints in linns of departmen¬ 
tal inugins oi piolits as will as 
oiganisational piofit and letuxn 
on invcstmi nt in iclatiou to pre- 
cliti iiiiintel levels of such per- 
foiinancp 

'Ihi I ffi tlivi III ss ol an organisation 
null ils mills IS lust incasiiicd m terms 
III the iiiiilits o( iiiteiincdiatc as well 
.IS find pioiliiets anil siivicts of tile or- 
ganisilion iiul its subunits The broad 
rncasuiis ol e lb e li\i ni ss and its mdiea- 
lois ate III! lollowiiiR 

Ml AS! Ill III 1 1 I I I MM Nl SS ANO TllUn 
Imiii mous 

Qiiiihtii 

(i) liilmiiil spi I ilie itions Achi- 
I si nil sit ol III lime <il standards 
as loiiipind lo pie de ti mimed 
st mil lids SI I III iisiuet of inter¬ 
im ill iti and III! il siivieis and 
goods gi nil,lied 

(ii) Aeccptunei Itvil ol consumns, 
in.iiki t tiade, Ol 1111111x11X1, to 
whiih till oiganisiition bi longs 
coinnuniits in which it opeiali s, 
ite Secondais indicators of 
acccplantc as re dieted in com¬ 
plaints, inaikct share, employee 


allitiides inoiliictivity, etc. 

It till rifoie follows that the manage¬ 
ment II porting svstem at the various 
levels ol the management must focus 
not only on financial leports setting out 
(lists and other aicounting information 
in lelation to the financial budgets, but 
niiisl also include iion-flnancial mfeir- 
matjoii iilatmg to ichicvement of out¬ 
put and of ejualits performance Most 
niinagiinint icijoitiiig systems fail to 
do this as till V louis only on the eco¬ 
nomic peilorm.'inei hy providing for 
iccoimtmg data which seeks to mea- 
siuc financial pcibiimance without pay¬ 
ing conscious atlinbon to output and 
f|ualits pe itorin mil s which are intx- 
tiicalilv linked \mI 1 i the economic per- 
foimanti Peihifis this allergy to re¬ 
porting non fimni I il inlormation can he 
asciihid to the I ii I that, most mana¬ 
gement lepoiting systems are adminis 
tercel oi manned by accountants and 
finanti.il inin yvho uc unfamiliar with 
colicetion stoi igi iitrieval, and analy¬ 
sis of non-ipi intit itivc data iclating to 
output .mil I/ll ilite peifoimancc, which 
aic usually gcni i iteel m the produc 
lion .ind maiketmg elipartmcnts 

A re Kill el i|iiislioii m the miehaniis 
111 ell igning i in in igcment reporting 
svstim IS till Impiiniy and contint of 
le/ioit at vauoiis iminagement itvils 
One e.innot attini/it to answer this 
(piestiiin without p lying conscious at 
tuition to til thill components ot the 
ni.niagi nil III conliol pioiess, since the 
natiiii ol till mliiini itiiin to hi jiiovidi d 
ind till lii(|ii(ni\ ol icpoitmg to lach 
Icyi I iiiiisl 111 11 ssaiily depend on the 


cimtiol characteiistics of each level of 
manage ment 

A broad summaiy ot the control 
charactciistics of different levels would 
be as shiiyyn in Chart 2 . 

A good management reporting system 
will not make a company successful. It 
IS the people m the organisation, and 
not the svstem, that makes for corpo¬ 
rate Slice ss However, having no pro- 
pi I management re]iorting system, or 
having a dy sfunctioiial system, will create 
impi dinii nts to success even m the best 
situation In such situations, manage¬ 
ment at y,uious levels will have no way 
ol monitoring thtir accomplishments in 
ti rms of prt dctciminecl targets of de- 
siieil piifoimanii or of taking remedial 
action fill meeting shortfalls In design¬ 
ing a m magi mint repotting system, 
thi rcfiui, conscious attention must be 
paid lo till tliri c aspects relating to the 
loiitiol pioctss — the organisational 

striirtuic the corpoiate goals and ob- 
jictivis md the critical variables for 

success — .ind these considerations 

niiisf 1 ) 11 111 till] in the system An ef- 
li ctivi uporting system must, there- 

foK constanllv gem rate, both at the 
01 gains ifioinl and unit livcls, informa¬ 
tion on I ciniomit pt lionn.iiicc as well 
as on (juility .incl output pcifontnance 
111 turns 1)1 thi icsoiiices and outputs 
contiollul hv till maiuigiis concerned 

In till 1 ist and concluding, aiticle 
wt shall lyinniu hiisv tin effectiveness 
of a 111 in igiiiiuit iipoiting system is 
best nil isiiiiil mil how snih measure- 
imnts laii In ol help in debugging’ 
systems 
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Scale, Gestation and Durability 

An Aspect of Project Selection 

Ranjit K San 

As early as in 1959, Kalecki and Rakowski of Poland came up with the proposition that the con¬ 
struction of more long-lived plants in an economy growing at a rapid rate is much less attractive and 
less economically justified than it is in a stagnant economy. Recently Amit Bhaduri has brought into a 
sharper focus the nature of the trade-off between the advantages of long life of a project and the corres¬ 
ponding disadvantages of long gestation period; and he has reiterated the above paradox. 

In this paper, we simply take into account, in addition, the effect of economies of scale also and, 
as is expected, we find that the paradox still holds. 


ECONOMIES of scale are an establish¬ 
ed fact in many branches of industry 
and agriculture. As such it is commonly 
held that if the demand for a commo¬ 
dity is rising at a fast rate, relatively 
large-scale plants should be built to 
take advantage of such economies. 

Large-scale plants, however, are 
likely to have a long construction period 
and. of course, correspondingly a long 
technical life. There are, therefore, ad¬ 
vantages as well as disadvantages of 
such projects, and hence there is a scope 
lor economic choice. 

Pursuing a somewhat similar line of 
reasoning under certain simplifying 
assumptions, Kalecki and Rakowski of 
Poland, as early as 1959, came up with 
thr* following proposition • the construc- 
tion of more loiig-Uved plants in an 
economy itmuHiig at a rapid rate is much 
less attractive and less economically 
fiistified than it is in a stagnant eco¬ 
nomy.'' Recently Bhaduri in an interest¬ 
ing papei‘ has brought into a shaiper 
focus the nature of the trade-oflF be¬ 
tween the advantages of long life of a 
project and the corresponding disad¬ 
vantages of long gestation period; and 
he has reiterated the above paradox. 
In this paper, we simply, in addition, 
take into account the effect of economics 
of scale also, and, as is expected, we 
find that the paradox still holds. 

1 

Ijet the demand for a commodity be 
growing exponentially at the rate r. 

0(0 = Ae« .. (1) 

Where Q is quantity, A a given con¬ 
stant, a. id t time. Now in order to meet 
this demand, investment has to be made 
at everv point of time. One component 
of investment is for replacing those 
plants whose technical life is going to 
expire; and the other component of in¬ 
vestment is for building additional 
capacity to match the incremental de¬ 
mand. 


The set Olid component of investment, 
denoted bs M, is given by : 

V. M (t — (1) = d 0(t)Alt 

or M (t — 0) = rAe«/x .. (2) 

where Q *■> •'>(■ gestation lag, asid x the 
output-cajiital ratio. We know that : 

K.(t-0)-L(t 0) + M(t-0) .. (3) 
where K is total investment, L and M 
being the two components of K respec- 
tiveK Now 

L (t - fj) - K (t - n — 0) .. (4) 

In othei word', the replacement invest- 
iiieiit in time t — (j is equal to the 
total mvc-stinent as ot time t — n — {), 
when- II IS the technical life of the 
plants Theieiore, 

L(t fO-L(t-n-0)-fM(t n-O) 

.. ( 5 ) 

.Similailv, L (t - n —0) - L (t— 2n -0} 
M ( t - 2n 0) .. (6) 

Oi 111 general, 

L (t—jn—0) = L[t—(j ' l)n—0] 

I M [t—(j I t)n—rt] .. (7) 

j=0, I, 2,. 

Hence. 

K (t-0) = X M(t -jn -0) 

j-0 

(approximately) . . (8) 

Or. K( t—0 ) = rAe^' ( I ) 

-2m ^ ^_Jm ^ 

Or, K (t 0 ) 

--rAe”/( 1 c ™)x (9) 

Similarly. 

K(t)-rAe'<‘' ®V<1- e"" ) x 

(10) 

This equation gives the required capital 
expenditure at time t, the output-capital 
latio being given by x. 

II 

There are evidence to the effect that 


the investment exist of plants in a num- 
Ihi ot pioc-ess mdiistnes such as chemi- 
c.'il, jjetioleum and piimary metals fol¬ 
lows the so-called ‘six-tenths rule’. That 
1 , it I denotes investment cost and q 
the c.ipacitx output ot the- plant, then. 

I - aq*" ( 0 < b < 1 ) .. (II) 
wheie I) = 0(i This is a finding of 
f'liilton ’ allcT an extensive analysis of 
(I It, I lel.itiiig to vaiiuus plants abroad. 
M.uiiic* leporls that similar economies 
ol scale exist in India as well, and he 
lias computed the folloxsing values for 
the co-e(ficicnt h- aluminium plant 
t) 77 I aiistie soda 0 77, cx»ment 0.08, 
iiapllia-husecl Icitilisc'i 0.79, and coal- 
li.ised Icitilisei 0 03 In an illustrative 
i\c‘icise below we shall take b to lie 
0 70 

Now giv n the plant-size as indicat- 
til li\ (|. till output-capital ratio x 
woiks out to be as follows 

X - q/i q' *’/a (12) 

111 view 1)1 (10) and (12), 

K(t) aiq^-'Ac'*' 

d-e-") (13) 

\iicl till imiiibei ol plants*,' to be 
constructed in time t is given by K(t)/q. 

In oiclei to fully understand the im¬ 
plications ol (13), consider two alter¬ 
native plant sizes ((j and q^, where 
ili>-iK, concspondingly and 

Let F stand for the ratio lie- 
tweeri the two investment costs respec- 
tixelv at time t. 

r - K, ( t )/K, ( I ) 

Or, F - ( q,/q, )‘ ” ‘^ ( ) 

{ (i_e-^"*)/(l } 

.. (14) 

Clearly, if F < 1, plant-size 1 is prefer¬ 
able to plant-size 2, and tlce versa if 
F> 1. In (14), the first term reflects 
the effec-t ol economies of scale, tlie 
second tciin that of gestation lag, and 
the thud term that of durability of the 
plant 
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Tabi^e 1® 


nata : 

qi = 1000 


Of = e 

ni = 20 


b = 0.7 


= 

800 


fh = 5 

3 

II 

ZJK 

1 

— b = 0.3 

r 

0.00 


0.03 

0.05 

0.07 

0.10 

0.15 

F 

0.70 


1.04 

1.20 

1.35 

1.50 

2.02 





Table 2® 



r = 0.05 

No 

I’l.lllt 

Size 

Gestation Durability Relative 


Relative 


*J 


n 

Cost 


Cost 






F* 


F* 

1 

1000 


6 

20 

F „ = 100 

F 

11 = 

1, = 1-2® 

2 

800 


5 

15 

F „ = 1.20 

F 

.3 

500 


4 

14 

F „ = 1.12 

F 

.3 = 134 

4 

250 


2 

10 

F 31 = 131 

F 

14 = Fse 

.5 

100 


1 

5 

F = 0.78 

F 

IS = 1-75 

• Note 

that F,, «= 

F|k. 

*^ki 

('. i. k = 1 . 

2, 3. 4, 5) where F 

ij 

i the ratio of 

costs 

of plants 

i and 

j as 

per equation (14). 






Table 3 




Industry 



Plant 

Size ('000 

tons/year) 


Percentage 



4th 

Plan 

Proposals Mamie—Optimal 


cost 

Difference 

Alumiiiiiiin 



30 


150 


20 

Caiistif' soda 


2-35 


50-150 


18 

Cement 



200 


400 


15 


Si»urrc;. Miiniif, o;t ctt. p 142. 

One t)l tli<' intcrcstiiif; aspects of (14) 
IS that, olliei fhiiiKS reiriaininK the same, 
il I is aliove a eeitain critical value, 
then K>. 1 and hence the .smallei 
|ilanl-si/c IS more economical. That is. 
irficii the demand is Hxinn at a relali- 
I chj fast rate, the .smaller plant is opti¬ 
mal.’' This point is ilhi.strated in Tahh^ 1. 

II demaiid is stuKuant, t = 0, the 
capital cost of the larRei plant per unit 
ol time is dO pci cent less than that of 
the sinallci plant; hut if demand grows 
at th" late ol d pel cent, the former 
Hist is 4 piT cent more than the latter. 
Anri as r rises, the compaiative advant¬ 
age Ilf the smallei [ihmt rises too. At 
I — O.l.'r, indeed the cost of the .smaller 
plant per unit of time is only one half 
of that of the higger plant. 

Now suppose that r = 0.05. Consider 
live alternative plant size.s as given in 
I'ahlc 2 The la.st column of this Tahle 
slums that, with plant 1 (whose capa- 
eil> output is 1000 units) as the point 
ol relereiiee, io-ellieient F is highest for 
plant 4. that is, the capita! cost is 
minimum with plant 4, Clearly, the 
cnst-iiirve seems to he tl-shaped with 
legaid to the plant size i) in Table 2. 

For alternative values of r, corres¬ 
pondingly txilnimis of F can be comput¬ 
ed similar to the last column in Table 2. 
.so that a csimplete matrix is formeAl. 
Now given any specific value of r, the 


optimal plant size would he determined 
h\ the cohiinn-inaximum F. 

Ill 

III a discussion about plant size, none 
should l.iil to lake special note of the 
higliK interesting work of Manne and 
his colleagues. Manne finds that in three 
ol the four industiies studied, there is a 
Mihstanti'.il discrepancy between the 
plant sizes and costs that emerge from 
his moiU'l anil the actual proposals be¬ 
ing considered tor the then Fourth Plan. 
•Aciordiiig to his computations the diffe- 
leiiee in co.sts affected by plant .size 
iiptinnsation alone might range from 1-5 
to 20 pi'i cent"’ as shown in Tahle !i. 

Thus the plant size recommended by 
Manne is twice the size proposed in 
the Fourth I'lan for cement industry; 
live tinu's in the case of aluminium; 
and even inoie than five times in the 
case of caustic soda. Presumably there 
would be substantial differences in 
t.ims III construction period as well 
as ilurabilit>’ of the plants. Now in view 
ol the Kaiccki-Rakowski paradox as 
esteiidi'd here so as to incorporate the 
effeet of economics of scale, one may 
siuipN wonder whether Mamie's results 
aie sensitive in this respect, specially 
because while his recommendation os 
such involves a large expansion in plant- 
size. it yields a relatively modest amount 


ol gain, percentagewise, in the form of 
cost-savings. •' 

Notes 

1 Se<- M Rakowski (ed), "EfiBdency 
of Investment in a Socialist Eco¬ 
nomy" (Oxford: Pergamon Press, 
1966), p 129. The result was 
initially published in M Kaleckl 
and M Rakowski, “Generalisation 
ol the Formula for ElfiSciency of 
Investment", Gospodarka Planotva 
(No 11, 19591; see also M Kalecki 
anil M Rakowski, “Generalised 
Formula of the EflSciency of In¬ 
vestment” in A Nove and A Zau- 
berrnan (ed), “Studies on the 
Theory of Reproduction and Prices: 
Problems of Economic Theory and 
Piacticc in Poland” (Warsaw: 
i’olish Scientific Publishers, 1964). 
Charles Bettelheim has discussed 
this problem in his Studies in the 
Theory of Planning (Bombay; 
.Asia Publishing House, 1959), 
pp 149-.59. 

Interestingly enough, the year 
prior to 19.5fl marked the begin¬ 
ning ol the period of “walking on 
two legs” 111 China yvhere also 
this issue had been debated at that 
lime. There arc, of course, many 
dimensions to this prohlem as indi¬ 
cated by the following t)uotation. 
"This general principle [of em¬ 
phasis on ‘large basic construction 
units’] was first questioned in 1957 
by economists Iroth within and out¬ 
side the planning commission [in 
China]. Thijy were against the so- 
called 'gigantism' in industrialisa¬ 
tion, and advocated that, for seve- 
lal reasons, more attention be 
given to small factories. First, due 
to the generally .shorter period of 
gestation, new projects of a small 
siza- could be put into operation 
quickly. Second, small factories 
usually have relatively low capi¬ 
tal-output ratios, making them 
suitable for the economic condi¬ 
tions ill Chinn, which is short of 
capital but abundant in labour. 
Third, a large part of the equip¬ 
ment needed for small plants can 
be manufactured domestically. Thus 
the new technological policy could 
ease the pressure on foreign ex¬ 
change. Fourth, small plants, when 
dispersed geographically can make 
use of local resources, and supply 
local markets; consequently, the 
burden on the transportation sys- 
t;_m can lx- greatly relieved.” Kang 
Chao, “Policies and Performance in 
Industry” in A Eckstein, W Galen- 
son and T C Liu, “Economic 
Trends in Communist China”, (Chi¬ 
cago; Aldine Publishing Co, 1968), 
pp 570-71. 

2 Amit Bhaduri, “An Aspect of Pro¬ 
ject-Selection : Durability os Con¬ 
struction-Period”, Economic Journal 
(1968), pp .344-48. 

■3 C 11 Chilton, “‘SixrTenths Factor* 
Applied to Complete Plant Costs”, 
Chemical Engineering (April 1950). 
reprinted in H Chilton (ed), “Cost 
Engineering in the Process Indus- 
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tries”, (New York: McGraw-Hill, 
1960). 

4 Alan S Maniic (ed) “Investments 
for Capacity Expansion: Size, Lo¬ 
cation, and Time-Phasing" (Cam- 
hridge. Mass, MIT Press, 1967). 

5 It may be noted here that the in¬ 
vestment cost i as defined by Man- 
ne, for instance, includes also la¬ 
bour costs required for the construc¬ 
tion of a plant. Hence it is by no 
means an index of the labour-capi¬ 
tal ratio in the usual sense. 

6 This number, therefore, is not ne- 
c'cssarily an integer always. We 
are assuming, for mathematical con¬ 
venience, that the construction of a 
plant is divisible. This raises a 
consist'-ncy problem; but let us as¬ 
sume it away in order to get at 
the heart of the basic principle — 
without much complications. 

7 As mentioned above, plant-size q. 


gestation lag (}, and the technical 
lile n aic interrelated. Let 0 — 
t(q) with I’ (q) >-0, and n = h (()) 
= h rf((l)l=g(q) with g'(q) >0. 
Then the optimum plant-size can be 
computed by minimising K(t) of 
(13) with icference to q. Obvious¬ 
ly, here the optimisation is Ireing 
done in terms of construction costs 
of plants only, without regard to 
operating and maintenance costs. 
Tne rationale for this method is 
that the latter costs are typically 
proportional to the output at each 
plant. See Manne, op cit, specially 
p 39. 

8 This conclusion can be rigorously 
proved by an analysis similar to 
that of Bhaduri, op cit, pp 345-47. 
However, it should be carefully 
noted that formally there is a basic 
difference between his model and 
ours. 


9 Thanks arc due to Nagi Reddy who 
helped me in computing Tables 1 
and 2. 

10 Manne, op cit, pp 141-42. 

11 The Manne model takes an arith¬ 
metic growth of deinnnd. With the 
base-year 1955-56, the demand for 
aluminium grows at the constant 
rate of 30 thousand tons per year 
relative to the base-year demand ol 
70 thousand tons. For caustic soda 
the annual growth rate is 58.6 thon- 
sjiid tuns on the base-year demand 
of 324 thousand tons; lor cement 
the incremental demand is 1,734 
thousand tons per year as com- 
paied to the demand in 1965-66 to 
the tune of 13,752 thousand tons. 
This is equivalent to an exponen¬ 
tial giowth rate ot 23 per c<-nt lor 
aluininium, 14 per cent lor caustic 
soda, and 10 per c-ent tor cement. 
Thi'se arc no small growth rates in¬ 
deed. 


Performance Appraisal in Banks 


Kalyan Baner|i 


With the swift expansion in the number of hranzhes and the new functions assigned to them, banks 
are beginning to feel a new pressure on their organisational abilities. 

In the organisational planning to fulfil their new role, banks could with benefit practise manage¬ 
ment Development. This concerns the processes of recruitment, placement, training, promotion and ap¬ 
praisal, in order to ensure that the right number of staff with the right capacities are available at the 
right time and for the right places. 

In that effort, appraisal is a key factor. This paper, therefore, examines the inadequacies of the 
present appraisal practices and presents an alternative approach and system based on Management by 


Objectives. 

WITHOUT any formal efforts at 
Management Development banks have, 
until recent times, beeii able to obtain 
a reasonable supply of officers to till 
new positions. Now, with ihe swift 
expansion in branches and the new 
functions assigned to them, banks are 
feeling increasing pressure on their 
organisational ability. Management 
Development relates to the process of 
organisational planning, recruitment, 
placement, training, promotion, and ap¬ 
praisal, which ensure that the right 
number of staff with the right capaci¬ 
ties are available at the right time and 
for the right places. In this integrated 
process, appraisal is a key factor. If 
the appraisal system is undiscerning, 
time can be lost and opportunity 
delayed in injecting the right ex¬ 
perience and the right information to 
close the gap between what should be 
and what is. This paper examines the 
inadequacies of the current appraisal 
practices in banks and presents an 
alternative approach based on Manage¬ 
ment by Objectives. 


I 

Bases of Appraisal 

Formal appraisal reports on staff are 
of recent origin in banks. When banks 
wore small in size, decisions on salary 
and placement were made on the basis 
of personal knowledge and were cent¬ 
ralised. These decisions continue to 
remain centralised, notwithstanding 
dispersion of branches and staff. The 
geographical spread of branches meant 
that the executive who decided the 
salary increases and placement had 
very limited personal knowledge of the 
personnel on whom he made decisions. 
He had to rely on appraisal reports. 
With the rapid expansion of branches 
and staff, since it was no longer pos¬ 
sible to renwiJiber either the names or 
the faces of staff members, resort had 
to be made to recording of judgments 
on the staff in the form of annual ap¬ 
praisal reports. 

A researcher in appraisal practices 
would be surprised at the form and 


content of the reports on the basis of 
which salary decisions were made, in 
the past by banks. Reports were 
.sketchy, and limited to a few persona¬ 
lity traits like ability to work hard, 
obedience, sincerity. Rating of a staff 
member in these traits was frequently 
‘high’ or ‘low’ because the rater knew 
the individual to be high or low in 
some specific trait. Elaborate appraisal 
forms, heavily loaded with assessment 
of personality traits, marked the 
.second phase of development of ap¬ 
praisal practice in banks. 

Appraisal on the basis of ‘personality 
traits’ necessarily involves subjective 
judgments. Personality traits such as 
initiative, enthusiasm, loyalty, ability 
to get on with people, carry connota¬ 
tions as varied as there are people 
making the judgments. This approach 
suffers not only from vagueness but 
also from arbitrariness. Assessments 
are generally made on the basis of im¬ 
pressions and feelings and are the re¬ 
sults of unanalysed previous experi¬ 
ence. It amounts to ‘playing God’ 
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Key Result Areas, Key Tasks and Performance Standards 


Table ; Management Guide 


Performance Standards (conditions 

which exist when each key task is 

well done) 

(a) all branch officers accept ac¬ 
countability to their superiors 
and understand the organisa¬ 
tion of the branch. 

(b) all branch officers are aware of 
their own duties and those of 
their subordinates. 

(a) Growth in total of new custo¬ 
mers (current and deposit) to 
increase from 350 in half year 
December 1970 to 800 in half 
year to June 1971. 

(b) number of customers lost to 
reduce from 50 in half year 
December 1970 to 20 in half 
year June 1971. 

(a) Staff performance is not adver¬ 
sely affected by lack of training. 

(b) all clerical staff are fully train¬ 
ed in at least two jobs within 
6 months of joining branch. 


How performance is 
measured (i e, control 
document) 

(a) Management Guides 
and Review meetings. 


(b) 


• do ■ 


Monthly summary from 
accounts opened and 
closed book. 


Review meetings. 
Review meetings. 


Description of key result areas and 
key tasks (key tasks describe the 
action context of each key result 
area) 

1 ORGANISING: 
to ensure that all branch officers 
fully understand and accept the or¬ 
ganisation structure of the branch. 


2 BUSINESS DEVELOPMENT: 

to maintain a continuous search for 
new deposits compatible with Bank 
Policy. 


3 TRAINING: 

(a) to identify the training needs 
of all brunch staff and to en¬ 
sure that such training is pro¬ 
vided. 

(b) to ensure duties are rotated 
within the branch. 

LOCATION: 

MANSOIIAVAK, GAUHATI 

on the part of the appraiser.' The 
subjective character of the appraisal 
system in banks has undermined the 
acceptabiltty of salary and placement 
decisions. Performance appraisal had 
become a method used by management 
to discipline employees. Ratings were 
used to withhold salary rises. 

Protection of bank staff against arbi¬ 
trary treatment developed with the 
growth of unions in banks. The area 
of management freedom in respect of 
clerical and subordinate cadres has al¬ 
ready been narrowed down consider¬ 
ably," and the link between perform¬ 
ance appr.'iisal of clerical staff and their 
salaries has been snapped. In recent 
years, officers have united in order to 
bargain collectively. In fact, the rp- 
praisal of an officer has limited in- 
fltirnce on his salary, and the current 
appraisal system has been used for 
granting increases in salaries. Presum¬ 
ably, the current appraisal system 
continues to influence management 
decisions on transfers and promotion. 
Yet, practising bankers are only too 
aware that sudh decisions are seldom 
based on ‘appraisals’. Indeed, the 
need for an objective appraisal system 
was limited when management in 
banks was concerned with ‘direction* 
of people rather than with ‘develop¬ 
ment’ of people. The sudden need for 


DEPARTMENT; JOB TITLE: 
MANAGEMENT AGENT 

officers to man new branches and 611 
new management positions has high¬ 
lighted the absence of Management 
Development in banks in the past.’ 

The ‘traits approach’ is ill-suited to 
act a.s a basis for training. Intrinsically 
it hardly favours the idea of ‘training’, 
and instead encourages concentration 
on ‘selection’. A traits-based appraisal 
system may identify integrity as an 
area of weakness in an individual. A 
comment to the effect that an officer 
lacks integrity may do more damage 
than good to the individual. Research 
has indicated that those who have at¬ 
tempted self-development based on 
the traits approach have abandoned it 
— either in despair because they have 
not attained the desired qualities, or 
in pride because they believe they 
have. 

It is necessary, therefore, to design 
a system of appraisal which will be a 
movement away from comments on 
personality traits and mean closer 
adherence to the principle of perform¬ 
ance on the job. Instead of appraising 
the man the endeavour needs to be to 
appraise the man on the job. The ob¬ 
jectives of ruch an appraisal system 
will be to clarify responsilMlity for re¬ 
sults; to identify potential managers; 
to indicate areas of weakness and 
strength in individuals so as to serve 


JOB REFERENCE NUMBER: 

MMG 213 

as a guide for the bank’s training and 
placement policies; and to provide an 
updated inventory of personnel. 

II 

Assessing Performance 

it is not possible to prejudge the 
capacity of individuals with any cer¬ 
tainty. Of critical importance, there¬ 
fore, is the need to judge their on-the- 
job performance. An officer’s past and 
present performance can be a reliable 
measure' to his future performance. 
The ability of management to judge an 
individual’s performance objectively is 
basic to the continuing success of 
banks in locating persons with poten¬ 
tial and in providing developmental 
opportunities. 

Can we judge performance of in¬ 
dividuals in banlu in an objective 
manner? Time and again, bankers 
have argued before labour tribunals 
that in a service industry like banking, 
performance of individuals cannot be 
measured. And yet, it has also been 
argued that staff productivity in the 
banks has been falling. These two 
stands are not recondlable. The 
Sastry award maintained: "In the 
banking industry, it is very difficult to 
6x standards of work 4>y means of time 
and motion studies'*.* Nevertiietess it 
stated: "Even so, pirodnetivity of 
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labour, measurable or not, is the chief 
source of income to the firm”.* 

Undoubtedly, there are enormous 
protdems in the measurement of white- 
collar productivity; but it could be 
done if an officer is judged by results 
and not by the mere activity in which 
he engages himself. This is made pos¬ 
sible by Management by Objectives 
(MBO) which has been described as a 
system which integrates the company’s 
need to clarify and achieve profit and 
growth goals with the officer’s need to 
contribute and develop himself.* 

In such a system, a bank begins 
with a statement of its goals. This 
permits the definition of the functions 
which it must perform to meet these 
aims and of the organisational struc¬ 
ture required to perform them. Major 
objectives, relating to a specified 
period of time, are then determined 
for the bank as a whole and for its 
regions and branches; these can be 
then subdivided into a hierarchy of 
sub-objectives for each region, branch, 
department, and individuals. 

Bank objectives and individual ob¬ 
jectives are integrated through Manage¬ 
ment Guides. A Management Guide is 
a record of priority objectives and of 
the means by which the achievement 
of these objectives can be measured, 
in such a way that the officer is com¬ 
mitted to taking the necessary action. 
It has three major features. First, it 
lists the results that the job holder is 
required to achieve, which are agreed 
mutually between him and his superior 
as having a major impact on job per¬ 
formance. These are Key Result 
areas. Second, corresponding to each 
Key Result area are Key Tasks which 
are priority tasks identified to facili¬ 
tate achievement of the Key Result 
areas. Third, performance standards 
relating to each Key Result area are 
also _ agreed upon between the job¬ 
holder aud his superior. Performance 
standards describe clearly the condi¬ 
tions that exist when each Key Task 
is being done well. 

In setting performance standards, 
the aim is to assist the job holder to 
think in terms of consequences of per¬ 
forming each of his Key Tasks t^ell. 
There are two main types of perform¬ 
ance standards. First, there are 
quantitative standards which can be 
expressed in numerical terms. Where 
applicable, such ‘hard’ standards are 
preferable because of their precise 
definition. Secondly, there are quali¬ 
tative standards which are not di.'-ectiy 
measurable but must be judged — for 
instance, the quality of a report, or the 
usefulness of advice given. While not 


appearing to be as precise as ‘hard’ 
standards it is occasionally necessary 
to set qualitative standards, especially 
at managerial levels. These too can be 
as definite in describing the conditions 
of acceptable Key Task performance. 

Performance standards are, therefore, 
not descriptions of action to be taken 
but descriptions of results. They should 
be able to respond logically to the 
question, ‘What level of results has to 
be achieved’, before we agree that the 
task is being done well. Further still, 
while this might test the logic of per¬ 
formance standards it still does not 
test relevance or acceptability. The 
relevance test would consist of finding 
an answer to the question; ‘If this 
result was not being achieved would 
you or your superior seriously plan a 
course of action to make sure it did 
happen?’. This would eliminate the 
setting up of standards for the sake of 
having them. Acceptability of stan¬ 
dards, on the other hand, is ensured 
by the process through which stan¬ 
dards are arrived at — i e, by mutual 
agreement between job-holder and his 
superior. 

Tile process of arriving at perform¬ 
ance standards is like trying to locate 
a house in an unknown town. Key 
Result area gets us to the right town, 
the Key Task gets us to the right 
street. If the house (1 e the appro¬ 
priate performance standard) still can¬ 
not be located then the following ques¬ 
tions should produce the answer. Is 
the difference between the task ‘being 
well done* and ‘not being well done’ 
related in any way to the time when 
things happen? (i e, the time standard). 
Is it related to the degree of achieve¬ 
ment? (i e, the ‘how well’ standard). 
Is it related to the cost incurred in 
performing the task, (i e, the ‘cost’ 
standard). Is it related to the manner 
in which the task is performed? (i e, 
the ‘how’ standard). The last question 
is appropriate where the method of 
doing a task is described. 

Job identity or definition is neces¬ 
sary if performance in a job is to be 
assessed. Clear recognition is requir¬ 
ed of the essential elements in every 
job in the bank at all levels, the rela¬ 
tive importance of each job and the 
required standards of performanci-. 
Without this analysis, an officer tends 
to ret.'eat to the familiar, i e, to do 
the things that he likes doing and is 
familiar with, and to react to the day- 
to-day crises as they occur. A 
management guide helps to avoid this 
situation. By setting standards of per¬ 
formance. the job-holder is led to dis¬ 
cipline'himself to identify the results 
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that he should be achieving in priority 
areas, i e, his Key Result areas. This 
tends to reverse his preoccupation 
with how he fills in his time and 
causes him to concentrate on the 
consequences of his actions. An illus¬ 
trative excerpt from a management 
guide for a branch agent is presented 
in the Table. 

m 

Setting Up the System 

Individual objectives contained in 
Management Guides arc set by discus¬ 
sions between superior and job-bolder. 
The superior encourages the job-holder 
to contribute, his views and put for¬ 
ward what level of attainment he 
would consider reasonable for the 
coming year. Together, the superior 
and job-holder agree on the objectives 
to be achieved for the coming year. A 
control system is then devised to en¬ 
able both the superior and the job¬ 
holder to assess ibe job-holder’s achieve¬ 
ments compared with his objectives at 
intervals sufficiently frequent for 
timely action to be taken to deal with 
major variances from the objectives. 

The next stage is the self-review 
made by the job-holder. The self- 
review process follows from the system 
of personal accountability for perform¬ 
ance which MBO represents. Every 
job-holder, therefore, systematically 
compares his actual performance with 
his Management Guide standards, and 
analyses the reasons for his perform¬ 
ance. He is also expected to consider 
what he feels to be his own training 
requirements against the background 
of his actual achievement, and to re¬ 
cord these. This provides the basis 
for the review meeting between the 
Job-holdcr and his superior when the 
Job Improvement Plan is determined. 
A Job Improvement Plan is a docu¬ 
ment comprising a series of job im¬ 
provement objectives, set and reviewed 
at intervals of six months. It also 
details the action required to be taken 
to achieve job objectives. 

At the review meeting, a formal 
review is carried out to analyse the 
job-holder’s achievements for the year 
and the reasons for any major vari¬ 
ances from the year’s objectives. New 
objectives, in accoirdance with the 
cyclical planning routine, arc agreed 
upon.^ Because lir.iiiili dispersion 
creates problems of personal communi¬ 
cation, such a review meeting provides 
a frequent opportunity for the superior 
to give personal leadership. It involves 
him in discussing general policy as the 
background to the job-holder’s next 
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* improvement — seeing vrltero he fits 
in 

Appraisal is something that goes on 
»very day even though Management 
Guidos are reviewed every six months 
It IS possible to view it in terms of 
accounts involved in daily book-keep- 
ing, with the half-yi arly review as the 
balanco-sheot Cross checks will need 
to be provided In banks, an officer 
would move in the course of his career 
from branch to branch There will 
also be moviment at the managerial 
level, there will be visits to the branch 
by inspectors and regional managers, 
there will be r< ports madi when he 
attends training courses within the 
bank Not all these reports need be 
taken as of equal value Nevertheless, 
ovt r the years, erne builds up a picture, 
a trend The effective use of cross 
checks ri veals the differences between 
men, reporting which puts the deci¬ 
sion maker very much on inquiry. 

In the short term, a performance 
appraisal system servis ns a basis for 
remuneration based on performance 
This, in thi context of collective bar¬ 
gaining in banks and m the absence of 
job (valuation, may not be possible at 
present It is, however, possible if 
‘cost of living' as the mam criterion 
for salaiv increasis is abandoned in 


favour of fbe ^productivity principle’. 
This approach has been adopted by 
unions in Britidi banks* Mid-tenn, a 
performance appraisal system should 
provide a flexible base for training In 
this, every job-holdtr himself needs 
to he involved In particular, he may 
answer the question ‘What do I feel 
an niv training m t ds?’ Training in 
banks can be carried out in three diffe¬ 
rent ways which should interlock 
There is training within the bank, 
training on the job within the working 
group situation b> colleagues, and that 
form of training which we normally 
call ‘self-development’ 

In the long teim, a performance ap- 
piaisal system could serve as a basis 
for planning managerial succession It 
could serve as the basis for personnel 
inventory and, more importantly, as 
the sub-inventorj of executive material. 
By a process of grading, it should be 
possible to see if there is an excess of 
talent or whether there are gaps to be 
hlhd by training and recruitment An 
appraisal system can also serve as an 
effective medium of communication 
between the bank and its staff, provid¬ 
ed Iioth sides are committed to a fair 
and objective system of appraisal 

It IS no longd possible for manage 
ment to be arbitraiy in its judgment on 


the staff. Baric social values of workers, 
th< IT attitudes, and aspirations, have 
undergone a change * Appraisal system 
based on MBO is directed to fulfil 
those individual and organisational 
needs 
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"f^ce fixation lii Public Sector 

A Case Study of Insectieides 

G P Keshava 

Production and marketing of insecticides in the public sector has a rather short history. There is only 
one undertaking in the public sector at present producing and marketing insecticides: Hindustan Insec- 
ticides. A study of the pricing of insecticides in the public sector would, therefore, be tantamount to a 
study of the pricing policy of Hindustan Insecticides. 

This article seeks to look into the various factors that have affected the development of the pricing 
policy of this undertaking. 

[The author is grateful to the authorities of the HIL’S Head Office in New Delhi for giving access 
to the official files, and to S Mazumudar for giving assistance in the collection of material.] 


I 

Background 

HINDUSTAN Inwctiddes was register¬ 
ed as a fully govenunent-owned com¬ 
pany on April >1, 1954. with an authoris¬ 
ed capital of Rs oni; crore. The primary 
products of the cosnpany comprise 
technical and formulated DDT. 

The company was originally to ope¬ 
rate a DDT plant in Delhi set up with 
the aid of UNICB:F and WHO. Initi¬ 
ally, the Delhi factory had a produc¬ 
tion capacity of 700 long tons which 
was later increased to 1400 long tons 
per year. With the setting up of the 
second factory at Alwaye in 1958, the 
production capacity of the company in¬ 
creased to about 2800 tons. 

The need for indigenous production 
of insecticides for public health pur¬ 
poses had led the Government of India 
to approach UNICEF and WHO for 
assistance in this c'onnection. UNICEF 
agreed to give technical equipment for 
tt plant in Delhi, while WHO under¬ 
took to provide technical knowhow. 
The Government ol India and UNICEF 
entered into an agreement, known as 
the Basic Agreement, on May 19 1949, 
defining the principles on which the 
aid from UNICEF was to he obtained. 
Later, in July 1952, another agreement 
was signed between the Government of 
India and UNICEF and WHO, laying 
down in detail the tenns and condi¬ 
tions on which aid from these interna¬ 
tional agencies was to be secured. This 
agreement, known as the Baovri Agree¬ 
ment, provided the basic framework 
within which the Delhi factory was to 
lie operated, and was referred to as the 
‘Plan of Operations’ for the Delhi unit. 

Investment in the company initially 
comprised (1) the dollar aid given by 
UNICEF and (2) the rupee investment 
made by the Government of IncL'a.. 
The assistance given by WHO was in 
terms of specialised services and, as 
such, it did not constitute an ‘account¬ 


ing’ investment. The aggregate invest¬ 
ment made 1)> UNICEF was $ 250,000. 
The rupee investment required for the 
factory was initially estimated at Rs 
22.45 lakhs which was later sizeably 
revi.sed at Rs ■‘17.70 lakhs to allow for 
an increase in the production capacity 
from 700 toinies to 1,400 tonnes pei 
year. The aggregate capital invest¬ 
ment of the eiMiipany, (defined as the 
sum ot snbsciibed capital, re.serves and 
surpluses, and loan capital) stood at 
Rs .28 lakhs in 1955-56. It increased 
to 119.20 lakhs hi 1957-58, the year 
by whieh construction work at the 
Delhi plant was nearhig comiiletioii. 
With the setting up oi a new plant at 
Alwaye, the eapital inve.stnient of the 
company rose sharply, to Rs 185.05 
lakhs in 1960-61. By the end of the 
’Fhird Five-Year Plan it stood at Rs 
256.9.2 lakhs. 

In the original agreement between 
the Government of India and UNICEF 
it was stipulated that the Delhi factory 
would have a production capacity of 
700 tonnes per annum. Later, the 
UNICEF was approached to provide 
for an upward revision of the produc¬ 
tion capacity to 1,400 tonnes iier an¬ 
num. In actual practice, the attainable 
capacity turned out to he .somewhat 
lower at 1,320 tons as the effective 
period of operation for the plant was 
worked out to be 3.20 days in a year. 

The second factory of the HIL at 
Alwaye was set up with the same pro¬ 
duction capacity as the Delhi factory. 
The effective capacity of the plant was 
estimated to be 1,344 tonnes of techni¬ 
cal DDT per annum. 

The Delhi and the Alwaye factorie.s 
went into production in 1955 and 1958, 
respectively. Good management and 
ready availability of the right kind of 
raw materials helped attainment of 
full capacity in the output of these 
plants in a rather short-time. The ag¬ 
gregate output of technical DDT at the 


Delhi faetoiy was a mere 281 tons in 
1955. It increased rapidly during the 
subsequent years and, by 1959, exceed¬ 
ed the attainable eaiiacity. 

II 

Pricing for the Delhi Factory, 
1955-60 

The pi icing policy of the company 
was initially formulated in the light of 
the eommitmeiits made liy the Govern¬ 
ment of India to UNICEF and WHO. 
The Plan ot Operations agreed to by the 
three partii's — UNICEl'', WHO, and 
the Government of India — provided 
that the entire output of tlic Delhi 
plant would Ik- used lor the Public 
Health Campaign and that the factory 
would be mil on a no-profit-no-Ioss 
basis. The Plan ot Operations came 
into effect on July 16, 1952, and was 
to remain m loice ioi a period ol seven 
years. During this period, the Gov¬ 
ernment was put under explicit obliga¬ 
tion to ensure the supply of the pro¬ 
ducts ol the Delhi factory for the exe- 
eiitioii of public health programmes 
iirulertaken bv the Government Arti¬ 
cle J1 ol the Plan of Operations defined 
the objectives in setting iqi the DDT 
plant as follows: 

"(1) to ensure a regular domestic 
source of DDT for use by pub¬ 
lic fvalth authorities in India; 

(2) to develop and expand public 
health campaigns based on the 
technique of residual spraying, 
to which purpose the total out¬ 
put of the plant will be devot¬ 
ed." 

The basic idea behind the stipula¬ 
tion of no-profit-no-loss basis of pric¬ 
ing, though nowhere clearly stated, was 
to make the products of the plant 
available to the consumers at .is low a 
cost as possible. The use to which the 
products of the plant were to be put, 
ofz, malaria eradication, gave the in- 
dustiy u kind of public utility status 
fh which the no-profit-no-loss basis of 
pricing has long been advocated. 
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Although the I’laii of Operations gave 
fairly clear instnictiuns on the general 
iwdicy regarding pricing, it did not pro- 
vitle adf(iii4t<! guidelines for the ini- 
pleincutation of the policy. The I’lan 
of Operations was entirely silent on the 
related (jiiestions ol pricing and costing 
of by-prodiiets, pi icing of inputs in the 
context of an iiipcrlect market for the 
same, and capacity iitilisatuni — parti¬ 
cularly pi icing under cundition.s of 
underutilisation ol capacity. Nor did 
the plan piovidc any standards for en¬ 
suring the opciational efficiency of tlie 
factory. 

The task ol giving specific content to 
the polics' ol no-jirofit-no-loss was left 
to the Covcriinicnt. As a matter of 
tact, in the initial stages, decisions re¬ 
garding pi icing nf the products of the 
company wen- taken by the Govem- 
nicnt J^epartiiieiit concerned rather 
than by the boaid of Directors of the 
company. 'I'he Aiticles of A.ssociati(>ii 
ol the company, which were intended 
to provide the guidelines for its poli¬ 
cies, ilirl not iiiaki- any reference to the 
(jue.stioii of pi icing or to the related 
(pie.stioii ol distiilintiini of the final pro¬ 
ducts. 

Shoitly alli'i the Delhi lacloiy went 
into production, Ibe ipii-stioii ol pricing 
tla- prodiicls was di.scusscd at a meet¬ 
ing ol the lepresentatives of a number 
Ilf De]>uifluents of the Cential Caiveni- 
ment iiuiiidiiig Health, Finanee, and 
I’roductioii. At this meeting, held in 
April 195G, the Managing Diicctor ol 
the IHL propo-sed a price of Hs 2.50 
per lb and Rs 2.00 jier lb lor technical 
and formulated DDT, rospectivelv. 
These prices, he pointed out. were not 
ill conformity with die cost ot produe- 
tiim III the lactoiy which were e.xpect- 
ed to be somew'hat higher than the 
same but thi'y were in eoiiformity with 
the import pi ices. The repri'scntalive of 
the Health Ministry which was the 
soU' eustomer ol the pioduets ol the 
company at that time Iclt that parity 
with the import prices was a reasoii- 
alile basis (or price fixation for the lime 
lieing. The. representative of tlie Miii- 
istiy ol Kinanee also lent his support 
to the .ibove viewixiint. Finally, it was 
decided that ihi' prices proposed by die 
Board might be adopted after ensur¬ 
ing, by furtliei investigation, that they 
did not exceed tire pievailing import 
prices. 

.After consultations with the authori¬ 
ties concerned — such as the Directoi- 
ale General ot Supplies and Di.spos.ils, 
and the Malaria Institute of India — 
the Board of Directors of the conipany, 
took a funnal decision on pricing, on 


August 22, 1955. It adopted the poli¬ 
cy of fixing prices on the basis of tire 
averagi' rates of imported DDT for the 
time being, subject to review after a 
period of six montlis. The price of Rs 
2.50 per lb for technical DDT appear¬ 
ed to be (/uite justified by this crite¬ 
rion. The price ol Rs 2.00 per lb sug¬ 
gested by the enmpany earlier for 50 
pel er-iit Formulated DDT, however, 
turned out to be .somewhat higher than 
pri'vailing iinporl prices. Yet the Board 
decided to adopt this price for the 
time being, as that would ensure con¬ 
formity between the ratio of cost of 
lormulated and technical DDT at the 
Delhi lactory. While taking the. deci¬ 
sion on pricing, the Board felt that as 
the factory was to work on a no-profit- 
no-luss basis and as its entire produce 
was to be placed at the disposal of the 
Malaiia Institute, the price factor was 
not of niiieh coii.seflucnce. Necessary 
adjustments could be made later, once 
the position stabilised. 

The decision to fix DDT prices in 
the light of impoit prices w'as a depar- 
tiiri- from the piniciple of no-profit-no¬ 
loss adopted by the eutnpany. In ibo 
inilial >’ears, it was, however, the best 
that could be done. The decision was 
taken mainly in view of the following 
considerations: First, the non-availabi¬ 
lity ol the actual cost figures during 
the first tw'o to tlliee years of the ope¬ 
ration ol the plant; actual costs are a 
kind ol po\i-facto results, and it is only 
alter production has taken place tlrat 
actual costs are known. Secondly, du¬ 
ring the gestation ireriod the actual 
costs are almost inevitably higher than 
costs would Ix! at full .utilisation of ca¬ 
pacity; fixing the iirices on the basis of 
the gestation period might therefore 
be misleading. Tliiully, the import 
prices could provide a built-in stand¬ 
ard by which the rnanagetnent would 
assess its operational efficiency. 

In later years, as the production of 
the (aetory increased and knowledge 
about costs accumulated, the prices of 
the techmeal arid formulated DDT were 
fi.xeil at Rs 5.51 and Rs 4-41 per kg, res¬ 
pectively, for 1956-57. The corres- 
])onding prices for the subsequent year 
w'ere fixed at Hs 4.96 per kg and Rs 
.I.SO per kg respectively, and these 
were continuerl in 1958-59. In 1959- 
60, the prices of the two categories of 
DDT were further brought down to Rs 
4.00 and Rs 3.40 per kg, respectively. 

In all these years, the actual costs of 
piodiietion of each of the two catego¬ 
ries ol DDT turned out to be consider¬ 
ably lower than the prices charged to 
the customer of the company, ie, the 


Malaria Institute of India. As a result, 
the company had to refund large sums 
of money to the Malaria Institute to 
make up the dilference between the ac¬ 
tual cost of the products and the reve¬ 
nue receipts from their sales. The 
amount thrrs refunded was Rs 8.70 
lakhs in 1936-57, and Rs 7.52 lakhs in 
1957-58. It increased to a little over 
Rs 18.00 lakhs in 1958-59 and Rs 
23.20 lakhs in 1059-60. The sale pri¬ 
ces of the products of the Delhi factory, 
as shown in the company's ledgers, 
were thus a kind of provisional price. 
The actual price of each of its products 
was the cost of production. 

The policy of no-profit-no-loss was 
continued till the end of 1960-61, the 
year marking the expiry of the Plan of 
Operations governing the ootnmercial 
policies of the enterprise. * The Plan of 
Operations was originally intended to 
remain in force for seven years. Later, 
the POP period was extended by one 
year for administrative rea.sons. On the 
eve of the expiry of this period, the 
Govermnent as well as the company’s 
rnanagenienl started to think afresh on 
the price policy. 

Ill 

Pricing for the Alwaye Factory 

The Alwaye factory went into pro- 
cliietion in 1958-59, 19.59-60 being prac¬ 
tically the first complete year of its 
operation. Thinking on the price policy 
of its products had, however, started 
nrireli earlier in 1957. Here again, the 
initial deliberations on the question 
were made in the Government rather 
than in the control board of the com¬ 
pany. In a meeting held on September 
11, 1957, attended by the representa¬ 
tives of the Ministries of Finance and 
Health and the IIIL, it was decided 
that the priehrg policy for the products 
of the Alwaye factory should be deter¬ 
mined in keeping with the provisions of 
the Plan of Operations of the Delhi 
factory. It was further decided ffiat 
both the factories should charge the 
some price for the material sold to the 
Malaria Institute of India, irrespective 
of whether it was produced at the 
Alwaye or the Delhi factory. The ba¬ 
sic objective of this decision of the Gov- 
enrment was to ensure that the Min¬ 
istry of Health got the materia! from 
the HIL at a price which more or less 
corresponded to die cost of production 
of the same. Further, it was anticipated 
drat the Ministry of Health would be 
dre main customer of the products ,of 
the Alwaye factory as well. 

In 1958-59, there was a breakdown 
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in -the Delhi factory, as a result of 
which it could not fulfil its output tar¬ 
gets. The output of the Alwaye fee- 
, tory was, therefore, used to cover the 
resultant shortfall in die supply of DDT 
to the Ministry of Health. The question 
of pricing the products of the HIL 
during this year was considered at the 
twenty-second meeting of the com¬ 
pany’s Board of Directors at which the 
following decision was taken : 

"(1) All supplies made to the Health 
Ministry from Alwaye should be 
at the rates applicable to dieir 
supplies from Delhi, and 

(2) All other supplies should be 
made at the rates fixed by the 
Board from time to time." 

The decision of the Board was ob¬ 
viously in conformity with the earlier 
decision of the Government to ensure 
the sale of the company’s products to 
the Government at a uniform price. 
Further, parity with the cost of pro¬ 
duction of the Delhi factory would en¬ 
sure supply of insecticides to the Gov¬ 
ernment at more or less the cost of 
production. In conformity with the 
above decision, the prices of technical 
and fonoaulated DDT, supplied by the 
company to the Government, were fix¬ 
ed Rs 2.25 and Rs 1.75 per lb, respec¬ 
tively. 

In the subsequent year, 1959-80, the 
position altered considerably. The 
Health Ministry made direct requisi¬ 
tion fur formulated DDT to the equi¬ 
valent of 900 tonnes of technical DDT 
from the Alwaye factory. This was over 
and above the supply of 249.96 tonnes 
of the same by the Alwaye unit on be¬ 
half of the Delhi factory. The com¬ 
pany felt that the material sold directly 
by the Alwaye factory to the Ministry 
of Health could not be priced on the 
same basis as the material sold by it 
on behalf of the Delhi factory. The 
question was considered at length at 
the twenty-eighth meeting of its control 
board at which it was decided that (1) 
the part of Alwaye’s production sup¬ 
plied to the Ministry of Health on be¬ 
half of the Delhi factory should conti¬ 
nue to be priced at the cost of produc¬ 
tion of the Delhi factory, and (2) the 
prices of the supplies made by the 
Alwaye to the Ministry on its own ac- 
. count should be fixed on a commercial 
basis determined by the company’s 
board from time to time. The primary 
coruideration bearing on the company 
in taking this decision was that the 
principle of no-profit-no-loss drawn 
from die Flan of Operations, governing 
the operation of Delhi factory, was by 
no means binding on the Alwaye 
factory. 


The above decision of the company’s 
board obviously marked a significant 
departure from the Board’s earlier de¬ 
cision taken at its twenty-second meet¬ 
ing. In effect, it implied sale of Al- 
waye’s products to the Ministry at a 
price higher than that of the Delhi 
factory. However, the company did not 
adopt a dual price structure for the 
Government as a sequel to the adoption 
of the new policy. ’The provisional pri¬ 
ces for the Delhi products and the Al¬ 
waye products were kept at par in 
1959-80 a.s in the previous year. But, 
whereas the Delhi factory was constrain¬ 
ed to surrender to the Malaria Institute 
the excess of revenues over costs at 
the end of every financial year, the 
Alwaye factory was not subject to any 
such constraint. In other words, the 
Alwaye factory retained its profits, 
while the Delhi factory did not. 

In determining the policy on the dis¬ 
tribution of its products, the company 
continued to give first priority to the 
requirements of the Ministry of Health. 
But the requirements of the Ministry 
in 1959-80 were not such as to account 
for the entire output of the Alwaye 
factory, with the result that the com¬ 
pany was constrained to seek an out¬ 
let for its products in the private sec¬ 
tor, In 1959-60, a part of the output 
of the Alwaye factory was sold to small- 
scale units in the pubh'c sector, through 
the DGSD, and another to the private 
sector, technically designated as ‘trade’ 
by the company. At its twenty-eighth 
meeting, the company’s board consider¬ 
ed the que.stion of the pricing policy 
for sales to trade also. Broadly, it wa.s 
felt that the prices of this category of 
products should he fixed in the light 
of the principle of ‘what the traffic will 
bear’. Accordingly, a ijrice of Rs 2.00 
per lb of technical DDT was fixed for 
this category ol sales which was niar- 
ginaUy 'higher than the corresponding 
price for the Goyemment. This was a 
case of price discrimination in that it 
meant charging different prices to diffe¬ 
rent customers for the same product. 
While the princii>al motive behind the 
company’s adopting this kind of policy 
was to further the commercial interests 
of the enterprise, the price structure 
adopted by the company was by no 
means based on a study of the relative 
elasticities of demand for DDT in the 
public and the private sector. 

’The cost of production of DDT at 
the Alwaye factory turned out to be 
more or less the same as that at the 
Delhi factory in 1958-59 and in 1959- 
60. The production cost of technical 
and formulated DDT at the Delhi fac¬ 


tory in 1958-50 worked out to Rs 3.24 
and Rs 3.06, resix-ctivoly. The corres¬ 
ponding figures for the Alwaye factory 
were Rs 3.42 per kg, and Rs 3.00 per 
kg, respectively. In the subsequent 
year there was a fall hi the production 
costs of both these units. The two ca¬ 
tegories were produced respectively, at 
Rs 2.62 and Rs 2.20 per kg at Delhi, 
a.)d at Rs 2.69 and Rs 2.69 per kg at 
Alwaye. The Alwaye unit earned, a total 
profit of Rs 18.53 lakhs in 1959-60, 

IV 

Pricing Pc^icy in the Third Plan, 
1961-66 

On the eve of the expiry of the POP, 
the Government became increasingly 
concerned about the question of pricing 
policy. The requirements of DDT dur¬ 
ing the Third Plan period were dis¬ 
cussed in detail at a meeting of Gov¬ 
ernment officials held on April 23, 19597^ 
It was felt that the requirement of 
indigenous technical DDT for tlie anti¬ 
malaria campaign would bo about 
5000 tonnes at the peak of the camp¬ 
aign. Later, about 3,000 tonnes per 
annum would be needed for maintain¬ 
ing the programme. 

In view of the sizeable needs of DDT 
for the anti-malaria campaign, the 
meeting underlined the need to set 
apart the entire production of the Delhi 
factory for the Ministry of Health. In 
regard to the output of the Alwaye 
factory, however, it was felt that a part 
of it, some 500 long tonnes of techni¬ 
cal DDT, should be made available to 
the private sector, i e, ‘the trade’ in the 
company’s terminology. 

The likely requirements of DDT 
having been estimated, the Govern¬ 
ment referred to the I’lan of Operations 
tor obtaining guidelines to decide the 
terms and conditions on which it would 
obtain its supplies. 

Article II of the POP, specifying the 
objectives for setting up the Delhi 
plant, made it amply clear that in allo¬ 
cating the products of the plant, 
first priority was to he given to the 
Malaria Eradication Programme. It 
was felt that, since the company as a 
legal body had taken over all the assets 
and liabilities of the Delhi factory, if 
should honour the commitments made 
by the Government to the international 
agencies earlier. The l><')lu plant 
should therefore continue to regard 
meeting the reqiiiicments of the Minis¬ 
try of Health as its primary responsi¬ 
bility. The stand taken by the Govern¬ 
ment was corroborated by UNICEF. 

In the light of its own deliberations 
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and lh(! opinion expressed by UNI- 
CEP’, the Government took the view 
that IIIL should continue to cater to 
the needs of the Health Ministry from 
the output of the Delhi plant even 
after the POP peiind had expired. 
However, it did not think it necessary 
to make it ohlitiat(ii> on the company 
to earmark the entiic output of the 
Delhi factory for the Ministry. The 
Ministry took (lie view that HIL 
should only ensure that the Delhi 
plant's output would he made available 
for the Malaria Eradication Programme 
to tile extent that it was required for 
the same. 

As for the prices at which the com¬ 
pany’s output was to he, obtained, the 
Government was lor obvious reasons 
keen to ensun* that it obtained its suir- 
plies at as low a price as possible. In 
early 1959, on the eve of the expiry 
of POI’ lieriod, officials m tfw Ministry 
of Health were of the viciw that the 
Delhi factory products should continue 
to be supplied to tin; Gov<‘rnment at 
cost even after the I’OP period was 
over. .Subseipienlly. however, the 
Government's thinking on thr; question 
underwent substantial change, partly 
owing to a change in the company’s 
attitude and partly owing to the stand 
taken by UNICEE. On closer exami¬ 
nation of the contiuctiial position speci¬ 
fied in the Plan of Operations, the com¬ 
pany discovered that it was not really 
necessary for it to adhere to the no¬ 
profit-no-loss principle after the expiry 
of the POP period. The company com¬ 
municat'd its view to the Government 
which set the latter to a re-examination 
of the question. The matter was re¬ 
ferred to UNICEF also, which on a 
tk'tailed study ol the issue concurred 
with the view of the company. In a 
letter to the (ioveinment in Jtine 1960, 
UNICEF pointed out that, on the ex- 
pn\ of (he elFeetive period, the various 
piovisions ol the POP would become 
inopeiable, exci'pting tho.se contained 
ill Ailicle If specifying the permanent 
objectives of the Delhi plant. The 
piovisions relating to jiricing contained 
in the Plan ol Opeiation were not of 
a permanent ch.uactei and, therefore, 
eoiild not be tieated as obligatory on 
the company. 

After due eonsideiation, the Govern¬ 
ment acw'pted the jioint of view of 
UNfCEF and agieed to the Delhi plant 
being iim on a commercial basis, on 
the same lines as the Alwaye lactoiy. 
Thr- eoinpany's Board having received 
the nei'essury rammunication from 
UNlClsF and the Ckivernment, decided 
to iliscontimie the no-profit-no-loss 


principle with effect from April 1951. 
This did not immediately result in a 
rise in the sale prices charged by the 
company for the Delhi plant's products. 
Sales prices of the company in 1961-62 
were kept on par with those in 1960-61. 
The result of the new policy was aboli¬ 
tion of the practice of refunding the 
difference betwe.en cost and price for 
the products of the Delhi factory sup¬ 
plied to the Malaria Institute of India. 
In effect, therefore, the actual price 
charged by the company after March 
1961 was higher than before, and thus 
the pricing policy for the Delhi factory 
did undergo a marked change after 
March 1961 coming on par with that 
of the Alwaye factory. 

Notwithstanding the substantive alte¬ 
ration in the pricing jiolicy for the 
Delhi factory, the company did not 
make any formal enunciation of the 
new policy — except for stating that 
the policy of no-profit-no-loss had to 
lie abandoned in favour of the com¬ 
mercial principle. ‘Pricing policy’ refers 
to the relationship Ijetween cost and 
price. Enunciation of x>ricing policy 
involved exercises in two directions: 
(1) projecting the gross surplus to be 
earned and (2) determining the relation¬ 
ship between costs and prices of indi¬ 
vidual products during the period in 
view. There is no evidence that the 
company’s Board took the trouble to 
clearly enunciate either its policy or 
even its approach to these questions. 

Implicitly, however, a pricing policy 
for the Delhi factory did emerge with 
the removal of the constraint regarding 
the refund of the surplu.se.s to the 
Health Ministry. During 1981-62, the 
first year of adoption of a umfonn 
approach towards pricing of Delhi’s 
and Alwaye’s products, the company 
earned a gross surplus of Rs 31.28 
lakhs* which represented 15.6 per cent 
of the total capital investment of Bs 
199.57 lakhs in the company. Keeping 
this in view as well as tlic fact that, 
from this year onwards, the company 
was at least technically free to deter¬ 
mine its pricing iiolicy, it may be sur¬ 
mised that, in fixing the prices, the 
company kept the objective of earning 
a gross profit of aroiuid 15 per cent on 
its capita] investment. It may be re¬ 
iterated, however, that there is no re¬ 
corded evidence ol the company having 
an ex-ante objective of this kind, so a 
conclusion like the alxivo would at besl 
be in the nature of a guess. 

In tlie subsequent year, 1962-63, the 

•Inclusive of interest payable to the 

Government of India on its lotms. 
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company raised the prices of DDT for 
I almost all categories of its sales. These 
price changes were introduced with 
effect from May 1, 1962. The price 
of technical and 50 per cent formulated 
DDT sold to the Malaria Institute 
(Health Ministry) were raised from Rs 
3.20 tier kg to Rs 3.70 per kg and from 
r Rs 2.80 per kg to Rs 3.05 per kg, res¬ 
pectively. At the same time, there was 
an increase in the company’s produc¬ 
tion and sales in 1962-63, compared 
to the previous year. The upward revi- 
s sion of prices along with the increase 

i in sales brought about an increase in 

r the siupluses of the company, despite 

t tlie rise in costs. The increase was 

about Rs 12 lakhs — from Rs 23.28 
lakhs in 1961-62 to Rs 44.56 lakhs in 
. 1962-63. In terms of profitability, the 

f rate of return on the company’s invest- 
, ments increased from 15.6 per cent in 
j 1961-62 to 21.2 per cent in 1962-63. 

3 In the .subsequent years, prices of 
most raw materials used by the Delhi 
s and the Alwaye factory underwent 

1 significant changes. The overall effect 

jr of these price-changes was steady in¬ 

crease in the total money costs of In¬ 
i' puts of the Delhi factory from 1962-63 

- to 1966-67 (excluding 1964-65). Tlie 

- same was more or less true of the 

3 Alwaye factory, with the exception of 

e 1965-66, which witnessed a fall in 

[j input prices in relation to the preced- 

r ing year. 

In spite of the increases In the input 
prices, the company did not introduce 
L any change in its price-structure from 
™ 1962-63 to 1986-67. The profitability 

^ of tlie company, as reflected in the rate 
of return on its investments, did not 
^ show any substantial decline as a le- 
sult of the increases in the input prices. 
Tlie rate of return earned by the com- 
g pany on its investments was 19.8 and 
. 20.5 per cent respectively, during 

1963-64 and 1964-65. 

Two important factors neutralising 
* the effects of the increases in Input- 
prices were (1) increase in factor pro- 
^ ductivities in both the Delhi and the 
Alwaye factories and, (2) increasing 
incomes from the sale of by-products. 
Another important factor contributing 
^ to the same was the increase in its sales 
" to trade. The sales of technical DDT 
to trade from the Alwaye factory In¬ 
creased from 153.60 tonnes in 1962-83 
to 650.22 tonnes in 1966-67. The mar- 
gin of profit on the sales to trade being 
much higher, this diversification of sales 
considerably increased the receipts of 
the company per unit of output Because 
g of these ‘relieving’ factors, the company 
was able to meet its financial commlt- 
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meats to increase its revenues and de¬ 
clare a dividend, without increasing its 
prices. 

The favourable market situation has 
encouraged the company to undertake 
an expansion programme. During the 
Fourth Plan an additional investment 
of Bs two crorcs is envisaged in this 


industry. As a result of this, the pro¬ 
duction capacity of the company will 
be more than doubled. Assuming that 
the company will be in a position to 
cam the same rate of return on capital 
as at present, l)y the end of the Fourth 
Plan it will he in a position to under¬ 
take fresh investments from its own 


rcstSurces to increa.se its production 
capacity. Its potentialities in this di¬ 
rection will he further accentuated if 
the Government relaxes the control' 
over the distribution oi its products. 
For, in that case, it would he in a posi¬ 
tion to''diversify its sales according to 
the prevailing market conditions. 


Management Convention or Shadow-Play? 

S Srinivasan 


LACK of realism and barking up the 
wrong tree marked the deliberations 
of the first All-India Management Con¬ 
vention held in mid-February at New 
Delhi. This could not have been due 
to ignorance or naivete on the part of 
those who participated in the conven¬ 
tion; most of them are either senior 
professional managers or hard-headed 
industrialists or mature academics in 
the field of management education. 
Besides, one of the star performers, 
namely, our Prime Minister, is a con¬ 
summate politician. The inescapable 
inference, therefore, is that many of 
those who spoke did so with tongues 
in their cheeks for which they must 
have had their reasons. 

Running like a scarlet thread through 
most of the speeches was the totally 
untenable assumption that business, as 
a whole, will fulfil its social responsi¬ 
bilities, once the professional managers 
were made sufficiently aware of the 
crying need for social justice in a land 
where two-thirds of the total popula¬ 
tion live below the poverty line. The 
Prime Minister, for example, urged the 
managers to work for achieving a 
“social minimum basis for every indivi¬ 
dual”. 

The Manaceh’s Limited Sphehe 

Now, the question arises: are the 
professional managers in India in a 
position to bring about such changes, 
even if they have the right ideal and 
willingness to translate them into 
reality? Professional managers in our 
country can be broadly divided into 
four categories. The first consists of 
those working in large-scale enterprises 
in the private sector, the bulk of 
which were family businesses until re¬ 
cently. The policy-makers at rhe top 
level in these units, despite their being 
public limited companies in the eyes 
of the law, are scions of the founding 
families or relations and friends of 
those who controlled the managing 
agency houses. Pfolding substantial 


blocs of shares, the outlook of these 
men is by and large predatory, al¬ 
though many of them may have be¬ 
come familiar with the techniques of 
modern management. They do hire 
professional managers of high calibre 
to take care of the financial, technical 
and marketing sides of their busi¬ 
nesses, but the professional managers 
seldom have a voice in decisions per¬ 
taining to areas like (a) the level of 
profit to be aimed at; (b) quantum of 
profit to be ploughed back; (c) deter¬ 
mining the volume of employment to 
be maintained; (d) sharing the gains of 
productivity between the manufac¬ 
turer, employees and consumers; (e) 
recruitment, promotion and remunera¬ 
tion of senior personnel; (f) investment 
in buying of existing factories from 
third parties or setting up of new fac¬ 
tories or expansion of capacity of the 
units they already own or diversifica¬ 
tion and (g) wage settlements with 
unions. Sometimes the professional 
manager is consulted about investment 
decisions in the sense he is asked to 
select the best project among given 
alternatives using profitability as the 
sole criterion. In the circumstances, 
what scope is there for the professional 
manager to hasten the ushering of an 
era of social justice? The best the 
most progressive among them can do 
can only be marginal. They can, for 
example, ensure fairness in the matter 
of recruitment and promotion of 
junior staff, improve human relations 
a bit and occasionalty suggest to the 
top brass courses of actions that will 
reflect the acceptance of social res¬ 
ponsibility on the part of the organi¬ 
sation. If he does it too often, he is 
written off as a chap who lacks "the 
money sense’.’ 

Take the second category of pro¬ 
fessional managers. It comprises those 
who are employed in firms that are 
wholly or partly foreign. Recruited 
and promoted as they are on the basis 
of their performance, they are, as com¬ 
pared with those in the first category, 


better paid, more competent and 
sophisticated and enjoy a certain mea¬ 
sure of autonomy within a well-defined 
sphere. They are, nevertheless, execu¬ 
tives ip the strict sense of the term; 
they implement policy decisions taken 
by their principals abroad. The latter's 
objective — and it is only to be ex¬ 
pected — is not the regeneration of 
the Indian economy but to secure a 
return on invested capital that will be 
relatively higher than can he earned 
elsewhere. Their outlook is, therefore, 
not unlike that of the average British 
employee of the bad old East India 
Company so admirably described by 
Macaulay. The fact that in some cases 
the foreign company happens to own 
only a minority of shares does not 
make' the slightest difference because 
management is invariably in their 
hands. The arrangement suits the 
Indian partners admirably since they 
too are making money hand over fist. 

Puni.K iSei loH Manaceiis 

The third category of managers is 
made up of those employed in the 
units in the public sector. The bulk 
of them, at the senior levels at any 
rale, arc not drawn from the ranks of 
the professional managers. They are 
mostly civil servants, either retired or 
in service, or politicians who get their 
jobs as rewards for services rendered 
to the party in power. The autonomy 
and freedom from interference enjoy¬ 
ed by the managers in the public sec¬ 
tor units IS considerably limited as 
compared with managers working in 
the private sector. The latter are at 
least clear about (he objective of the 
organisations they are working for, 
namely, maximisation of profits where¬ 
as managements of the public sector 
units have not even been assigned a 
goal. They just go on carrying out 
orders and asking for directions from 
ministers, secretaries of ministries and 
sundry politicians who happen to have 
a pull with the right quarters. The 
general manager’s preoccupation is not 
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with results but with not infringing the 
rules or taking wrong decisions for 
which he is sure to be hauled over the 
coals at some distant date in future. 
The financial controller is concerned 
not with profits or productivity but 
spying on the general manager and 
reporting expenditure incurred in 
violation of the official procedure. 
Industrial disputes are not the per¬ 
sonnel manager’s baby but the stamp¬ 
ing ground of ministers and politicians 
anxious to hit the headlines. In a set¬ 
up of this nature what contribution 
can the managers make to the task of 
evolving a more egalitarian society? 

And. as for the managers in the 
medium to small-scale industries in 
the private sector, they are veritably 
the snakes in Iceland. More often 
than not, the manager is himself the 
owner and entrepreneur as well. With 
the outlook unrertuh) and finances 
limited, his sole obsession is with 
quick profits. He has little use for 
values like social responsibilities, fair 
wages, sharing the gains of produc¬ 
tivity, etc. He IS, therefore, very often 
more rapacious than the owners of 
large-scale businesses who can afford 
to be and are a little more generous. 
In fact, the rapacity of the owners of 
small-scale industries is on the increase 
these days, thanks to their being the 
government’s blue-eyed boys. Far 
from being a rational sentiment, the 
imperfect sympathy the government 
oozes for the “small man” seems to be 
more in the nature of a rebound reac¬ 
tion to the official antipathy towards 
big business houses. 

Unspoken Home Truths 

So much for the capacity of pro- 
fcssional managers to make business 
realise its social responsibilities. And 
yet not a single professional manager 
among those who took part in the 
Convention stood up to voice these 
home truths. Indeed, some of them 
sounded qiore like spokesmen for their 
employers. The infiltration of owners 
and entrepreneurs into the ranks of 
the professional managers may have 
had something to do with this. The 
academics in the field of management 
education too thought it prudent to 
confine themselves to making inno¬ 
cuous observations and polite noises. 
Not for them to sharply indict the 
owners for their failure to provide the 
necc.ssary conditions for encouraging 
young trained managers to put into 
practice what they have learnt. 

The industrialists and entrepreneurs 
preached a homily to their brother- 


owners to accept the obligations im¬ 
posed by distributive justice, as if it 
only needed an impas.sioaed appeal to 
make the leopard change its spots. 
While Mafatlal urged the business 
community to ensure economic growth 
with social justice, Mahindra upheld 
Gandhiji's concept which required rich 
men to hold their wealth in trusteeship 
for the poor. Who needs to be told 
that the acquisitive instinct is too 
deep-rooted to be disturbed by high- 
minded speeches? This is'true of 
industrialists not only in India but 
throughout the world. Businesses in 
the industrially advanced countries in 
the West contribute to social progress 
only to the extent they are compelled 
by circumstances or it is sheer good 
business to do so. High wages and 
satisfactory working conditions in the 
American industry, for example, are 
certainly not due to the big corpora¬ 
tions' enlightened acceptance of the 
need for economic justice; they are 
the consequence of the considerable 
bargaining power of the trade unions. 
It took more than a decade of black 
terrorism, violence and an endemic 
threat to law and order before leading 
corporation heads began to think of 
training the unemployable among 
Negroes, giving jobs to members of 
“minority groups”, adopting ghetto 
high schools with a view to upgrading 
them and launching pilot programmes 
for building low cost houses. Even so, 
the move to use the company’s talent, 
capital and organisational skill to re¬ 
pair the rattles in the nation's social 
machinery is confined to an elite group 
of firms. Not many small or even 
medium-sized companies have joined 
the effort. They have less money and 
resources to devote to anything beyond 
the pursuit of profit. That profit is 
and will continue to be the major, if 
not the sole, preoccupation of indus¬ 
trialists the world over is a fact of life. 
Nothing is gained by denying or 
glossing over it. 

‘Growth’ and ‘Development’ 

What about the philanthropic-mind¬ 
ed captains of industry, it may be 
asked. The answer is simple. One 
swallow of a J R D Tata or a Mafatlal 
does not make the summer. Besides, 
they are like benevolent dictators; 
splendid chaps so long as they are on 
the scene, but who can predict their 
successor’s attitude? 

The industrialists were so busy 
calling the Leviathan ashore — how 
else can one describe an appeal to 
owners to achieve distributive justice? 
that they did not bother about the 


distinction between ‘economic growth’ 
and ‘development’ getting Idurred. The 
two were treated as though they were 
synonymous concepts. A phase of 
considerable economic growth in 
terms of a sharp increase in CMP can 
well synchronise with a period when 
development is almost stagnant Tlue 
to resources being funnelled into pro¬ 
fitable projects but which contribute 
little to social welfare. As the Ameri¬ 
can economist Galbraith has taken 
considerable pains to point out, 
plenty of capital and entrepreneurial 
skill are available for the manufacture 
of luxury goods which the consumer 
may well do without while education, 
hospitals, housing for low income 
groups and public parks are allowed 
to starve for funds. Such a state of 
affairs, while it may be considered 
deplorable in a country like the United 
States, spells disaster for an economy 
like ours which is forever short of 
capital. 

Whole and Sole Re.sponsibilitv 

The Convention would have been 
an extremely fruitful exercise, if only 
it had set out to clearly define the 
respective roles of the professional 
manager, the owner/entrepreneur and 
the state in achieving what the Prime 
Minister chose to describe as “a social 
basic minimum for every individual”. 
The professional manager’s whole and 
sole responsibility is to run the under¬ 
taking entrusted to him with the 
utmost efficiency. It means that he 
should try to secure the maximum out¬ 
put for the minimum input in terms 
of money, machinery, materials and 
men, subject, of course, to the obliga¬ 
tion of giving a square deal to the 
men who report to him. This goal is 
the same for all managers irrespective 
of the character of the units they are 
called upon to manage. There is no 
excuse for his relaxing his vigil in the 
pursuit of this objective of maximum 
output for minimum input on the 
ground that certain public sector units 
have been set up not for making a 
profit but for providing avenues for 
employment or for supplying to the 
consumer a commodity or service at 
or below cost. The professional 
manager has to strive towards the 
highest possible level of productivity 
all the same, leaving it to the govern¬ 
ment to decide whether productivity 
gains should be utiliBed to increase the 
public revenues or reduce the state 
subsidy as the case may be or to 
charge a lower price to the consumer 
or to raise the rate of remuneration 
or level of welfa^e of the employees. 
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The role of the owners and/or 
entrepreneurs is to help the managers 
achieve their goal. This is best done 
by avoiding needless interference with 
the authority of the managers in the 
operational field and on matters relat¬ 
ing to personnel policies. Not infre¬ 
quently, the boards of directors try to 
settle industrial disputes over the 
heads of senior managers either be¬ 
cause the owners have no confidence 
in the judgment of their managers or 
because of an anxiety to curry favour 
with some ministers or other busy- 
bodies who are keen on getting kudos 
for having settled the dispute. What¬ 
ever the reason, the consequences of 
settling industrial disputes in this 
fashion are serious. The line managers 
are sold down the river and become 
objects of derision in the eyes of the 
workers and union leaders. Nor is 
that all. All attempts at fostering the 
habit of bipartite negotiations (Govern¬ 
ment never hesitates to pay lip 
sympatliy for this objective) are effec¬ 
tively sabotaged. This sort of thing 
happens with sickening regularity in 
public sector units as a result of which 
managers who arc supposed to handle 
industrial relations are reduced to act¬ 
ing merely as conduit pipes. 

Role of State 

As for the state, it has a crucial 
role to play in fostering economic 
development which is consistent with 
social justice. First, it should learn to 
cash in on the predatory instincts of 
industrialists by allowing them to pro¬ 
duce for profit but protecting the 
consumer when profit becomes pro¬ 
fiteering. Far too often the owner in 
the private sector is allowed to get 
away far too easily at the expense of 
the consumer. Protected by a captive 
market and an out-moded cost-plus 
basis approach of the Tariff Commis¬ 
sion, the industrialist in the private 
sector is invariably successful in justi¬ 
fying the prices he charges the con¬ 
sumer. Also, he is able to pull wool 
over the eyes of the government with 
the magic mantra of import substitu¬ 
tion for which no price seems to be 
too high. If there is an increase in 
some element of cost, must this always 
be passed on to the consumer? Why 
can’t the state ask the manufacturer 
to absorb part or whole of it by step¬ 
ping up his efficiency and a rigorous 
cutting down of his variable costs as 
well as overheads? This is a sphere 
where the state has been an outstand¬ 
ing failure. It has yet to learn to be 
more wily and sagacious and less ham¬ 
handed in bringing avaracious indus¬ 


trialists to heel. 

Another major responsibility of the 
state is to prevent the flow of resources 
into channels that might not add 
significantly to the community's wel¬ 
fare and divert them into projects that 
would yield social dividends. The 
Industries Development and Regulation 
Act gives the requisite powers. The 
positive aspect can be taken care of 
by the public sector taking up pro¬ 
jects which are socially desirable but 
may not necessarily be money-spinners. 
The approach has got to be selective 
and not doctrinaire. It does not make 
economic sense to grandly proclaim 
that the public sector must capture 
the commanding heights of the na¬ 
tional economy or that nationalisation 
is a cure-all for every type of indus¬ 
trial ailment. 

Development of the backward 
regions of the country through indus¬ 
trialisation again depends on state 
policies. This does not mean giving in 
to the agitation of ambitious politicians 
from States who would like to see 
each State having its own steel mill, 
cement plant, paper mill, sugar mill, 
textile mill and a petroleum refinery 
not because they can be worked there 
economically but because they are 
status symbols which would get the 
agitators the votes they are after. It 
means a long term programme of 
starting enterprises that would fit in 
with the techno-economic surveys of 
the respective regions. 

Vital Issues Avoided 

The Prime Minister could have 
used the platform to outline some 
such programme for heralding the mil¬ 
lennium she referred to. She could have 
also held out an assurance that the 
managers in the public sector would 
be given the necessary freedom from 
interference from ministers, sundry 
politicians, official top brass and party 
men. She could have warned the 
industrialists not to run to the govern¬ 
ment for a price rise before doing 
everything possible to achieve the 
maximum efficiency and economy. She 
could have assured the Convention 
audience that government is out to 
encourage bipartite negotiations and 
will curb its temptation to act as the 
big brother eager to settle the quarrels 
between naughty children who cannot 
be expected to know what is good for 
them. Above all, she could have made 
it quite clear that state interference 
in shaping the contours of the na¬ 
tional economy there has to be, but 
such interference will not be bumbling, 
wooden or self-righteous. Instead she 


merely outlined the sort of social order 
we should strive to establish and left 
it to the professional managers to 
somehow accomplish this miracle. 

Here and there a lone voice gently 
lifted the fringes of the carpet to 
reveal a glimpse of the issues that had 
been swept under it. Not being be¬ 
holden to anybody, the trade union 
leaders were refreshingly frank. Sara- 
bhai’s thought-provoking address rais¬ 
ed certain broad and germane issues 
that are bound to influence the art and 
science of management in the years 
ahead. 

These, however, were drowned in 
the drone of polite speeches, mouthing 
of cliches and pretty homilies address¬ 
ed to no one in particular. The Con¬ 
vention thus turned out to be a sad 
story of missed opportunities, a 
shadow-play with skirting the vital 
issues as its theme. The only persons 
to profit from the session were the 
caterers, the climbers and head-line 
hunters. 


Brain Drain 

PROPOSALS to slow down the 
‘brain drain’ of skilled labour from 
developing nations are outlined in a 
United Nations report based on case 
studies of five countries — Cameroon, 
Colombia, Lebanon, Philippines and 
Trinidad and Tobago. 

The report states that the outflow 
from these five countries of high and 
middle-level manpower increased in the 
.second half of the 1900s, leading to a 
very high loss in terms of education 
investment. It estimates that the total 
cost to Lebanon of educating skilled 
workers who left in 1967 was about $40 
million. The flow of high and middle- 
level personnel to France cost the 
Cameroon more than $2 million for 
1967-69. In the case of Colombia, the 
loss between 1965 and 1968 of high- 
level labour was put at over $164 
million. And the loss incurred in 1968 
alone by Trinidad and Tobago was 
about $21 million. 

Percentage figures show the effect 
of the migration to developed countries. 
The report states that an estimated 
27.7 per cent of Colombia’s high-level 
manpower emigrated between 1964 and 
1969. About 25 per cent of the 400 
Cameroonian professionals and techni¬ 
cians studying in France from 1967-69 
did not return to their native country. 
The number of similar workers leaving 
the Philippines in 1966 was 1,266, up 
from 382 in 1965. 
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Competitiyeness of Indian Steel Exports 

Samuel Paul 

The siffnficant rise in Indices steel exports in recent years was undoubtedly facilitated by the indus¬ 
trial recession. With the onset of domestic revival, exports have begun to decline. Yet, in the long run, 
steel exports may be worth encouraging. A continued export programme can be sustained only if ade¬ 
quate capacities are built in to produce those categories in which we are most competitive. 

The purpose of this paper is to examine both the short-run and long-run export competitiveness of 
the five major steel categories manufactured by the main steel producers and rerollers in India. The 
'FOB export realisation' has been used to gauge short-run competitiveness, while the ‘domestic resource 
cosf has been employed to measure long-term competitiveness. The five categories have then been 
ranked by these criteria. 

It becomes evident that the conflict between exports and domestic demand-pull might have been 
accommodated if the available billet capacity had been fully utilised. In any case, the conflict points up 
to the need to curtail luxury uses of bars and rods. In fact, the 'domestic resource cost" criterion shows 
up that the opportunity cost of restricting the export of bars and rods has been rather high. 

A better insight into the countnfs comparative advantage in steel can be had by considering the 
major product groups separately. At the same time, estimation of the domestic resource costs of foreign 
exchange for the major product groups, by providing a basis for comparing the relative performance of 
the industries that have been built up in the country, would provide policy-makers useful guidelines for 
future investment decisions. 


THE puri)ose of this paper is to exa* 
mine the export competitiveness of the 
major steel cateRories manufactured by 
the main steel producers and rerollers 
in India. Steel is by no means a homo- 
Rcneotis product. Product categories, 
such as rails, striicturals. bars and 
rods, and sheets, differ in their capa¬ 
city requirements as well as their end- 
luse patterns. The product-mix of the 
steel industry can be varied within li¬ 
mits in the short run, and with greater 
ease in the long run. Both short-run 
production planning and capacity plan¬ 
ning must take into account the compe¬ 
titiveness of steel products so that an 
efficient product mix is achieved. Need¬ 
less to add that, analysis of competitive¬ 
ness is only one side of the coin of ex¬ 
port planning. The other is the assess¬ 
ment of international demand which is 
equally important. A useful starting 
point, however, is the study of compe¬ 
titiveness. 

The major steel categories we shall 
examine are; rails, structurals, bars and 
rotls, sheets and billets. All these pro¬ 
ducts have been exported, although the 
relative importance of each has varied, 
depending on the conditions of demand 
and supply, both at home and abroad. 
From Rs 14.5 crores in 1966-67, exports 
of these categories have gone up to 
Rs 54 crores in 1969-70.^ Thc.se pro¬ 
ducts, however, are not the final pro¬ 
ducts in all cases. Some, like sheets and 
bars and rods, may be further processed 
by other industries and then exported 


as i*ngineering goods of various kinds. 
The competitiveness of the basic steel 
categories should, therefoie, be compar¬ 
ed w'ith that of other goods which use 
steel before one can decide whether to 
push the basic steel items or the fur¬ 
ther processed goods. This type of ana¬ 
lysis, however, will not Ix' attempted in 
this paper. 

The significant rise in India’s steel 
exports in recent years was undoubted¬ 
ly facilitated by the Industrial recession. 
With the onset of domestic revival, ex¬ 
ports have begun to decline, both be¬ 
cause manufacturers have found it more 
profitable to eater to the internal mar¬ 
ket and because ol the restrictions on 
export which have been progressively 
impo.sed by Government. In this pro¬ 
cess of indiscriminate choking of ex- 
ixirts, we may forget the fact that, in 
the long run, steed exports may be 
worth encouraging. While it is possible 
to launch a crash export programme 
when idle capacity exists, a continued 
exixjrt programme can be sustained only 
if adequate capacities are built in to 
produci' those categories in which we 
are most competitive. We need, there¬ 
fore, to rank the products by some 
measure of competitiveness. Further, 
we need also to assess the likely impact 
of the export of the cxrmpetitive items 
on the domestic market. Would their 
export, for instance, restrict the growth 
of important sectors of the economy ? 

In the rest of the paper, we shall 
examine the problems raised above in 


some detail. The problem of export 
competitiveness will be discus.sed In 
section I. The impact of exports on the 
domestic .sector will be analysed in sec- 
licni II. The conclusions of the .study 
will be summarised m section III. 

I 

Analysis of Export Competitiveness 

The export competitiveness of a pro¬ 
duct needs to be gauged both from the 
short run as well as the lung run points 
of view. The criteria used for evalua¬ 
tion will naturally differ, depending 
upon the time perspective adopted. In 
both cases, the basic question to ask is 
whether the domestic resource cost per 
unit of net foreign exchange earned 
justifies the product’s export. 

In the short run, when idle capacity 
exists, the real cost of increasing output 
up to the capacity limit is the cost of 
the variable inputs (indigenous and im¬ 
ported) required for producing the ad¬ 
ditional output. In fact, if the variable 
inputs themselves have no opportunity 
cost, then, from a national point of 
view, th<- real cost of the extra output 
will be zero. On the other hand, if the 
existence of idle capacity is due to in¬ 
put supply bottlenecks, the variable in¬ 
puts themselves may be in shortage so 
that their opportunity cost will be posi¬ 
tive. In the case of steel exports, for 
instance, the Irasic input of steel itself 
is in short supply. Hence, the net 
foreign exchange earning of steel pro- 
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ducts h) the short run should be gaug¬ 
ed in relation to the trae input cost of 
steel. The capital (capacity) cost of the 
steel product is not relevant to the ana¬ 
lysis. 

The criterion adopted for mea.suring 
competitiveness must depend on the 
time perspective of the study and the 
economic condition.v prevailing in the 
industry. Let us define, the short run as 
a periorl of two years. Currently, there 
exists considerable idle capacity in steel 
making, rerolling, rail, structurals, and 
merchant mills. Capacity utilisation in 
i.igot steel manufacture in 1968-69 was 
uhont 70 per cent. In rails, structurals 
and liars and rods, capacity utilisation 
has lu-s-n even less, varying from 50 per 
<'ent to 60 per c<-nt. Similar conditions 
lontiinied to pievail in 1969-70 also. 

We conclude from the above data 
that, increased output of the different 
steel items is possible for the next two 
years without any expansion of capa¬ 
city. During this period, it is the avail- 
uhility of ingot steel that will be crucial 
to stepping up the production of the 
various steel prodints. Since steel is the 
basic scaice input that is required for 
all exportable steel products, it is 
meaningful to u.se the FOB export 
realisation less the cost of direct im- 
ixirted inputs per tonne of the product, 
as the criterion for measuring short-run 
export competitiveness.* •• Categories of 
steel exports may, then, be ranked by 
their FOB realisation per tonne of pro¬ 
duct. The higher the realisation, the 
better the export exanpetitiveness of the 
category. 

In Table 1 we give the value, quan¬ 
tity, and realisation per tonne of five 


categories of steel exports, tdz, bars and 
nxis, rails, structurals, billets, and 
sheets. The data are given for the foiu- 
most recent years. The value of exports 
is reported at the official exchange rate 
and net of subsidies. 

The following conclusions emerge 
Irom th<' data given in Table 1. 

(1) Bars and rods ore the leading 
tategory of steel exports, both in terms 
of tonnage and value. This dominant 
position has been maintained through¬ 
out the period under study. 

(2) The per-tunne realisations of all 
categories have fluctuated substantially 
over the period. However, the trend has 

upward except for billets. The 
per tonne realisations of all categories 
rose steeply in 1967-70, except that of 
billets. It would seem that the realisa¬ 
tion figure for billets fell because over 
one-third of this category consisted of 
ingots. 

(3) The export of shi-ets has all along 
heen marginal though the per-tonne 
realisation has been high. Because of 
the precarious internal supply situation 
and capacity constraint, sheets have 
never figured as a major export. We 
shall, therefore, ignore this category al¬ 
together in the rest of the short-ruii 
analysis. 

(4) Of the steel categories which have 
tieen exported in bulk, bars and rods 
had the highest per-tonne realisation in 
1969-70, though in the preceding two 
years rails held this position. The lead 
ol bars and rods over rails in this res¬ 
pect IS marginal but its lead over struc¬ 
turals III quite substantial in 1969-70. 
The question now is whether this trend 
may be expecteil to cssnlinue—at least 


fur the next three years. In the absence 
of any market forecasts, all one can gay 
is that, of Hie different steel products, 
bars and rods may be expected to have 
a more steadily growing demand in 
view of their general purpose uses in 
construction. Rails and structurals are 
more specialised in nature and may 
perhap.s run into market limitations and 
instabilities faster than would bars and 
rods.* Based on this reasoning, it would 
.seem that bars and rods will continue 
to have a short-run competitive edge 
over other items in the steel industry. 
By implication, if there is a limit on 
the basic inputs required by exportable 
steel products, bars and rods should 
leceive the highest priority. 

(5) The data given in Table 1 show 
billets to lie the most uneconomic 
among steel exports. It makes much 
more economic sense from a national 
jKiint of view to process billets further 
and to exiiort items such as bars and 
rods. Since rerolling capacity is avail¬ 
able on a large scale, extra foreign ex¬ 
change can be earned at practically no 
extra cost, it only the billets are turned 
into bars and rods. 

In the long run, increased production 
will invariably require an expansion of 
capacity itself. The real cost of on in¬ 
cremental unit oi output will now be 
the full cost ol the scarce domestic re- 
.soiirces used up in its production. In 
terms oi export competitiveness, a 
meaningful long-run measure will be 
the domestic re.source cost incurred per 
unit oi net foreign exchange earned by 
e.xporting the product under study. Dif- 
Icrent products may, then, be ranked 
liy their domestic K'source cost per unit 


Tahi-e 1; Value, Quantity and FOB Reausation of Sieel Exports 


Products Category 


1966-67 

1967-68 

1968-69 

1909-70 


Value (Rs. lakhs) 

1179.05 

1823.63 

1834.86 

2461.02 

Bars and rods 

Quantity (Tonnes) 

2,13,352 

3,13,007 

3,08,861 

3,46,823 


Realisation per tonne (Rs.) 

553 

582 

594 

7<0 


Value (Rs. lakh.s) 

43.63 

259.80 

471.29 

901.02 

Rails 

Quantity (Tonnes) 

10,925 

40,716 

74,351 

1,27,317 


Realisation per tonne (Rs.) 

399 

638 

634 

706 


Value (Rs. lakhs) 

155.95 

982.56 

1,941.68 

1.728.89 

Structuials 

Quantity (Tonnes) 

25,956 

1.64,803 

3,28,566 

2,83.591 


Realisation per tonne (Rs.) 

601 

596 

595 

655 


Value (Rs. lakhs) 

n.a. 

358.71 

474.35 

158.73 

Billets 

Quantity (Tonnes) 

n.a. 

75,315 

1,09,668 

54.389* • 


lieulisation per tonne (Rs.) 

n.a. 

476 

433 

292 



70.64 

38,95 

22.31 

12.37 

Sheets 


13,435 

6,372 

3.435 

1,744 



526 

027 

649 



• Exports by rerollers alao included. 

•• Includes 18433 tonnes of Ingots. 

Source: Steel Exporters Association, SU>el Rerollers Association. 
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of net foreign exchange earned. The 
lower the domestic resource cost, the 
greater the export competitiveness of the 
product. 

The domestic resource cost of a pro¬ 
duct i may be defined as to sum of the 
values of the domestic non-exportable 
(non-traded) inputs used in its manufac¬ 
ture valuiid at domestic prices net of 
indirect taxes,* depreciation expenses 
for the use of capacity, and wages and 
return on investment valued at social 
cost. The domestic resource cost per 
unit of foreign exchange earned of pro¬ 
duct i ( ) may be defined as 

_ Sj^ii + -f w, -t - r, 

• F. - ( m'j 4-m',) 

where Xj. = value of indigenous, 
non-cxportable inputs 
supplied from the jth 
industry (net of indirect 
taxes) for the manufac¬ 
ture of one unit of the 
itli item less the value 
of imported inputs re¬ 
quired by X. 

j* 

dj = depreciation charges 
per unit of product i 
Wj = wages per unit of i 
r^ = return on investment 
per unit of i 

F ^ = FOB foreign exchange 
receipt per unit of i 
in’. = GIF value of imported 
inputs (direct and in¬ 
direct) per unit of i 
m"^, = FOB value of exportable 
inputs per unit of i 
I'he numerator of the formula (1) is 
nothing but the sum of the value added 
by manufacture specific to product i 
(pet unit) and the cost ot the non-ex¬ 
portable (non-traded) inputs used up in 
manufacturing product i. Exiwrtable 
inputs are excluded because they are 
not relevant in measuring the compara¬ 
tive advantage of product i. These in¬ 
puts could have been imported at in¬ 
ternational prices for the manufacture 
of product i if their local prices were 
higher. Alternatively, they could have 
been exported if their international pri¬ 
ces exceeded the local prices. The high 
or low costs of input-producing indus¬ 
tries should not influence the appraisal 
of the final product. Ilie only exception 
is where non-exportable inputs such tu 
power, transport, and other localised 
services, are involved. These inputs 
have no international markets and exist 
solely to service die indigenous indus¬ 


tries. Manulacturers have no alterna¬ 
tive but to buy these inputs. The de¬ 
grees ol efficiency of the industries pro¬ 
ducing these inputs wall, therefore, have 
a Iiearhig on the comparative advantage 
of the final product. This is the rationale 
for treating non-traded inputs on par 
with primary factors of production in 
estimating D . 

The d(;nnminator of formula (1) re¬ 
presents the net foreign exchange earn¬ 
ed per unit of product i. The cost of 
th<' direct and indirect imported inputs 
and the FOB value of the exportable 
inputs associated with product i arc 
deducted from the FOB export reali- 
.sation to get the net foreign exchange 
earned per unit of product i. Thus ex- 
purtable «i traded inputs are excluded 
from the domestic cost side as well as 
earnings side. 

Wages and return on investment 
prevailing at any given time may fail 
to reflect their true long-run social cost. 
Hence it is necessary to value labour 
and capital seivices at social cost. How¬ 
ever, a Ktmilai problem may exist with 
rogaril to othei costs too. For instance, 
a case may be made for valuing 
also at .social co.st, since they contain 
wage and profit components which may 
not necessarily reflect their social cost. 
The revaluation of input costs, however, 
is a difficult task and the only ad- 
lustment made here in that direction 
is to estimate these costs net of indirect 
taxes. The methodology we have ad¬ 
opted for estimating D. thus sufliers 
li'oni siveral limitations. 

In the present study, it has not been 
ixissible to use formula (I) for estimat¬ 
ing D. . The main problem was that 
detailed cost data were not available. 
We have relied, therefore, on an in¬ 
direct method for estimating D^. In 
brief, the approach js to start with the 
prices of the major steel categories 
which were determined on the basis of 
cost of production and to estimate 

by subtracting from the prices all ele¬ 
ments ot cost excluding those found in 
the numerator of formula (1). Thus, in 
the case of basic steel items, an appro¬ 
ximate measure of is given by the 

following formula: 


D = 

» 


• (2) 

F — ( m'. + m". ) 

1 1 1 

Since P, 

-S,% + 2:,\ + 2:|r„ 



4 d. f w. + r. -1- m' 

(3) 


where F. = domestic price per unit 
of product i net of in¬ 
direct taxes 


E.. IB value of the domMtic ' 
exportable inputs sup¬ 
plied from the jth In¬ 
dustry for the manufac¬ 
ture of one unit of i 
less the value of im¬ 
ported inputs required 
by E^. and net of in¬ 
direct taxes 

T^.j = indirect tax on the jth 
input required for the 
manufacture of one unit 
of i 

Formula (2) should not be treated as 
generally applicable to all products, but 
us an approximation which is reasonab¬ 
ly valid tor the basic steel items which 
have government-regulated prices. The 
basic price data arc taken from the 
Tariff Commission Report on steel 
prices.** This is the latest published re¬ 
port in which the method of price fixa¬ 
tion and cost structure are explained in 
detail. The price of each steel category 
is arrived at by adding to the input 
costs (varialile and fixed) an element 
of return on inve.stment. While wages 
.ti'c not valued at social cost under this 
method, the rate of return permitted 
may be taken as a reasonable approxi¬ 
mation of its social cost.® By contrast, 
open market pricing would have per¬ 
mitted an abnormally high rate of re- 
tun. 

The main problem with the set of 
prices given in the Tariff Commission 
Report of 1962 is that they are out of 
date. Costs have increased substantially 
since then and the government has re¬ 
vised steel prices subsequently. How¬ 
ever, in the absence of detailed infor¬ 
mation on these price revisions, it is 
unwise to assume that the prevailing 
prices continue to reflect the cost struc¬ 
tures ot the products involved. Instead, 
we have reworked the 1062 prices by 
adjusting them for cost increases since 
1962. For this purpose, we have relied 
on the increases in works cost experi- 
enc 'd by a major steel company whose 
cost structure was the basis for the 
Tariff Commission Report of 1962.^ By 
not adjusting the overheads and return 
provided for the different steel catego¬ 
ries for i-ost incica.ses, we have left 
some room for an underestimate of their 
true domestic resource cost. However, 
this may not vitiate our results seri¬ 
ously for two reasons. First, the major 
part of the cost increases would have 
occiirred in the works costs and not 
in overheads which are in the nature 
of a fixed cost. Secondly, works cost is 
the major component in the cost struc¬ 
ture and we may have accounted for 
a substantial part of the cost increase 
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Table 2 ; 

Domestic Resoubce Cost Ptm 

Unit op Foreign 

Excuance 



F, —Im'. 4 m",) 

D. 

1 

Category 

(Rs) 

($) 

(Rs per $) 

Billets 

493 

48.53 

10.60 

Rails 

676 

78.27 

8.64 

Structurals 

664 

72.13 

9.21 

Bars and rods 

631 

75.73 

8.33 

Sheets 

825 

79.33 

10.40 


that has occurred, even though we have 
ignored the changes which may have 
taken iilace in overhead cost,s. 

Fnnn the adjusted prices thus esti¬ 
mated, w<- must now take out 

(5jEj| I S.r^ + m'|) The inajoi 

inputs (K^ ) usi<I liy steel are 

iron ore and coking coal. 01 these, 

India expoits iron ore only and it should 
he regarded as a traded input. .Since 
coking coal is not exported, we have 
treated it as a non-traded input. In¬ 
direct tuxes on inputs ) and im¬ 
ported inputs (m*^ ) are negligible 
in the steel industry." We have, there¬ 
fore, assumed zero values for these 
terms. 

An estimate ol 1'’^ for eueh pioduct 
group was ohtaiiK’d b\' taking the aver¬ 
age of the FOB export realisation per 
tonne of the group (excluding subsi¬ 
dies) foi the two most recent years, 
1968-69 and 1969-70. The most recent 
r'xperimee ol Indian exporters in this 
field is taken us an indication of what 
F. might lie in the future. From F. 

I I * 

we then subtract in”, an estimate ol 
which is given b> the FOB value ol 
our iion ore export (1.8 tonnes of 
iion Ole pel tonne ol steel). No ad¬ 
justment is needed on account of in’ 
siiu-e it is assumed to be zero. 

On the basis ol the foregoing pro¬ 
cedures and assumptions. D was esti¬ 
mated lor the five basic steel catego- 
ri's. Results of the analysis are n-port- 
ed in Table 2. 

We do not claim that llie domestic 
re onree co.sts, leporlcd in Table 2, are 
triiK representative of the steel industry 
as a whole. The simple fact is that, wc 
did not have access to the cost data of 
all the steel companies. We did, how¬ 
ever, iittnnpt a comparison between the 
company which provided us the data 
and another foi whirh partial cost data 
were furnished in the Tariff Commission 
Report. The' comparison shows that, 
there is a good deal of similarity bet¬ 
ween the pattern of relative product 
costs of the two companies. The steel 
industry and government agencies 
w'hich. unlike the academic researcher, 
have access to the complete basic data 


.lie no doubt in a position to crosscheck 
our findings and rectify the errors in our 
analysis, if any. 

Tw'o broad conclusions emerge from 
our analysis of domestic resource costs. 

(1) The basic steel items being ex- 
jMirted in large ((nantities, viz, rails, bars 
aiul nids, and striieturals, entail domes¬ 
tic resource costs which may well be less 
ii’ifavouiable than the resource costs of 
many othei expoif products. In a com¬ 
prehensive ranking of potential export 
products, rails, striieturals, and bars and 
iods, may tiiin out to be high on the 
let. 

(2) Ol all the basic steel categories, 
bais and rods have, the lowest domestic 
resource cost, followed by rails and 
striieturals—in that order. At the other 
end of the sin'ctniiu are billets and sheets 
which receive low marks in terms of ex¬ 
port i-ompetitiveness. Oui analysis of 
long-run competitiveness thus reinforces 
the bioad findings of the. earlier analysis 
of short-iun comjK'titiveness. 

II 

Impact of Exports on 
Domestic Consumption 

The findings presented above have im- 
poitant polics' implications. The crite¬ 
rion ol ilomestic resource cost tells us 
that within the steel industry, bars and 
mils are the mo.st competitive product 
group and deserve the highest priority 
in teims of export.® Next in order are 
I ails and striieturals. However, whether 
the I’xport of even the most competi¬ 
tive steel product is encouraged will dc- 
jicnd partly on the impact of exports on 
the domestic market. This conflict could 
be paiticulaily acute in the short run 
when production capacity cannot be 
altered. For instanci', it is argued that 
I veil it bars and rods are highly com¬ 
petitive tor export purposes, export 
should not be encouraged because of 
the need to satisfy the expanding de¬ 
mand for the product at home. Im¬ 
plicit in this argument is the notion 
that export of bars and rods will cut 
into its domestic consumption. In re¬ 
solving this conflict, it is essential that 
we assess the extiait and severity ol 
the conflict hetween export and domes¬ 


tic demand. We examine below, ils a 
case in point, the conflict that has 
arisen with respect to bars and tods. 

In 1968-69, when there was little • 
evidence of excess demand,the 
demestic availability of bars and rods 
was nearly 1.25 million tonnes. It 
is difficult to estimate the rate of 
giowtb of demand in 1969-70 over the 
preceding year. If one were to rely on 
the Fourth Plan projections, the con¬ 
struction sector is exiiected to grow 
annually at the rate of 8.6 per cent. 
In the pre-recession years, on the other 
hand (1961-6.5), the rate of growth of 
production of bars and rods in India 
was of the order of 12 per cent per 
veai. To be on the liberal side, let us 
work out the domestic demand for 
hats and rods assuming a growth rate 
of 12 per cent. In 1969-70, the de¬ 
mand would have been for 1.40 mil¬ 
lion tonnes and, in 1970-71, it could 
have gone up to 1.57 million tonnes. ** 
III 1989-70, the net domestic availabi¬ 
lity of bars and rods was 1.35 million 
tonnes. The shortage that emerged 
liuriiig that year, therefore, would have 
been of the order of only 50,000 tonnes. 

In the absence of complete produc¬ 
tion data, it was difficult to guess what 
the magnitude of the demand-supply 
gap would have been in 1970-71. It is 
inipoitant, however, to note that the 
total billet capacity in the country is 
2.4 million tonnes. Even after meeting 
the domestic demand for 1.57 million 
tonnes of hais and rods, there will be 
eapaeity left for making 8 lakhs tonnes 
of bars and rods in the current year 
even if we leave 10 per cent idle capa¬ 
city. 11 exports weie to continue in 
1970-71 at the same U'vel as in 1969- 
70 (3.47 lakh tonnes), there should, in 
lact, be no difficulty in reconciling the 
domestic and export demands. In other 
words, aileijuate billet capacity exists 
today to aeeoinmodate the demands of 
both domestic users and exporters of 
liais and rods for at least the next two 
years, and there is no need to sacrifice 
exports lor the sake of domestic con¬ 
sumptions. 

Of course, all this may sound aca¬ 
demic to those who are familiar with 
the problems in improving the utilisa¬ 
tion of existing steel capacity. The fact 
remains, how'cvei. that failure to fully 
utilise available billet capacity lies at 
the rixit of the conflict between the 
domestic and export demands for bars 
and rods. 

Given the prevailing situation in the 
steel industry, it is realistic to admit 
that, a genuine conflict has emerged 
between the demand for dcmiestic con- 
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sumption of bars and rods and exports. 
From a national viewpoint, there are 
at least three ultemativ(‘s open to the 
country which need to he considered 

(1) Ban the c-xiiort of bars and rods; 

(2) Produce more bars and rods foi 
export at the cost of rails and struc- 
turals; if domestic consumption of bars 
and rods is not to be curtailed, then, 
more billets can l>e diverted for the 
export of bars and rods only -by deny¬ 
ing blooms to the rails and stnietural 
mills; and (3) Export bars and rods at 
the eost of domestic cum.sumption. 

(J) Banning Exports of Bars and 
Rods: 

We' have seen alwve that, bars and 
rods are a leading, and perhaps the 
most . competitive, foreign exchange 
earner in the steel industry. Given the 
nation's acute need for foreign exchange 
and the high priority attached to ex¬ 
ports as reflected in the 7 per cent 
growth rate proposed in the Fourth 
Plan, it would be most unwise to 
think of banning, or even reducing, the 
export of bars and rods. Further, the 
export market for this item has been 
built up over a period of years through 
painstaking efforts. To cut off this 
market abruptly will be inconsistent 
with all the pronouncements on the 
export policy of the country. Banning 
exports is, therefore, not a remedy that 
should be considered seriously. 

(2) Export at the Cost of Rails/ 
Structurak/Billets : 

If domestic consumption is not to be 
curtailed at all, export of bars and 
rods can take place hi the short run 
only at the cost of other steel exports, 
since the production oi all items mu.st 
ije met from a limited supply of scarce 
steel inputs. An obvious alternative is to 
step up the export of bars and rods 
by reducing billet exports. This, clear¬ 
ly, will result in a net increa.se in foreign 
exchange earning for the country at 
practically no extra cost at all. The 
argument could be extended to struc- 
turals also, since its per-tonne realisa¬ 
tion seems to have fallen significantly 
below that of bars and rods—^perhaps 
because of the relative instability of 
the external market. 

The case for cutting down on rail 
exports is not so self-evident. For one 
thing, the per-tonne realisation of rails 
is comparable to that of bars and rods. 
Rail exports do not hurt domestic con¬ 
sumption. There is, however, an indirect 
way in which rail exports may hurt 
bars and rods. Rail capacity could be 
used for the production of billets abo. 
To the extent that export quality rails 


have a larger per tonne capacity require¬ 
ment than dome.stic rails, rail exports 
result in less capacity Ix'ing available for 
billet production which could have been 
used for the exixjrt of bars and rods.’* 
Thus the oppoi (unity cost of export rail 
production can be much more than the 
cost of its steel input, as the capacity 
limit is approached. 

While the high opportunity cost ol 
export rail production may not be ap¬ 
parent in the short run at a time when 
idle rail capacity exists, the picture will 
change dra.stieally when expansion oi 
capacity is contemplated. The long-run 
growth ol c.\poits will require investment 
for expanding the production capacity 
for various steel categories. If the capi¬ 
tal cost per tonne of export rails is 
higher than that of bars and rods or 
structurals, then, the rate of return on 
the investment for rail capacity will tend 
to be lower than that for bars and rods 
or structurals. Thus, though in the short 
run, rails appear to be al>out as good 
for export as bars and rods, in the long 
run, it may not be as worthwhile from 
a national point of view. At this stage, 
we merely want to draw attention to 
this possibility, hut no definite conclu¬ 
sion can be drawn, since we have not 
been able to get the basic data requir¬ 
ed for .such a comparative an.alysis oi 
rates of return.** 

If domestic considerations require 
that less of bars and rods be exported, 
obviously foreign excilange earnings will 
be hit. It would therefore make more 
economic sense to curtail the export of 
items, such as billets and structurals, 
which earn less per tonne and divert the 
scarce steel inputs foi maintaining the 
export level of bars and rods. 


2 Reinforcements 

Industrial construction 
Railways 
Agriculture 
Other sectors* 

Social services (government) 
Private scitor coiistniction 


(3) Ex}H>rt at thr Cost of Domestic 

Coiisurnptiou: 

The third altcrnativr' suggested above 
is to maintain the level ol exports of 
bars and rods by dcusiiig the domestic 
markel its full rerjuirements of the pro¬ 
duct. Obviously, the growth of certain 
sectors will be hit unilei this alterna¬ 
tive. In assessing this alternative, then, 
it is neccssaiy to find answers to two 
questions. First, which sectors will be 
hurt by the export of bars and rods and 
how serious will the consequences be 
for the economy at large? Second, if 
the consequences are serious, what can 
be done to minimise the, impact without 
curtailing the export of bars and rods? 

End Uses oi- B.mis and Rods 

Bars and rods arc used in manufac¬ 
turing as well as in construction activi¬ 
ties. According to the National Council 
of Applied Economic Research, appro¬ 
ximately 50 per cent of the demand for 
bars and rods in 1970-71 will l>e for 
u.se by manufacturing industries.*'* 

Let us examine the end uses of bars 
and rods in construction in greater de¬ 
tail. Here again, the NCAER projec¬ 
tions provirle the only basis for analysis. 
Table 3 gives the pattern of end uses in 
construction projected for 1970-71. 

The pattern of end uses of bars and 
I oils, and not the projections in absolute 
teims is of interest to us. Even if the 
absolute estimates given are unlikely to 
be achieved, we may assume that the 
pattern of consumption in terms of rela¬ 
tive shares might be iiioie reliable. 

Frian the data given in Table 3, it 
appears that piivatc construction is the 
single largest user (.32 pi'r cent) of bars 
and rods usi'd for leinlorcement. When 


128,361 


5.87 

108.714 


4.97 

167,182 


7.64 

220,000 


10.00 

353,000 

1,009,0(K) 

16.14 50.3 


Total 2,186.000 100.0 


• Power projects, irrigation, ports etc. 


Tabi-e 3: PBojEtriKD I’ai ieiin of End U.ses oi Baiis and Rods, 1970-71^ 
Uses 


Quantity 

(tormes) 


Share 
(per cent) 


1 Manufacturing industries 


1,087,000 


49.7 


122,057 


5.58 
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.'•ot'iii) siTvict’s (Ixjildiitg uf schools, hos¬ 
pitals. <'lf) air added, these two sectors 
togrfliri are exi>e.cted to consume nearly 
52 p<T cent of all liars and rods that go 
into csinstructioD. If the domestic con- 
siimptioii of hurs and rods is curtaileil, 
other sectors, such us iiKliistiy, riiilw,iys, 
and irrigation. ai<' tlir lea.st likely to 
feel the pinch, since they may gi’t highci 
priority throngh goveriiment ullocntions. 
The brunt of the liindeii will la- felt by 
private residential construction, and per¬ 
haps to a lesser extent by .social .services. 
H social .services aie also taken care of 
thiough allocation of (|uotas, the cen¬ 
tral problem boils down to an appraisal 
ol the conse<|iieiic»'s ol a sipieeze on 
private residential constiiiction. 

The most obvious conseijiiencc that 
can be predicted is that the volume of 
private residential construction will not 
glow at the desired lale. What are its 
implications from a national point of 
view? 

(1) Bars and rod.s aie most widely 
used for coristiuefioii ol inultistoreyed 
buildings in urb.iii areas. Rural hous¬ 
ing, especially lor the lower income 
groups, need not be hit if a shortage 
ill bars and lods eineiges. This is an 
important aspect to bear in mind in 
today's conditions when socio-political 
laetois have assumed mereased signifi- 
eance. 

(2) Housing loi the middle and up¬ 
per income groups, particularly in ur¬ 
ban aieas wlieie inultistoreyed buildings 
are becoming increasingly popular, will 
be hit by the sfiueeze on bars and rods. 
This naturally will entail sotw hardships 
for certain .segments ol the population 
On the othei hand, one might aiguc that 
the burden will lie felt by gioups which 
are most capable ol liearing it. The 
veiy fact that the GoviTiirncnt has not 
accoided any priority to iirlian construc¬ 
tion confirms this point. 

(.1) A sborlagi' ol bars and rods lor 
constiiiction might leail to a more eco¬ 
nomic use of this pioduel. According to 
mail) cspeits. constiiiction in India is 
chaiaelciised by an overuse of stti’l.'-' 
A sboilage, and the eoiiseipient increase 
111 cost, may loiee users to economise on 
the use ol bais am! lods. II this iimeh- 
iieeded tieiid develojis. the adverse im¬ 
pact on th«' volume ot piivale rxiiistiuc- 
tion inav not be as seveic as many 
vMiiild imagine. 

I’tni'.'Miai, S.wiM.s IS .Sum 

CoN.SOMPI ION 

Technological progress m recent >eais 
has made it possible to plan ways and 
means ol eeoiiomising on the use of bars 
ami lods ill constiuctiun. Two tyi>es of 


savings have been .suggested by experts 
us feasible under Indian conditions. 

(1) Improvements in structural designs 
can be introduts'd so that less of steel 
will be reipiircd for reinforcement. 

(2) Newly devr-lopcd defoiined bars 
can be substituted for ordinary mild steel 
bars and rods. The two important 
biands of deformed bars being inaiiii- 
factured in India today arc “Torstecl’’ 
and “Tistrong”. It is estimated that, as a 
lesult of structural design improvements 
and the. use of di'fonned liars, a saving 
of nearly 40 per cent is possible in con¬ 
struction.” In other words, of the one 
million tonnes of bars and rods retjuired 
for reinforcement as per Table .3, four 
lakh tonnes could lie saved as a result 
of these two reforms. 

Oliviously, the proposed changes can¬ 
not he introduced overnight. The use of 
deformed bars is growing, and the real 
problem is a shortage of billets for its 
production. It is not difficult to see that, 
increased production of deformed bars 
will ease the problem facing the con- 
stmetion industry. Given the supply 
constraints operating in the economy, 
increased production of high tensile de¬ 
formed liars would seem to be an ef¬ 
fective answer if llu- adverse impact of 
the export of bars and rod* on domes¬ 
tic construction is to he minimised. 

Reforms in structural designs and 
adoption of new standards may take 
long to yield significant results. Users, 
including engineeis, need to be educat¬ 
ed on the new developments. Systema¬ 
tic efforts will have to be made to in¬ 
fluence government department practi¬ 
ces relating to con.struetioii. Though 
these changes may lake time, efforts 
in this direction will yield the country 
a greater pay-off rwenfually than a 
shortsighted policy of slashing the ex¬ 
port of bars and lods w’hieh might be 
the exiiedient thing to do in the short 
run. 

Ill 

Conclusion 

In this paper, we have examined the 
export competitiveness of five basic 
categories of steel, tdz, billets, rails, 
.structurals, bars and rods, and sheets. 
A measure of the short-run coiniieti- 
tiveiK'ss was given by the FOB export 
lealisation per tonne of the different 
pioducts. The ciiteriim of domestic 
resource cost per unit ot net foreign 
exchange earned was used as a mea- 
.sure ol long-run conipeMtiveness. The 
five product groups were then ranked 
according to both measures. The major 
I'onclusions of the study are as follows; 


(1) In terms ot short-run competi¬ 
tiveness, bars and rods led other pro¬ 
duct categories in 1969-70. If the pre- 
ci’ding two years arc also taken into 
account, rails turn out to be even more 
cuinpotitivc than bars and rods. How¬ 
ever, bars and rods may be expected 
to have a more steadily growing de¬ 
mand in view of their gener.d purpose 
uses in construction, than rails and 
structiirals which may run fastei- into 
market limitations and instabilities. 

(2) Judged by the domestic re- 
.source cost criterion, which can lie 
interpreted as a measure of long-run 
competitiveness, bars and rods are the 
most competitive steel category follow¬ 
ed by rails and structurals—in that 
Older. The least competitive item is 
liillets. The ranking provided by the 
criterion should be, of considerable in¬ 
terest to those who plan the country’s 
export strategy. 

(.3) Bars and rods, rails and, struc- 
tiua'ls, have figured prominently in 
the steel exports of recent years. How¬ 
ever, with the revival of domestic de¬ 
mand last year, restrictions have be,en 
progressively imposed on the export of 
bars and rods. An examination of the 
conflict between exports and domestic 
demand-pull in liars and rods shows 
that both claims could have been ac¬ 
commodated if only the available billet 
capacity had In'en hilly utilised. Even 
il the latter alternative is not feasible, 
it would be preferable to put tlie 
squeeze on domeslie consumption than 
to ban the export of liars and rods. 
The eonflict whieh has emerged points 
up the need for curtailing the luxury 
uses of bars and lods. But for the 
ninking provided by die domestic re¬ 
source cost criterion, it may not at all 
have been obvious that, the opportu¬ 
nity cost of restricting the export of 
liars and rods was rather high. 

(4) Estimation ol the domestic re¬ 
source costs of foreign exchange of the 
major iiroduct gionps in the country, 
will provide us a basis ior comparing 
he relaUva perfbnnanoe of the indus¬ 
tries which have been built up. To be 
meaningful, the analysis should be at¬ 
tempted at a fairly disaggregated levd 
and for all important products. We 
have shown above that we can get 
better insights into our comparative 
advantage in steel if we examine its 
major product groups separately. The 
ranking of industries, based on an ade- 
(juately disaggregated analysis cf 
domestic resource costs, would give 
pdiey-makers useful guide-lines lot 
future investment decisions. 
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Notes 

1 According to the Steel Exporters’ .5 
Association of India. 

2 Strictly .siK-aking, the criterion' 
should he the bl(x)in requirement 
per tonne ol each product category, 

.since the basic input common to all 
is the bloom. There will be some 
loss of weight (yield) as the proces¬ 
sing continues from one stage to the 
next. Further, if special export qua¬ 
lity or speciheation.s are to be met, 
the loss will be even greater. We 
have not Ireeii able to estimate the 
yield differences for lack of data. 

FOB realisation per tonne is, there¬ 
fore, retained as the criterion in 
spite of this limitation. 

.3 Nearly two-thirds of oui exports ol 
structurals have Iwen to two coun¬ 
tries, the Soviet Union and Iran. 

4 Whether non-traded inputs also 
should bo excluded is a debatable 
point. We follow Cordon’s proce¬ 
dure ol leaving them in. See Corden, 

"ITie Structure of a Tariff System 
and the Effective f’lotcctioii Rate”, 
Journal of Political Econonn/, 

June 1966, pp 221-.37. 

5 Tariff Commission, Report on the 
Fair Ex-Works Retention Prices of 
Steel, 1962. 

6 The rate ol return permitted in 
, .steel pricing is 12 per cent. No firm 

estimates of the social rate of return 
is available, llarherger has estimat¬ 
ed a social rate of return for Indian 
industry of 1.3 per cent. Sec his 
‘Inve-stment in Man o.s Investment 
in Machines; A Case of India' in 
Anderson and Bowman (editors), 
“Education and Economic Uevelop- 
ment”, Aldino Press, Chicago, 1965. 

7 While we have relied on th<! data 
furnished by this company, we have 
neither examined any internal re¬ 
cords nor compared the data with 
those of other steel companies lor 
reasons explained earlier. 

8 Indirect import content may be sig¬ 
nificant, but we have ignored this 
aspect in view of the paucity of 
data. 

9 We assume that, .since our share of 
the world market is negligible, the 
elasticity of foieign demand foi' our 
bars and rods is infinite.. 

10 Except towards the end of the yeai 
when shortages began to be felt. 

11 Note that the estimate is for domes¬ 
tic consumption only." 

12 This problem will arise only whr'ti 
normal billet capacity has been lol¬ 
ly utilised. Export rails are 18 met¬ 
res in length as against lha 13 
metres of domestic rails and require 
frequent roll changes. 

13 The domestic resource cost crite¬ 
rion gives some evidence on this, 
Init is by no means completely sa¬ 
tisfactory since we have no separata 
data on the ri'source costs of spe¬ 
cial export rails. 

14 NCAER, "Long-Term Projection* 
for Iron and Steel”, (1968), p 141. 
There is some (lonfiision on tiiis fi¬ 


gure, as on p 82 of the same report 
the estimate given Is 23 per cent. 
See G S Ramaswamy, ‘Revolution 


in Rciiilorcing Steel’, The Hindu, 
March 23. 1970. 

16 IMd. 
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jLIiftferstandiiig Occupaitiolial 

I P Desai 
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Occupational change has been understood largely as change in the activities of the members of a 
society to earn their livelihood. The change is observed in terms of changes in the distribution of these 
activities in the socio-economic structure of society. From this it is only a step further to describe clumge 
by classifying activities in terms of role expectations and positions and evaluation of these role positions. 

Insofar as the social implications of these occupational changes are concerned, generally recourse is 
taken to study of oc cupational groups, their social characteristics, psychology, etc. In these types of study, 
social mobility is a favourite subject. 

All this is useful. But there is a feeling of inadequacy about these studies, insofar as they are taken 
as indicators of social change. This feeling of inadequacy can be pinpointed to activities being made the 
central point of observation and analysis and their being related to some of the economic, social and 
psychological attributes of different occupational groups. 

But the question that arises is: can a mar. not continue the same activity and yet change his per¬ 
son, I e, his social relationships? Also can a man not change his activity and not change his social 
relationships? 

The point of departure of this paper is the affirmation that a man can change his occupation and yet 
not change his person and vice versa. This affirmation requires us to shift the centre of attention from 
activity to person, i e, to social relationships. It is suggested that irrespective of the number and variety 
of occupational activities and the number of persons engaged in them, there could be occupational change 
if there is change in social relationships. It is further submitted that in India occupational change in this 
sense is taking place more widely than statistics of change in the number and variety of activities 
suggested. 


1 

OCCUPATIONAL change has been 
largely understood as a change in the 
activities of the members of a society 
to earn their livelihood. The change 
is observed by the increase and de¬ 
crease in the distribution of these acti¬ 
vities in the socio-economic structure 
of a society. This is done by count¬ 
ing the number of persons engaged in 
different activities. This is what is 
done in our Census m the industrial 
classification of workers. 

Different types of activities involve 
different degrees of manual labour and 
of skill. Occupations are also classifi¬ 
ed on these bases into manual, semi¬ 
skilled. skilled and so forth. Sometimes 
tlioy are al.so reterrecl to as white- arid 
blue-collar on these bases and also on 
the basis of remuneration - wage and 
salary. 

It is only a step further from this 
classification that change is described 
by classifying these activities in terms 
of role expectations and positions and 
evaluation of these role positions. The 
change is then described in terms of 
these statuses such as managerial, su¬ 
pervisory, manual, etc. 

The expressions, opportunity struc¬ 
ture or opportunities and accessibility 
to them, are also used with reference 
to the number of iobs and their avail¬ 
ability. These depend on economic 


and technological developments. In the 
ways mentioned above of observing 
the occupational opportunity structure 
or occupational change, the types and 
number of activities and the number 
of men engaged in them are the ob¬ 
jects. Description and analysis based 
on these observations do give us a 
picture of occupational structure and 
occupational change. It has also the 
advantage of measureability. It has 
also relevance and usefulness with re¬ 
ference to general economic develop¬ 
ment, technology of production, etc. 

Insofar as, the social implications of 
these occupational changes are con¬ 
cerned, generally recourse is taken to 
the study of occupational groups, their 
social characteristics, their psychology, 
etc. In these types of study, social 
mobility is a very favourite subject. 
All that is useful. But there is a feel¬ 
ing of inadequacy about these ways 
and the studies based on them, insofar 
as they are taken as indicators of so¬ 
cial change. The feeling of inadequacy 
could be pinpointed to the activities 
being made the central point of ob¬ 
servation and analysis and relating 
them to some of the economic and 
social and psychological attributes of 
different occupational groups. Some 
knowledge has been gained from these 
studies and that need not be ignored 
or thrown away. But the question that 
arises is, can a man not continue the 


same activity and yet change his per¬ 
son, i e, his social relationships, his 
relation to other men? Also, can a 
man not change his activity and remain 
the same person, e g, when a sweeper 
in the village is employed in the rail¬ 
ways as a sweeper ? 

The observations in India make us 
inclined to answer both the above 
questions in the affirmative. Probably 
the similar affirmative answers would 
be obtained if the past of some of 
the societies called developed, and the 
present of some of the societies called 
developing, are studied. But the point 
of reference in this paper is the Indian 
case. It is affirmed here that a man 
changes his occupational activity, that 
is the activity to earn his livelihood, 
and yet he may not change, his per¬ 
son, and that a man may not change 
his occupational activity but his person 
might be changed. The affirmation is 
the point of departure of this paper. 

The above affirmation requires us 
to shift the centre of attention from 
activity to person, i e, to the social 
relationships in which he is involved 
while engaged in the activity to earn 
his livelihood or the social relation¬ 
ships in which he enters when he chan¬ 
ges that activity. This does not mean 
that activities are to be ignored. In 
fact, when empirical observations and 
analysis are to be made keeping the 
social relationships as the focus, the 
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place of activities in the study will 
have to be determined. It may hap¬ 
pen that the question of determining 
its place might not be answered satis¬ 
factorily. The difficulty of making the 
'empirical studies from the view that 
will be presented below might turn out 
to be the weakness of the view. But 
that is likely to be an operational diffi¬ 
culty. The view is very simple and is 
not new. We would say that irres¬ 
pective of the number and variety of 
the occupational activities and the 
number of persons engaged in them, 
there could be occupational change if 
there is a change in the social relation¬ 
ships of the man engaged in the acti¬ 
vity to earn his livelihood. It is fur¬ 
ther submitted that in India occupa¬ 
tional change in this sense is more 
widely spread than the figures of change 
in the numljer and variety of activities 
might show. 

It is here that the particular activi¬ 
ties and the social relationships of the 
man engaged in them could be select¬ 
ed for observation. But for proceed¬ 
ing from occupational change to social 
change the social relationships of the 
occupational activity will have to be 
made the centre of attention and will 
have to be related to the wider social 
structure and the type of society. That 
is not an easy task. But it is worth 
attempting. What is attempted in what 
follows is to illustrate this understand¬ 
ing with reference to the Indian case. 

II 

In any society at a given point of 
time there is a given division of labour 
and specialisation of functions or acti¬ 
vities. This could be taken to mean 
a degree of differentiation in activitie' 
and the roles and positions associated 
with them and the organisation of 
these activities and status roles at a 
particular point of time. This differ¬ 
entiation and organisation of the role 
positions would be understood as the 
occupational structure of a society and 
that could be further understood as 
the way in which human labour in that 
society is distributed or allocated. 

This mechanism of disposition of 
human labour is a part of the general 
mechanism of allocation of other non- 
occupationai roles in the society. It 
could be taken as an aspect of the 
nature and manner in which the hu¬ 
man beings relate themselves ir. the 
wider society. This mechanism in¬ 
volves other sub-systems or institu¬ 
tions in the society and the occupa¬ 
tional structure also consequently re¬ 
lates itself to those other sub-systems 


and the systems of norms, values and 
beliefs. The last mentioned system is 
supposed by some to be autonomous. 
But there is general agreement that the 
other systems and the allocative me¬ 
chanism do interact with one another. 

It could be thus seen that the occu¬ 
pational structure of society is inti¬ 
mately related with the wider structure 
of society and that the occupational 
activity to earn one’s livelihood in¬ 
volves an individual with other indivi¬ 
duals, thus ostahlishing social relation- 
.ship.s with them. For the purpose of 
understanding the social implications 
of change in occupational structure or 
occupational change, occupational ac¬ 
tivity could be understood also as a 
social relationship between an indivi¬ 
dual and another individual or group 
of individuals or between a group of 
individuals and another group of indi¬ 
viduals. The rules regulating these 
relationships and the structure created 
by them could as well be the object of 
observation for understanding the oc¬ 
cupational structure and occupational 
change and its social implications. 

The rules governing these social 
relationships could be distinguished 
according to their nature as customa¬ 
ry, traditional, status determined and 
legal or contractual. Occupational 
change could thus be understood as 
change in the relationships between 
individuals. The social implications ol 
this change are that it affects the whole 
gamut of relationships in which the 
individual lives in the rest of the so¬ 
ciety. How this sort of change in 
occupational relationship affects the 
other systems and how the other sys¬ 
tems affect these changes is a relevant 
question and it can be the subject ot 
particular studies. 

in 

TTie occupational structure of con¬ 
temporary India will be better under¬ 
stood by the comparative view of that 
structure, say in the late 19th or early 
20th century. India’s main occupa¬ 
tion was agriculture. Agriculture was 
an open occupation in the sense that 
anybody irrespective of his caste or re¬ 
ligion could take to it. But there were 
such difference as between owning the 
land and tilling it. The UP Brahmin, 
even the poor one, though he owned 
the land did not till it due to a reli¬ 
gious belief attached to his caste or 
“varna” position. The other Dwija 
castes without the religious belief did 
not till the land but owned it. They 
either got it tilled by the labour of 
others or rented it out to others. The 


other castes owned their land and 
tilled it themselves and also took 
other's land to till, in addition to their 
own. Some others tilled the land taken 
on rent only. Others never possessed 
or rented land but only tilled it as 
labourers. Agriculture thus implied so 
many status roles and not only one. 

The occupational roles of village 
artisans such as Carpenter, Black¬ 
smith, Potter, Tailor and Barber were 
caste determined and the skills were 
acquired in the family at the work¬ 
bench. The occupational relation¬ 
ships in these occupations were what 
arc known as ’'Jajmani” relationships. 
Weaving of cloth was a caste inheri¬ 
ted occupation and it was done large¬ 
ly in the home of the weaver. But 
the raw materials were supplied by 
the trader and the cloth was owned 
and sold by him. 

Thus what type of activity would be 
allotted to an individual was largely 
determined by his birth in a family 
and a caste. The relationships bet¬ 
ween say a carpenter, tailor or an agri¬ 
cultural labourer and the owner of 
land or between a weaver and the 
trader, including the remuneration fr 
labour, were governed by tradition and 
custom. In a broad way It could be 
said that it was not so much the acti¬ 
vity as the person that a man demand¬ 
ed and it was not so much the acti¬ 
vity as the person that a man offered. 
Work and person were not separated 
to the degree that they are separated 
today. Labour was not a commodity 
that was sold and bought and there 
was no labour market and no labour- 
force as there is in contemporary 
India. That is the big change In occu¬ 
pational relations and occupational 
structure, i e, the way in which human 
labour is disposed in contemporary 
Indian society. 

This change has cut at the relation¬ 
ship between occupation on the one 
hand and the family, caste and the 
village community on the other hand. 
There is an opinion, also with the 
force of some evidence behind it, that 
the members of a particular caste of 
an agricultural labourer still remain 
largely agricultural labourers or carpen¬ 
ters become carpenters in a factory or 
weavers become weavers in a textile 
mill. If this is happening it is due 
to historical reasons or due to indivi¬ 
dual circumstances. But that does not 
damage the contention of this paper. 
What is important is that the members 
of these castes can and do choose to 
go to any other occupation. Or, they 
may even choose to starve and no em- 


10B5 



ECONOMIC iuao . 



pioyer can compel them to work for 
him as he could do in the past. Free¬ 
dom of the individual characterises the 
new occupational structure of India, 
whether the occupational activity is un¬ 
skilled manual, semi-skilled, skilled, 
white-collar, blue-collar or profession¬ 
al. 

Judging by the percentage of popu¬ 
lation dependent on agriculture, India 
is an agricultural society. But judging 
by the existence of an agricultural 
labour force and a labour market, by 
the production of goods for the mar¬ 
ket, and by the investment of capital 
in agriculture, the character of agricul¬ 
ture has changed. Agriculture is no 
longer subsistence agriculture, and a 
way of life. It is becoming an indus¬ 
try. Land has also become a commo¬ 
dity to be sold and purchased in the 
market and it is merged with capital 
as a factor of production. Thus capital 
and labour become two important 
factors of production governed by 
the mechanism of the market. Free 
capital and free labour to be used any¬ 
where by anyone for the production i 
any commodity are the two factors 
which made possible the new dispo.si- 
tion of human labour in Indian socie¬ 
ty. The emergence of labour as a free 
commodity has affected the occupa¬ 
tional structure of India giving rise to 
the class of workers who sell their la¬ 
bour in the market. Free capital has 
given rise to the class of owners and— 
managers of capital. The new forms 
of economic organisation which never 
existed in the past could not be possi¬ 
ble without free labour and free capi¬ 
tal. 

Free labour needed free capital and 
the market in which the demand for 
and supply of labour met. The price 
mechanism plays an important role 
here. New forms of economic organisa¬ 
tion also became necessary to meet 
the exigencies created by the labour 
and capital markets. Thus the new 
occupational relationships are very 
closely associated with the new econo¬ 
mic institutions. 

The rise of owners of capital, entre¬ 
preneurs or managers of capital and 
free labour force made possible the 
change in the variety and quantity of 
goods and services produced for the 
market and not for subsistence or 
immediate consumption. This in its 
turn opened the way for the changes 
in the technology of production. This 
change in its turn created a number 
of new activities requiring different 
skills which could not be acquired in 
the homes at the work bench. That 


required a new system of training. This 
had its consequences for the educa¬ 
tional system. These new activities 
resulted in creating greater division of 
functions and specialisation with diffe¬ 
rent remunerations and rewards. This 
has given rise to a new hierachy of 
status roles and relationships in 
which the incumbents to the role posi¬ 
tions enter. These relationships have 
a very wide range and they are also 
more indirect, and general. The rules 
governing these relationships are not 
based on custom and tradition but on 
law. TTiey are impersonal in a differ¬ 
ent sense from custom and tradition 
which are also impersonal to a degree. 

It is also necessary to note that 
these changes in the nature of occupa¬ 
tional relationships were first ushered 
in by the British government in the 
government directed activities. That 
government itself was organised on 
principles different from those on which 
government was organised in India 
before the British took it over. It 
was for the first time in India that the 
state recognised the individual and his 
freedom in theory. In practice there 
were limitations because of the colonial 
nature of the government. But the 
free worker and free capitalist were 
the child of British rule in India. This 
contribution of the political system to 
the occupational structure need not be 
confused with the failure of British 
government to rear up its own child. 
The nature of the state itself was 
such that it could rear up its child at 
its own disadvantage. So that task was 
left to the government of free India. 
The first employers under the new 
occupational relationships and organisa¬ 
tion were the British government in 
India. It is also probable that their 
first demand was for white-collar 
employees and not so much for the 
technical employees. Actually what 
are called industrial occupations in any 
sizeable number came much later, say, 
during the First World War and there¬ 
after. 

The preference for white-collar and 
government occupations was created 
first because of the nature of employ¬ 
ment, i e, the occupational relationship 
and also liecause of status considerations. 

The new occupational relationships 
were well defined and specific between 
the persons occupying different posi¬ 
tions in the establishment. One could 
enter into them by definite procedure 
known to every one, provided the 
incumbent had requisite qualifications. 
It was a contractual relationship which 
could be dissolved by either party 


again according to well laid down pro¬ 
cedure. The hours of woric and 
remuneration were fixed and bindiiig 
on both the employers and the 
employees. 

The occupants of the white-collar ‘ 
government positions acquired certain 
status and respect in their own society. 
This respect and status probably had 
some relation to the power and autho¬ 
rity that the posts carried with them. 
Also the white-collar positions required 
certain educational qualifications. That 
was an additional element which gave 
respect to these persons. Moreover, 
most of these positions were in the 
urban areas where the occupants of 
these positions could live in a parti¬ 
cular style. 

Thus the role of the political system 
in bringing about the change in the 
occupational structure and in affect¬ 
ing the disposition of human labour in 
society is very vivid in the Indian case. 

IV 

While this development is not denied, 
it is argued by some with force of 
evidence behind the argument that the 
old order is still existing and it is not 
so weak as it is presumed to be. One 
comes across from responsible persons 
siK'h expressions as that “India is in 
the age of both the jets and bullock 
carts”. This is a very expressive way 
of describing the situation. But we 
must guard against slipping into the 
belief that this is something peculiar to 
India. Somehow or other we have 
avoided the question arising from the 
situation. It is very legitimate to ask, 
when the two orders, one based on 
tradition and custom and the other 
based on law, exist together, is their 
relationship like water and oil or do 
they interact? The answer is that 
they interact. The further question 
is; what emerges out of that interac¬ 
tion? 

Differences exist and will continue 
to exist regarding the nature of this 
interaction and the nature of the re¬ 
sultant. There is a tendency among 
the social scientists and general social 
thinkers to avoid these questions. This 
tendency has been more in evidence 
after Independence. One of the rea¬ 
sons is that our thinking has become 
more analytical than at any time dur¬ 
ing the last 150 years. The evaluative 
type of thinkers are confronted by 
them and that also makes assertions 
difficult. That is not a sign of decay 
but one of development in the 
intellectual level of Indians. While 
we are concentrating more on what 
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is aa efficient social order, we seem to 
be believing that the question what is 
a good social order is not the concern 
of the social scientist. This gives a 
'feeling of sterility or impotency of 
analytical thinking. Evaluative type 
of thinking and analytical type 
of thinking are not incompatible with 
or inimical to one another. The pre¬ 
sent development seem$ to be a little 
one-sided. In contrast to this deve¬ 
lopment, in the minds of the social 
thinkers of the 19th century in India 
the nature of the resultant was 
uppermost. While many of them ap¬ 
proved and advocated the changes in 
the institutions such as marriage, 
famdly, caste, education, etc, they also 
verbally defended the Indian culture 
as they understood it. Very few under¬ 
stood the process of change but they 
desired the future type of Indian 
society to be the one as it existed 
then in England. It was referred to as 
the Western society in general. But 
some of them were not sure of what 
was referred to in general terms as 
Western culture. 

Regarding the process of interac¬ 
tion, their position was based on their 
understanding of the resultant of 
interaction. Consistently with their 
ambivalence towards the new culture, 
they also advocated slow evolutionary 
change and the co-existence of the old 
and the new. Some fthe extreme 
rationalists) understood it as a con¬ 
flict between the old and the new and 
believed that the old was not desir¬ 
able and that its future was doomed. 
They also advocated the new culture. 
So some understood the nature of 
interaction as that of co-existence, co¬ 
operation and competition between 
the old and the new order. But some 
also understood it as that of conflict 
between the two. Gandhi called the 
future Indian society culture as Ram 
Raj. 

In the 20th century after Gandhi’s 
death Nehru defined the future order 
as that of a socialistic pattern, 
.socialism etc, and that continues today. 
He also followed the policies of 
co-existence of private and public .sec¬ 
tor, or of mixed economy, i e, capitalist 
as well as socialist. Yet the ideal 
society according to him was the 
socialist society minus political dicta¬ 
torship of socialist society with 
parliamentary form of government of 
British type. After Nehru's death the 
slogan of socialist society has become 
more widespread than during his life¬ 
time. But it has also become more 
profane or meaningless. It has come 


to have private meanings for every 
individual. So the confusion started 
by Nehru continues, and it becomes 
confounded. It is Interesting to see 
that a section of politicians is sup¬ 
porting Indira Gandhi as a protector 
against communism, violence and 
political radicalism. 

Though the word socialism was 
used by Nehru, his practical measures 
show that the society he was ushering 
in was not a socialist society. Nehru’s 
social thinking was eclectic. Pro¬ 
bably the eclecticism was enhanced 
by the exigencies of the circumstances 
or the practical problems he had to 
face. 

Nehru and Radhakrishnan never 
tired of preaching that Indian spiritual 
values must be maintained alongwith 
science, technology and all that was 
referred to as “Western” by the social 
thinkers in the 19th century in India. 
But there is a difference. The image 
of the ’’Western society” that the 19th 
century thinkers had was that of the 
youthful bourgeoisie rational capitalist 
society in the sense in which Weber 
described it. During Nehru’s time and 
also today after his death that so¬ 
ciety seems to have lost its youthful- 
ncss and vigour and its consequent 
glamour. One of the important rea¬ 
sons for this changed image is that 
iieaib- similar materia] results as those 
achieved by the "Western” capitalist 
societies have been achieved by other 
societies based on different economic 
and political organisations. Nehru 
was attracted by that society and 
thought an order based on the good 
points of both could be achieved. 
What It was, he did not know and 
did not say. In the meanwhile, the 
interaction between the old and the 
new continues and the order emerging 
out of the interaction is taking shape. 
The task before the Indian social 
scientists is to describe or analyse this 
emerging order and project the direc¬ 
tion of its movement. But that is not 
the task that is attempted in the pre¬ 
sent paper. From what has been said 
in the foregoing regarding occupa¬ 
tional change, it appears that the 
emerging resultant of the interaction 
between the old order which could be 
described as feudalistic and the new 
social order called the bourgeoisie 
rational capitalist order, the type of 
society in which we are and also mov¬ 
ing towards, is the bourgeoisie rational 
capitalist society. May be that there 
are Indian variations in it. 

The empiricist will shout down this 
suggestion as speculative, etc, and ask 


for facts and analysis, etc. He is wel¬ 
come to do so. But the point is that 
before we search for facts and analyse 
them, it is necessary to be clear about 
what we are searching for and about 
the fact that what we are searching 
for has relevance to the wider social 
change. 

The image of the order is some¬ 
thing that exists in the minds of men. 
an abstraction carved out from the 
objective realities. That image is a 
potent motivation to action and if we 
observe the social currents or move¬ 
ments, there is evidence for holding 
the view that the image of the social 
order that all groups have is that of 
the capitalist society. What are the 
anti-socialist democrats, etc. defend¬ 
ing, if not the c.ipitali.st order? What 
are the anti-capitalist socialists, etc. 
attacking, il not the capitalist ordei? It 
Is interesting to observe that the 
capitalists do not say that they are for 
the capitalist order. That may be their 
wisdom. But it is also true that the 
socialists are also not attacking capital¬ 
ism so often, so openly and so 
vehemently. They will have to attack 
the views of many who are on their 
side in the political fight. In this 
regard a study of history of social 
movement might reveal that the social 
thinkers in the 20th century are less 
frank and less clear than those of the 
19th century. That may or may not 
be so, but the image of the new social 
order that both the sides have is that 
(it a boingeoisie rational capitalist 
order. Those who consider that order 
desirable might defend it. Those who 
do not consider it desirable might 
attack it. But it is necessary to be clear 
about what is being defended or attack¬ 
ed, at least for those who are in the 
fray. 

A modification may be necessary 
here. There are many features in the 
Indian development which might not 
fit ill with the desciiption of bourgeoisie 
rational capitalism. In the general 
conduct of life and in economic ethic, 
rationality is not so much in evidence. 
It could be that the state in which the 
liiiliaii society is i.s nearer to what 
Weber called adventurist capitalism or 
what Marx called in little stronger 
terms, predatory capitalism. But the 
direction is clear. 

These are the broad bui relevant 
social implications of occupational 
change as understood m this paper. 

V 

It Is the change in the nature of 
occupational relationships and organisa- 
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modes of recruitment, 
JjjiPlmisand conditions of employ- 
'ment and of work that bring about 
changes in the evaluation and prefer¬ 
ence for activities rather than the 
activities themselves. 

The growth in the number and variety 
of activities has significance for eco¬ 
nomic development and consequential 
social phenomena. The growth in the 
number of persons employed in 
different activities indicates the spread 
of the new occupational relationships 
and the new social order. 

But what is more important is the 
acceptance and approval of the new 
occupational relationships by practi¬ 
cally the whole population in preference 
to the old occupational relationships. 
Even the illiterate member of the 
lower-most caste in the remotest 
village in India desires this new type 
of occupational relationship. In this 
sense the occupational change is 
nearly complete. It is much wider than 
the statistics regarding occupational 
change based on the change in the 
activities of individuals to earn their 
livelihood show. It must also be noted 
that this change has not come 
suddenly. Even as late as the early 
years of the 20th century, service was 
the last in the scale of preference of 
occupations. Agriculture was con¬ 
sidered the best occupation and 
business was the second. 

Therefore, this phenomenon of 
change in the occupational relation¬ 
ship needs to become the centre of 
attention of the sociological analysis. 
The new employee is just not an un¬ 
skilled or a skilled manual earner. He 


is a new person. The newness about 
him is that he has a wider social space 
in his search for earning his livelihood. 
He is the person who has been freed 
from the restrictive relationships and 
valuations of the old society. He does 
not like domestic work. He prefers 
to be a peon who might have less 
than the domestic worker. A peon’s 
duties are specified, during fixed hours 
on a fi.xed number of days, on a fixed 
scale of pay.' These aspirations and 
evaluations and the outlook are 
dysfunctional to the old feudal society 
and they are functional to the capita¬ 
list society. In fact, as it has been 
maintained in this paper, they are a 
child of the bourgeoisie rational 
capitalism. The new order could not 
exist without them as it could not 
exist without the freedom of capital 
and labour. But as it has been suggest¬ 
ed in Section IV the new order is not 
able to tackle the social problems be¬ 
cause that order has not realised its 
own potentialities. It is as yet of the 
adventurous or predatory nature. 
This may be so because a feudal 
stratum with its feudal mentality might 
have penetrated the bourgeoisie which 
liinilers the development of bourgeoisie 
rational capitalism. This point suggests 
lhat the anal)'.sis of the new bourgeoisie 
IS ncccssaiy to test the contention of 
this paper. Erjiially necessary is the si- 
milai anaK-sis of the Indi.in worker. 

VI 

Urban areas began to be characteris¬ 
ed by the new occupational relation¬ 
ships. This changed the character of 
the urban areas of the old feudal so¬ 


ciety attd created new liititiIttM 
characteristic of the new capitalist 
society, e g, anonymity, employer- 
employee relationship, housing, health, 
etc. 

This growth and spread of uibab 
areas was made possible by the physi- . 
cal movement of human beings, which 
was facilitated by the developments in 
transport and communications. That 
established the link between the urban 
and the rural with all its implications. 
The migration was helped by the real 
and believed opportunities in urban 
areas, by the expectation of better 
monetary rewards of labour than in 
rural areas, and by the idea of better 
living conditions. The new outlook 
penetrated the rural areas. The old 
concepts such as that India is rural 
India and that the urban is dependent 
on the rural are becoming out of date. 

The combined effect of all the 
occupational change was the creation 
of differentiations within the social 
groups of the old society both in urban 
and rural areas. That changed the old 
relations between those groups. That 
change in the old relationship also 
struck at the division of labour based 
on sex and at the old stratificatory 
system by striking at the occupational 
relationship based on caste, family and 
village community. 

All these structural changes threw 
up individuals who would utilise the 
opportunity to move in wider social 
and geographical space. That gave 
rise to the phenomenon of social 
mobility, which characterises the 
capitalist society as distinguished from 
the moribund feudal society of the 
past. 


The Student Question 

Jit Singh Uberoi 

// /s the student rush, rather than the student revolt, that is our real problem. What our people are 
askin^i for at present are three things. Firstly, they want the right to enter university as a kind of universal 
human right. Secondly, they want assured progress up the ladder once they are on it. Thirdly, they 
want assured employment of some non-manual kind a' the end of their turn at university. 

No amount of what is called student participati m in the process of university government can secure 
them these things. Furthermore student participation in this sense cannot solve the deeper problem of 
colonuilised self-estrangement in our intellectual culture, any more than it can solve the problem of edu¬ 
cated iiiieniploynient in our national economic life. 

Nevertheless there is everything to he said for sttident participation in university organisation, gov¬ 
ernment and management. It will not cure our student unrest, but it might hopefully channel same of it 
into improving our university system. 

I SEE no real point m starling, in the ed by the differences than by the anti that cannot be done superficially, 
usual way, with what is happening similarities in the world. A valid com- We are .rlways hearing about certain 
m other countries. It is a kind of parison of a given social phenomenon Western countries, but what the stu- 
ineaninglcss ritual forced on us by like the student revolt in two places dents actually did and achieved in 
intellectual advertising agents of the must compare not only the form of Paris in May 1968 was nothing very 
affluent nations. 1 am more impress- the phenomeriou but also its function, much when compared with what the 
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students did in China in May 1919 and 
thereafter. In China they helped to 
create modern Chinese culture, secular, 
democratic and anti-classicist, through 
their revolutionary struggles. When 
are we going to study that Asian 
phenomenon, or the student movement 
in Bangla Desh, even closer home? 

Or take the case of Afghanistan, an 
Asian country that I happen to know 
as a sociologist. In the very recent 
past the students of Kabul University 
have played a great political role. 
They came from a background of a 
a culture where Islam, king and coun¬ 
try were the important values. Now 
the students there are fighting for 
freedom and democracy in all spheres 
of life. But I think that their student 
movement cannot he compared with 
ours without also bearing in mind the 
difference between their nationul 
movement and ours. Afghanistan’s 
modern history is the history of poli¬ 
tical independence, national recons¬ 
truction on modern lines but under an 
authoritarian regime, and then secular 
and democratic reforms — in that 
order of sequence. Their population 
explosion has not yet come and it may 
never come. 

The national history of India has 
been completely different. Even when 
similar things have happened they have 
happened in the reverse order, and 
that makes all the difference. Here 
the so-called population explosion 
came first, with all its many implica¬ 
tions, and national political indepen¬ 
dence came last in the sequence. We 
are an abysmally poor, over-crowded 
and late-developing country, over¬ 
exposed to foreign influences. We 
have not yet thoroughly decolonialised 
our hearts and minds and permanently 
mended our broken will. 

Intellectoai. Life Sput 

This history has a direct bearing on 
our educational system. Under the 
regime of British imperialism and colo¬ 
nialism the national intellectual life 
was split up and divided into two 
streams. On the one side we had the 
idealists who soon retreated into religi¬ 
ous and denominational Institutions 
with a mediaeval .syllabus. On the other 
side were the opportunists, mindful of 
the gains of employment, who came 
forward to get an English education 
with a modern syllabus. The two 
streams are still estranged. Aligarh 
and Deoband, the college and the 
purukul, still stand back to back rather 
than face to face as they should. 1 
mean that subjects like astronomy and 
astrology, for example, are taught and 


learnt in different institutions, in dif¬ 
ferent languages and for mutually 
incomprehensible purposes. Our uni¬ 
versity students, I have found, know 
absolutely nothing of the students in 
the seminaries of Haridwar or Deo¬ 
band. Thus it is that our hundred 
universities are not places where 
science and religion, idealism and 
opportunism, tradition and modernity, 
can confront one another in an authen¬ 
tic and fruitful intellectual dialogue. 
Indeed the oflicial universities are 
places where such an exchange is 
systematically avoided. The cow pro¬ 
tection people have excellent journals 
that circulate widely, but we have no 
comparable university journal, whether 
of the teachers or of the students, for 
study and discussion and the propaga¬ 
tion of ideas. For the vast majority, 
science in the widest sense has come 
to be allied with opportunism and 
religion with idealism — and never the 
twain shall meet! 

It is no wonder then that our stu¬ 
dents seem to many of us to lack 
intellectual curiosity and commitment, 
and our univeisity syllabuses in the 
humanities and .social sciences seem 
to some of them to lack relevance to 
the native life and ideals around us. 
I personally believe that this problem 
of colonialised self-estrangement of the 
mind, which deprives all our intellec¬ 
tual endeavour of its vitality and 
authenticity, is relevant also to work 
in the physical sciences, but I will not 
go into that complex question here. 
A colonialised national culture is one 
that is forcibly divided against itself 
ill every field of thought. 

Our men students in the oflieial 
universities come or are sent to uni¬ 
versity to prepare for employment or 
to postpone unemployment. The girls 
are sent, most of them, to learn how 
to behave, and in order to be kept out 
of mischief until they can be suitably 
married, university education provid¬ 
ing a partial functional substitute for 
the old dowry. It is quite useless to 
pretend that their years at university 
arc meant in either case to be a period 
of experiment and discovery, intellec¬ 
tually or socially or sexually or politi¬ 
cally. If any of these things do happen, 
that merely shows how some human 
spirits among students and teachers 
can survive any system of education. 

Lastly, by way of completing the 
background, is the well known fact 
that, while there have been many 
apparent changes in India, there has 
been precious little growth and that 
too spread very unevenly. Most often 


It has been a case of spreading the 
butter so thin that almost everyone 
ended with virtually dry bread as be¬ 
fore. Where the mic of change is 
much faster than growtii we are always 
likely to get a situation of meaning¬ 
lessness and markedly disorganised 
behaviour in a section of society. This 
IS the situation known to .sociologists 
as aiviniie. 

Whatever may or may not be the 
case in certain other countries, we 
have to understand that, against this 
contemporary Indian background, our 
sliuleiits are generally .Struggliiig /oi 
partiripatkm in society. It is the -stu¬ 
dent lush, rather than the student 
tevolt, that i.s our real problem. What 
our people are a.sking for at present 
are thiee Uiiiigs. Firstly, they want 
the light to enter university as a kind 
of universal human right. Secondly, 
they want assured progress up the lad¬ 
der once they arc on it. Many oi 
them consider it inhcrentlv unju.st that 
anyone should be sent down from 
university for any reason, academic or 
disciplinary. Thirdly, they want assur¬ 
ed employment of some non-manual 
kind at the end of their term at uni¬ 
versity. There is no student unrest 
on other issues of education.il princi¬ 
ple, .iltlioiigli tlwre aic iiltnty of speci¬ 
fic grievances. 

In my view, no amount of what is 
called student participation in the 
pioeess of university government can 
secuie them these things. Further¬ 
more student participation in this sense 
cannot solve the deeper problem of 
colonialised self-estrangement in our 
intellectual culture, any more than it 
can solve the iiiohlcni of cduouled 
uneiiiployinent in our national econo¬ 
mic life. 

Nefi) ion PAiinni'AmvE System 

Nevertheless I am all for student 
participation in univer.sity organisation, 
govenmient and nianagiMneiit. It \s'ill 
not cure our student unrest, but it 
might hopefully channel some of it 
into improving our university system. 
The present system of organisation is 
a colonialist legacy, totally unlike 
what the British had at home. It is a 
ligid buieaucratic set-up uiisuited to 
growth and witli no adequate concep¬ 
tion liiat the sole reason for its < .\ist- 
cnco is to .serve the needs of the uni¬ 
versity as a corporate academic eom- 
iniinity. Indeed at present there is 
nothing very much lor the students to 
want to participate in. Even the majo¬ 
rity ol teachers are non-participants 
in university decision-making and ad- 
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and the decisions scarcely 
ever concern anything very imaginative. 
There is thus the general need for an 
organisational change from what we 
may call a bureaucratic system, moti¬ 
vated by a hierarchical executive spirit, 
with at most only atl hoc committees 
of consultation, to what we may call 
a participative system, with proper 
functional decentralisation and an 
orientation to corporate academic ex¬ 
cellence and growth. At the same 
time one must recognise that demo¬ 
cratic participation in university deci¬ 
sion-making and administration for 
students as well as teachers is an ideal 
desirable not so much in itself but for 
the sake of ensuring a system of edu¬ 
cation and research of high quality, 
relevance and responsibility in the 
changed national circumstances of 
today and tomorrow. It will be harm¬ 
ful all round if the meritocratic prin¬ 
ciple and the democratic principle ever 
come into a clash in the university — 
even more harmful than the clash of 
these two with the bureaucratic prin¬ 
ciple. 

There is another fundamental issue 
on which there is a singular lack of 
clarity. Our student leaders as well as 
some teachers unfortunately seem to 
be in two minds on the question whe¬ 
ther university reform from within the 
community, a process such as the one 
started in Delhi University, is a pro¬ 
cess in which they should seek increas¬ 
ed intelligent democratic participation 
or whether they should seek instead a 
confrontation with the so-called Esta¬ 
blishment from an independent position 
of strength. A clear decision in favour 
of the first alternative would require 
them to do more homework on the 
contents of reform, on the new pro¬ 
posals for restructuring of post-graduate 
and undergraduate courses and exa¬ 
minations, for example, and specially 
on the vocationalisation of undergra¬ 
duate courses. Following the second 
alternative would perhaps require even 
more homework to be done, though it 
would be of a somewhat different 
kind. As a matter of fact continuous 
study and building up of the sinews 
of organisation are necessary condi¬ 
tions for successful action in either 
case. The present confusion of atti¬ 
tudes has landed us in the paradoxical 
position where weak students’ unions 
and teachers’ organisations make ex¬ 
travagant demands, which even when 
conceded in theory cannot be put into 
practice. The situation is one that 
evidently benefits a few, whose very 
weakness is their strength, but at the 
cost of continued lassitude and dis¬ 


interest among the many. 

As regards the nature, scope and 
organisational framework of students' 
participation, including the question 
of students’ participation in statutory 
decision-making bodies of the univer¬ 
sity, it is useful to distinguish between 
general problems of policy in different 
areas, eg, svllabus, teaching methods 
and programmes or a code of conduct 
for the campus, and specific individual 
cases, e g. criticism of the appoint¬ 
ment of a particular teacher or of his 
work. In general students can partici¬ 
pate with advantage at the first level 
rather than at the second; there are 
probably some areas where they can 
profitably do both. Similarly, One 
should consider student consultation 
on academic matters apart from con¬ 
sultation on executive matters. Again 
there are some executive matters, e g, 
discussion of university finances or 
certain classes of discipline, where stu¬ 
dent participation will be an advantage. 
There are other areas where participa¬ 
tion can be invited by the systematic 
dissemination of information that is 
unnecessarily treated as confidential, 
c g, assessment of examination per¬ 
formance, including examiners, reports. 
In fact this move might improve the 
examination system. The regular pro¬ 
cedures of joint consultation should 
serve as a democratic school of reason- 


TIIE mounting pressures on education 
facilities in Asia, where total school en¬ 
rolment in 18 countries has jumped 
from 90 million in 1960 to about 160 
million today, will be a major topic of 
discussion at the meeting of Asian Edu¬ 
cation Ministers in Singapore from May 
31 to June 7. Among the other subjects 
to be considered by the meeting will 
be the problems of education in rural 
areas and the need to step up the teach¬ 
ing of scientific skills. Another 
area of concern will be to see 
that increased education does not lead 
to the emergence of a skilled group for 
whom no work is available. The confe¬ 
rence will also consider better adapta¬ 
tion of curricula; selection of new cour¬ 
ses for study; reorganisation of examina¬ 
tion systems; improved teacher educa¬ 
tion; and remedial, upgrading and lead¬ 
ership programmes. 

In the ten years since the first con¬ 
ference of Asian Education Ministers in 
Karachi in 1960, there has been consi¬ 
derable changes In the pattern of edu¬ 
cation in the countries to be represent¬ 


ed argument, diacussion and persua¬ 
sion and help develop the habit of 
negotiation. Some of the energy now 
uselessly expended on covert factional 
agitation and specific individual cases 
wrongly worked up may then flow into 
more constructive channels. Measures 
are also needed here to make the 
constitution and functioning of stu¬ 
dents’ unions themselves more demo¬ 
cratic, and increase active participa¬ 
tion in union activities. 

I must however confess one fear. 
As yet there has been insufficient de¬ 
tailed homework done and no wide 
discussion in Delhi University by 
either side on student participation, 
as on other new ideas. There is not 
even a proper literate forum for it, 
such as a university journal or news¬ 
paper, as I have said. In this circum¬ 
stance there will be a temptation for 
well-meaning academics to reach for a 
ready-made solution after some liberal 
Western model, and for the students, 
or for some of them, to react with a 
ready-made criticism after some other 
model. Then both sides will fail again 
for the lack of authenticity. Mao 
Tse-tung, whose stray thoughts some¬ 
times appear on our walls, once had 
a very good slogan, “Without investi¬ 
gation there is no right to speak.’’ 
I recommend its truth to everyone, 
including of course myself. 


ed at the meeting. The university level 
of education has grown especially fast, 
from 1.8 million in 1960 to about 5 
million now. Secondary enrolment has 
also more than doubled, from 10.7 mil¬ 
lion to some 36 million today. The 
phenomenal rise at these levels reflects 
social policies to try and meet manpo¬ 
wer needs for skilled, middle level tech¬ 
nicians as well as for qualified graduates 
in specialised fields. Yet, at the same 
time, it raises the increasingly evident 
possibility of creating a class of educated 
unemployed or misemployed. Although 
the rale of increase in the number of 
children at primary schools has slack¬ 
ened recently (from an annual 6.4 per 
cent in 1960 to a little under 4 per cent 
now), nine of the 18 countries in the 
region have an enrolment rate at the 
first level of 90 per cent and over — 
compared with only five countries in 
1960. Five countries now have rates 
from 60 per cent to 90 per cent, end 
four are still below 50 per cent. A large 
number of those at primary school ore, 
however, above the normal primary 
school age. 


ministration, 
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Union Bank of India 


Report of the Board of Directors 


1. The Directors have pleasure in presentins the audited 
Balance Sheet and Profit and Loss Account for me year ended 
31st December, 1970. 

2. In the first full year after nationalisation the Bank’s 
p^ormance can genei^y be considered Quite satisfactory. 
In spite of the rise in operational expenses, burden of imple¬ 
mentation of new wage scales, both for workmen and ofncer 
stafi of the Bank, and load resulting from opening of as many as 
lot new branches, the workup results were quite satisfactory. 
Ibe net profit for the year, after providing for taxation, came 
to Rs. 48,73,826.75 from which the following appropriations 
have been made: 


1969 1970 

Rs. Rs. 

Amount transferred to Reserve 
Fund in terms of Section 3(6) of 
the Banking Companies (Acquisi¬ 
tion and Transfer of Undertak- 
8,75,000.00 ings Act, 1970. 9,75,000.00 


Amount provided for Bonus to 
15,00,000.00 Staff 


21,50,000.00 


Balance amount to be transferred 
to Government in terms of Sec¬ 
tion 10(7) of the Banking Com¬ 
panies (Acquisition and Transfer 
8,67,347.40 of Undertakings) Act, 1970. 17,48,826.75 


32,42,347.40 


48,73,826.75 


3. Both in respect of resources mobilisation and resources 
utilisation, the performance of the Bank can be considered 
very sati^actory and in tune with the national objectives. 
Organisationally also, there is room for cautious optimism 
about the Bank’s ability to face the new challenges and result¬ 
ing problems better than in the past. As a result of various 
measures already introduced or proposed to be introduced, 
the Bank should be equipped to meet the new situation with 
confidence. 

4. Statistically speaking, in the year 1970 the Bank had the 
satisfimtion of registering deposit growth at a rate faster than 


that achieved by the banking industry as a whole. In terms of 
point-to-point rise, deposits of the Bank increased from Rs. 
133 crores as at 31st Eieccmber, 1969 to over Rs. 175 crores as 
of 31sf December, 1970. Even disregarding the quantum 
of about Ra. 12 crores of current deposits, representing share 
money on a new issue of one of the reputed companies, which 
were placet with the Bank in the last fortnight of DeMmber, 
the rate of growth in deposits at 22.6 per cent compared quite 
favourably with 16.5 per cent growth rate recorded by the 
banking indu.tr^. 

5. Though the Bank had introduced quite a few new schemes 
for deposit mobilisation, their contribution to sustained 
deposit mobilisation appears, in our experience, to be marginal. 
The real contribution to the deposit mobilisation drive, it is 
realised, comes only through advanced planning, good custo¬ 
mer service, vigilance on economic environment and sustained 
efforts and keen sense to tap any new funds generated in the 
area. It is a matter of gratification for the Board that in the 
year under review not only did the Branch Managers 
show considerable enthusiasm but also there were quite a few 
notable instances where members of the staff, including those 
in the subordinate cadre, showed a sense of involvement in 
mobilising the people's savings and catching the imagination 
of those who were hitherto outside the banking fold. 

6. The Bank’s lending operations were kept strictly in line 
with the policies laid down by the monetary authorities. Its 
anxiety to follow the Reserve Bank’s guidelines to restrict 
credit with a view to keeping the price line in check, can be 
judged from the fact that during the current busy season, the 
Bank’s credit deposit ratio was maintained well within 72% 
without, at the same time, denying credit to key areas. 

7. The process of qualitative changes in the Bank's advances 
portfolio was further carried in the year 1970 which witnessed 
a marked emphasis on priority and neglected sectors. Both 
the number of accounts and outstandings in respect of each 
of the sectors recorded significant increase during the year. 
The ratio of priority sector advances to total advances increased 
from 31.5 per cent at the end of 1969 to 40.04 per cent at the 
end of 1970. This was mainly due to the increased assistance 
to the agricultural and small-scale sectors. 

Export sector also continued to etyoy the priority it has 
always had since 1965. The following comparative table 
reveals the significant rise in the assistance granted by the 
Bank to the weaker sections : 

(Rupees in lacs) 




December 

1969 


December 

1970 

Sectors 

No of 

Balance 

% to Total 

No of 

Balance 

% to Total 


Accounts 

Outstand¬ 

Advances 

Accounts 

Outstand¬ 

Advances 



ings 



ings 




Rs. 



Rs. 


Agriculture 

4600 

4,42.0 

5.2 

21335 

10,53.2 

9.4 

a) Direct 

3719 

2,44.0 

— 

20497 

7,48.3 


b) Indirect 

881 

1,98.0 


838 

3,04.9 

— 

Small-scale Industries 

2420 

7,75.0 

9.0 

5433 

16,94.6 

15.2 

Exports 


14.82.0 

17.3 


17,64 0 

15.8 

Transport Operators 

53 

13.O'! 


435 

76.S'! 


Retail Trade & Small Business 

291 

10.0 f 


1350 

70 .9 ! 




)■ 

0.3 


y 

1.5 

Professionals & Self-employeds 

29 

0.8 1 


430 

13 5 

1 


Educational Loans 

11 

0.2J 


221 

7,0J 



TOTAL 

27,23.0 

31.8 


46,80.0 

41.9 
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8. The importance attached by the Bank to the priority 
***** appreciated from the fact that as much as 
90 /i of the invMtible resources gathered by the Bank during the 
ywr under review went to finance these sectors. Disregarding 
the purely short-term inflow of Rs. 12 crores in the last week of 
December 1970, deposit accretion during the year amounted to 
Rs. 30 crores. After meeting the statutory liquidity require¬ 
ments, Rs. 20 crores were available to the Bank for deploy¬ 
ment. Of this, growth in total advance to priority sectors 
accounted for Rs. 18 crores i.e. 90% of the accreticA to deploy¬ 
able resources. 


9. With the transfer of Rs. 9,75,000/- from the net profit, 
as stated above, the Re.scrve Fund of the Bank now stands at 
Rs. 1,33,50,000/-. 

10. In pursuance of the national policy of taking banking 
services to hitherto uncovered sectors, the branch expansion 
activity of the Bank reached an unprecedented scale. The 
year under review witnessed the Bank opening 101 new branches, 
taking the total number of branches from 273 in 1969 to 374. 
Of the new branches 43 Were in rural centres, 37 in semi-urban, 
16 in urban and 5 in metropolitan centres. As a result, the 
the ratio of rural and semi-urban branches to total branches 
of the Bank improved from 46.9 per cent at the end of 1969 
to 55.6 per cent as at 31st December, 1970. 

11. Of the five districts allotted to the Bank under the Lead 
Bank Scheme, the Bank has already submitted Survey Re¬ 
ports on three ilistricts. Survey in depth of two other dis¬ 
tricts have also been completed within the scheduled time 
and reports thereon are expected to be submitted shortly. 
Administrative steps are also being taken, particularly to 
educate Branch Maruigcrs in the area on the objectives of Lead 
Bank Scheme anil to ensure their active involvement. It is 
realised that the Bank’s lead-role responsibilities really begin 
only after the surveys arc completed and backward areas and 
sectors needing special attention and assistance are identified. 
In order to ensure ctrectivc implementation of the schemes 
drawn up in the light of the Survey Reports, two special 
Lead Offices—one each in the Eastern U.P. and Ernakulam 
District in Kerala — have been opened. These offices are 
manned by a team of development officers including tech¬ 
nical personnel in Agriculture and Small Scale Industries. 

12. White the Bank's standard of customer service can be 
considered satisfactory, there is room for improvement in vari¬ 
ous directions. The Bank also rcci>gnises that goixl customer 
service is not confined to the service at the counters only. It 
is the Bank’s firm belief that the standard of customer service 
can be improved and operational costs reduced only by 
rationalising procedures and introducing innovations. This 
aspect is being given priority of attention and bold and imagina¬ 
tive steps are being taken to change time-worn procedures 
and methods. Daring year under review, several such in¬ 
novative steps have been taken and the improvement in the 
standard of customer service is reflected in the more than 
satisfactory growth in deposits and other operations of the 
Bank. 

13. While the Bank’s business and working results as also 
commitment to the new ideals and policies are heartening, the 
Board of Directors arc conscious of the inbuilt and unavoidable 
organisational weaknesses and deficiencies and are alive to the 
thought that process of geographical and functional expansion 
has to be accompanied by the process of organisational con¬ 
solidation. The rapid expansion of branches all over the 
country, coupled with the Bank’s cntiy in the hitherto unex¬ 
plored fields, has put severe strain on the entire organisation. 
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As a result of the acute shortage of trained personnel, mott of 
the new branches have to be placed in chaige of comparatively 
inexperienced ofiScers who, despite their sincerity and leal, 
need constant and purposeful guidance fom the Central Office. 
Serious attention is, therefore, paid to the organisational struc¬ 
ture of the Bank and the Central Office set-up is closely reviewed 
and strengthened from time to time. 

14. The personnel constraints which inhibit almost every 
aspect of growth of the Bank needed priority of attention. 
Accepting the suggestion made by the Reserve Bank of India, 
it was decided to set up a Management Development depart¬ 
ment in the Custodian’s Secretariat. Though the Department 
has not formally been constituted, important aspects of Ma- 
i^gement Development have already been given a close scru¬ 
tiny. The recruitment policy is being revised. Qualitative 
changes in composition of stall are made with recruitment of 

specialists in Agriculture, Industrial Finance and other fields 
with a view to improving the quality of assistance given to the 
weaker and priority sectors and to providing purposeful gui¬ 
dance to branches. Steps have been initiated to develop a 
personnel inventory, and training programmes have been 
recast to meet the new situations. Apart from strengthening 
the existing Training College in Bombay, steps are afoot to 
set up a few regional training centres. Possibilities of colla¬ 
boration with some of the other banks for setting up Joint 
regional training centres are also being explored. The new 
training programmes, including the workshops proposed, 
should assist in bridging the gaps in trained personnel. The 
steps taken so far are, admittedly, far from adequate but the 
management is constantly seized of the problem. 

15. Whether it is deposit mobilisation, customer service or 
cost control, involvement of employees is vital. Both in the 
field of deposit mobilisation and customer service, involve¬ 
ment of the employees at all levels, has been quite encourag- 
i^. ^nsidered in the overall context of industrial rela¬ 
tions in the country, the employer-employee relations in the 
Bank can be said to be generally good. There are encourag¬ 
ing signs of co-operation by the unions in promoting stafi 
involvement in achieving the objectives set before the Bank. 

16. After rendering highly meritorious services extending 
over a period of over thirty-seven years, the Bank’s Custodian 
Shri F.K.F. Nariman relinquished his office on retirement in 
July 1970. It would not be exaggeration to refer to Shri Nari¬ 
man as the architect of the Bank. His sagacity and vision 
in building up Union Bank from a vei 7 small bank to its pre¬ 
sent size and reputation deserves special mention. His tenure 
was characterised by lofty ideals of clean and dynamic manage¬ 
ment and happy industrial relations. 

17. On Shri Nariman’s retirement, the Bank’s Deputy Gene¬ 
ral Manager, Shri P. F. Gutta was appointed as the Custodian. 

18. In August 1970, an interim Board of Directors consisting, 
besides the Custodian, of Sarvashri K.H. Parikh, P.K. &dana- 
dan, H.M. Trivedi, D.P. Gupta and P.K. Kaul was constituted. 

19. In conclusion the Board express their thanks and appre¬ 
ciation to the Custodian, Executives, Officers and other Mem¬ 
bers of Staff but for whose co-operation and eftorfs these re¬ 
sults would not have been possible. 

For and on behalf of the Board, 

P. F. Gutta 

Custodian 
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31.12.1969 


Rs. 

1,25,00,000 

1,23,75,000 

53,55,96,835 

26,76,92,551 

52,77,34,894 

133,10,24,280 

3,09,17,000 

Nil 

3,09,17,000 


3,00,000 

86,17,000 

1,95,00,000 

25,00,000 

3,09,17,000 

2,00,05,513 

10,87,95,296 

4,07,69,442 

14,95,64,738 

2,86,81,652 

13,84,51,462 

32,42.347 

8.75,000 

15,00,000 

23,75,000 

8,67,348 


Union Bank of India 


Balance-Sheet as at Slst December, 1970 


CAPITAL AND LIABIL1TIKS 


Rs P. 

1, Capital: 

Paid-up Capital (Wholly owned by the Central Government) 

2, Reserve Fund and other Reserves 

3, Deposits and other Accounts : 

Short, Fixed and Cumulative Deposits 66,95,07 710 85 

Savings Bank Deposits 35,10,74,693 47 

Current Accounts, Contingency Accounts, etc. 73,68,47,159.13 


4. Borrowings from other Banking Companies, Agents, Etc ; 
i) In India (inclu<'es a .sum of Rs. 88,00,000/- from 
the Industrial Development B,ink of India) 
ii) Outside India 


96,25 000.00 
Nil 


Particulars : 

i) Secured - Rs. P. 


a) By part of Bank’s Investments per Contra 7,25,000 00 

b) Under the Industrial Development Bank of 
India Scheme by part of Advances per 

Contra 88,00,000.00 


ii) 


Unsecured - 

a) Under Export Bills Credit Scheme of 
Reserve Bank of India per Contra 

b) From Others 


Nil 

1 , 00,000 00 


95,25,000.00 


1 , 00 , 000.00 


96,25,000.00 


5. BiUs Payable 

6. Bills for Collection being Bills Receivable as per Contra : 

i) Payable in India 15,31,40.431.77 

ii) Payable outside India 5,06,60,045.29 


7. Other Liabilities 

8. Acceptances, Endorsements and other Obligations per Contra 

9. Profit and Loss Account: 

Profit for the year ended 31.12.1970 after provision 

for taxation but before provision for bonus to Staff 48,73,826.75 

Less : Transferred to Reserve Fund 9,75,000 00 

Provision for Bonus to Staff 21,50,000.00 31,25,000.00 


Balance being amount to be transferred to the Cen¬ 
tral Government 17.48,826,75 


Rs. P. 

1,25,00.000.00 

1,33,50,000.00 

175,74,29,563.45 


96,25,000.00 


2,96,43,019.35 

20,38.00,477.06 

3,57,07,200.45 

16,79,64,169.81 

17,48,826.75 


172 , 43 , 86,973 


Carried Forward: 223 , 17 , 68 , 256.87 
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Balance-Sheet as at Slsf Deeember, 1970 


31.12.1969 CAPITAL AND LIABILITIES 


Rs. Rs. P. 

172,43,86,973 Brought Forward 

10. Contingent Liabilities : 

a) On Investments in Shares of Joint Stock Com- 
18,75,000 panics 18,75,000.00 


b) Claims against the Bank not acknowledged as 
7,95,894 debts 


7,15,538.62 


Rs. P. 
223,17,68,256.87 


Nil 


c) Money for which the Bank is contingently 

liable Nil 


26,88,85,041 


d) Liability on account of outstanding Forward 
Exchange Contracts 


18,76,44,868.06 


e) Liability on Bills of Exchange rediscounted of 
which Rs. 31,42,407.11 (previous year Rs. 

52,29,529 13,48,780/-) have run off to date 1,01,70,962.64 


17,35,82,111 f) Guarantees given on behalf of customers 16,35,79,243.41 

Note : Provision to the full extent for future ^tuities 
to .staff has not been made, the liaoility for 
which has not been ascertained. 


172 , 43 , 86,973 


223 , 17 , 68,236 87 



K. H. Parikh 

P. K. Sadanandan 

H. M. Trivedi ' 

D. P. Gupta 

P. K. Kaul 

DIRECTORS 

J 


Damania, Panday and Bajan 

G. D. Aptc & Co. 


L. C. Mistry 

P. F. OutU 

CH\RTERED ACCOUNTANTS 


DEPUTY GENERAL MANAGER 

CUSTODIAN 
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Union Bank of India 

Balance-Sheet as at Slst December, 1970 






31.12.1969 


PROPERTY AND ASSETS 




R$. 

1. 

Cash: 

Rs. P. 

Rs. P. 

Ri. P. 

17,17,68,776 


In hand and with Reserve Bank and State Bank of 
India (including Foreign Currency Notes) 



26,13,83,550 64 


2. 

Balances with other Banks in Cnrrent Accoont: 




86,91,534 

86.81.438 


i) In India 

ii) Outside India 


1,66,05,830 95 
70,48,444.42 

2.36,54,275 37 

1,73,72,972 






13,10,000 

3. 

Money at Call and Short Notice 



3,00,05,342 46 


4. 

Investments (at below market value): 




33,67,42,822 

6,02,184 

Nil 


i) Securities of the Central and State Govern¬ 
ments and other Trustee Securities 

ii) Shares- 

a) Preference Shares Fully Paid 

Preference Shares Partly Paid 

6,17,000 00 
Nil 

38,57,90,971 01 

6,17,000.00 


6,02,184 


/ 




9,61,810 

18,65,000 


b) Ordinary Shares Fully Paid 

Ordinary Shares Partly Paid 

9,56,994 35 
18,65.000.00 

28,21,994 35 


28,26,810 






10,21,000 

Nil 

Nil 


iii) Debentures 

iv) Other Investments 

v) Gold 


10,11,000.00 

Nil 

Nil 

39,02,40,965.36 

34,11,92,816 


(Part of Investments lodged with other Banks for 
borrowing and other arrangements) 





5. 

Advances : 




65,05,38,998 


(Other than bad and doubtful debts for which pro¬ 
vision has been made to the satisfaction of the 
Auditors) 

I) Loans, Cash Credits, Overdrafts, etc.; 
i) 1 n India 

(includes term advances amounting to 
Rs. 88,00.000 in respect of which refi¬ 
nance has been obtained from the Indus¬ 
trial Development Bank of India per Con¬ 
tra) 

ii) Outside India 

86,84,48,064 65 



14,14,808 


Nil 

86.84,48,064 65 


65,19,53,806 






11,89,06,923 
9,41.61,944 


II) Bills Discounted and Purchased ; 

i) Payable in India 

ii) Payable outside India 

14,62,25,375 75 
10,07,72,675 87 

24,69.98,051 62 

111,54,46,116 27 

21,30,68,867 

86,50,22,673 


(Particulars of Advances as per separate 
Schedule attached) 





6. 

Bills Receivable, being Bills for Collection as per Contra : 



10,87,95,296 

4,07,69,442 


i) Payable in India 

ii) Payable outside India 


15,31,40,431.77 
5,06,60,045 29 

20,38,00,477 06 

14,95,64,738 

7. 

Constituents' Liabilities for Acceptances, Ekidorse- 




13,84,51,462 


ments and other Obligations per Contra 



16,79,64,169.81 

16M6.83,437 




Carried Forward: 

219.24,94,986.97 
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31 121969 


PROPERTY AND ASSETS 




Rs 



Rs P 

Rs P 

Rs P 

168.46.83,437 


Brought Forward 



219,24,94,896 97 


8. 

Prenises: 




27,36,405 

2,35.074 


a) Bank's premises less depreciation —at Cost 
Additions during the year 

29,71,478 97 
1,11 266 99 



29,71,479 

Nil 


Deductions during the year 

30 82 745 96 
Nil 



29,71,479 

8,04,679 


Less Depreciation written oft to date 

30 82 745 96 

8 62,445 96 

22 20,300 00 


21.66,800 

•5,90,540 


b) Other Premises less depreciation 


5,T8,440 00 

27,98,740 00 

5,76,713 

48,300 


At Cost 

Additions during the Year 

6 25 012 60 

Nil 



6,25,013 

Nil 


Deductions during the Year 

625012 60 
Nil 



6,25,013 

34,473 


Depreciation wiitten off to date 

6,25 012 60 
46 572 60 



•5,90,540 

27,57,340 



5,78 440 00 



22,90.647 

3,23,603 

9, 

Safe Deposit Vaults, Furniture and Fixtures 

Less Depreciation : 

S ife Deposit Vaults 

Additions during the ycai 

26,14,250 33 
4,05,225 49 



26,14,250 

Nil 


Deductions during the year 

30,19 475 82 
Nil 



26,14.250 

10.84,516 


Less Depreciation written oft to date 

30 19,475 82 
12,59,496 29 

17,59,979 53 


15,29,734 






1,92 68,378 
54,58.575 


Ofliee Furniture and Fittings 

Additions during the year 

2 46,47 020 63 
47,65,709 99 



2,47.26,953 

79,932 


Deductions during the year 

2 94,12,730 62 
64,524 10 



2,46,47,021 

85,33,668 


Less Depreciation written off to d.ite 

2.93,48.206 52 
1,06 95,817 13 

1,86,52,389 39 

2,04,12,368 92 

1,61,13,353 






1.76,43,087 






48,66.361 
84 45,195 

33,92 310 
24 35.946 
1,63.297 
Nil 

10. 

Other Assets : 

i) Interest accrued on Investments 

ii) Tax deducted at source on Intel est/Dividcnd on 
Investments 

III) Advance Payments of Tax 
iv) Stock of Printing 

v) Stamps 

vi) Silver 


54,70,440 06 
70,76,157 74 

1,06,606 00 
31,89,177 17 
2.19.870 01 
Nil 

1,60,62,250 98 

1,93,03,109 






Nil 

11. 

Non-Banking iVssets Acquired in Satisfaction of Claims 



Nil 

172,43,86,973 





223,17.68,256 87 
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iS^ TaE GHAA 


The Andhra Bank Limited 

Statement hy the Chairman, Sri K Gopal Rao 


The following are extracts from the 
Statement of the Chairmin Sri K Gopal 
Rao, at the 47th Annual General Meet¬ 
ing of the Bank on 24th May, 1971. 

Banks and Sociai. Chance 

The Banking industry has shown 
remarkable resilience in adapting itself 
to the fulfilment of the new social objec¬ 
tives set for it after the introduction of 
social coatrol and nationalisation of 
the 14 major banks. Considering the 
traditions, procedures and attitudes built 
over generations and inherited by the 
banking industry, the transformation 
has been rapid. In our enthusiasm to 
help the various types of productive 
enterprises and the weaker sections of 
society the central fact that banks deal 
with the savings of the community cannot 
be forgotten. Even when the savings of 
the community are lent for the develop¬ 
ment of the community it is important 
that advances granted should be recovered 
promptly according to schedule. Then 
alone would the savings of the community 
he able to serve the community over 
and over again. 

BnANCii E.xpan.sion 

With the social objective of spreading 
banking habit to rural and semi-urban 
areas, all banks in the country and 
the Andhra Bank along with them, 
took up branch expansion as a challenge. 
Between June 30, 1968 and today, the 
number of branches of our Bank has 
almost doubled. Out of the 223 branches 
nearly 200 arc located in Andhra Pradesh 
itself. The strong bias in favour of rural 
and semi-urban areas for opening bran¬ 
ches will be evident from the fact that 
out of a total of 223 branches, as many 
as 159 are situated in rural and semi- 
urban areas and at 68 of them we are the 
only Bank functioning. 

An Innovation 

An important innovation in the Bank 
last year is the starting for the first time 
in the country, of the system of cluster 
or satellite or market branches in Andhra 
Pradesh. Banking facilities are as essen¬ 
tial to the rural folk as postal services, 
electric supply, roads, transport, etc. 
But banks could not uptill now reach 
the innermost corners of the country 
because the present set up of the banking 
structure, the state and central labour 
logislation, awards, etc., make such 
rural ofi&ces anydiing but viable. And 


uneconomic branches cannot be long 
maintained. The innovation of Cluster 
branches introduced in this Bank for 
the first time and' now being followed 
by others may be the answer. 

Restricted banking service which is 
sufficient for the villagers' needs is pro¬ 
vided to the village during two days in 
a week for a limited number cd' hours. 
On the other four working days in the 
week the villagers can deal with the 
parent office situated in the market 
town a few miles away. In this mannci 
the same staff can serve a group of 8 or 9 
villages. If cxpeiience shows that the 
banking potential in a particular village 
justifies the opening of a regular full 
time office the cluster branch in that 
village is upgraded, and it functions 
there throughout the week. In its place 
another village is added to the cluster. 
In this way the Bank can go on expand¬ 
ing and ertending its services to a number 
of villages. With a few necessary adjust¬ 
ments this sy^tem bids fair to revolu¬ 
tionise banking in India. 

It should be possible for rural banks 
to provide seasonal and part-time 
employment to local educated youth 
and thereby help solve to some extent 
the problem of unemployment and the 
question of viability of rural branches. 
With rural branches becoming viable, 
there will be an incentive to open more 
and more of them. Government can 
take the initiative and make this possible. 

The youth of the country must be 
trained in the banking habit. With 
this purpose in view, wc are opening 
branches in educational institutions. 
Such branches have been already opened 
at Bhimavaram, Kakinada, Warangal, 
Machilipatnam and Guntur and in 
the vicinity of Sri Venkateswara Uni¬ 
versity, Tirupati. The Bank has in¬ 
stituted medals for the best students 
and merit scholarships, besides providing 
a book-bank in one of the Universities. 

Andhras love pilgrimages. The Bank 
has opened branches at Tirumala, oppo¬ 
site to the temple of Lord Venkateswara, 
at Dwarka Tirumala, Simhachalam, 
Srisailam and Bhadrachalam. A branch 
will be opened at Sri Kalahasti also 
shortly. I am happy to say that our 
customers have appreciated the service 
which these branches are rendering. 


Role of Small Banks 

The Prime Minister very recently has 
observed that banks in the private 
sector have a role to play as long as a 
private sector exists. Private banks arc 
already working in accordance with 
the principles of social control and 
almost on the lines of the nationalised 
banks. In particular regional banks 
like ours have a useful role to play. 
I strongly feel and urge that no discrimi¬ 
nation be made against non-nationaliscd 
banks. 

Bank’s Working 

The Bank's working during the year 
continued to be satisfactory. Our depo¬ 
sits, advances and profits have shown 
an overall improvement, in spite of 
a steep rise in our establishment ex¬ 
penses by reason of a revision the pay 
scales of all cadres of our staff—Award 
stall as well as aTlcers. On account of 
the improved working results it has 
been possible to recommend a dividend 
of 7 per cent as against 6 per cent for 
the preceding year. 

Uepo.sii .s 

The deposits of the Bank increased 
from Rs 52.31 crores to Rs 65.05 crores 
during the year—an increase of 24.3 
per cent as against an average of 16.38 
per cent for the banking system as a 
whole. Equally significant is the rise in 
the number of deposit accounts. The 
following table speaks for itself: 


Tear 

No of Depo¬ 

Amount 


sitors 

Rs in crores 

1968 

2,73,000 

40.90 

1969 

3,32,000 

52.31 

1970 

4,18,000 

65.05 


Advances 

The Bank's advances increased from 
Rs 35.45 crores to Rs 46.27 crores, 
representing an increase of 30.52 per 
cent. Advances to the priority sector at 
Rs 18.64 crores amounted to 40 per cent 
of the total advances. Of this, agriculture 
accounted for Rs 9.85 crore.s. The 
number of farmers financed was 65,000, 
an improvement of 34,000 over the pre¬ 
ceding year. The amount advanced per 
fanner was roughly Rs 1,500, perhaps 
the lowest among the banks operating 
in Andhra Pradesh. This shows that the 
Bank has been able to reach a large 
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of amall farmers. The following 
ISM analysis of the Bank's advances 
to agricultuie: 


(Rs 


31-12^1968 

31-12-1969 

31-12-1970 


Limits 

Sanctioned 

2.25 

9.93 

13.38 


in crores) 
Outstanding 

1.45 

6.92 

9.85 


The Bank also financed Primary 
Agricultural Credit Societies along with 
the nationalised banks in the districts of 
Hyderabad, Warangal, Khammam, Ka- 
rimnagar and Srikakulam. The Bank 
would be participating actively in the 
Small Farmers’ Development Agency 
Scheme in Srikakulam district and in the 
World Bank Scheme for minor irrigation 
and supply of agricultural machinery in 
Andhra Pradesh. 


Licai) Bank KoL.h: 

The Bank has been given the Lead 
Bank role in Ganjam, Srikakulam, East 
and West Godavari districts, and in 
Guntur and Krishna districts jointly 
with the Indian Bank. Our survey team 
has conducted intensive and impression¬ 
istic surveys to identify growth centres 
in these districts. Reports on West Goda¬ 
vari and Srikakulam districts have been 
finalised. At a meeting convened by us 
of banks interested in West Godavari 
district centres for growth identified 
during the survey were allocated so 
that they might develop without undue 
competition inter se. 

Smau. Scau, Industries 

Our advances to sntall scale industries 
increased from R$ 3.69 crores to Rs 
7.01 crores. The number of units assisted 
increased from 628 to 950. It is the policy 
of the Bank, and it has been encoura¬ 
ging technically qualified people wanting 
to set up small scale industries. We 
have been giving support to the various 
schemes sponsored by the Andhra 
Pradesh Small Scale Industrial Develop¬ 
ment Corporation for promoting small 
scale industries in this region. The auto¬ 
matic Credit Guarantee Scheme intro¬ 
duced by the Govemment of India 
and being administered by Reserve Bank 
of India has encouraged banks to 
finance small scale industries in a large 
way. 

The Credit Guarantee Corporation 
which has been recently formed will 
guarantee the advances of commercial 
banks to fanners, self-employed persons, 
professionals, retail traders and such 
categories. The percentage trf' riskguaran¬ 
teed by the Corporation is fixed subject 


to a maximum Kmit stipulated for each 
categoiy of advance. Tht limit of Rs 
1,000 fixed for a crop loan to a farmer 
is too low and may be raised at least to 
Rs 2,500. This scheme will certainly 
aftord greater protection for bank ad¬ 
vances to weaker sections of the society 
and would be an incentive to banks 
to assist more freely these hitherto 
neglected sectors. 

Investments 

Our investments have increased from 
Rs 15.56 Crores to Rs 20.09 crores, 
the percentage of increase being 29.1. 
We invested Rs 1.82 crores in the deben¬ 
tures of various land mortgage banks 
during the year. We continued to lend 
particular support to the debenture 
issues of the Andhra Pradesh Co-op 
Central Land Mortgage Bank. Wc 
have been actively supporting in a lar^ 
way the bond issues of the State Govern¬ 
ment, the State Electricity Board, and 
bodies like the State Financial Corpora¬ 
tion. The Bank is following this policy 
in every State in which it is established. 
As an All India Institution with a strong 
regional bias it is the aim and endea¬ 
vour of the Bank to play an active role 
in the economic development of Andhra 
Pradesh, despite certain constraints under 
which it functions as a non-nationalised 
Bank. 


Training of Staff 

Banking is essentially a service indu¬ 
stry. Its growth and success in serving 
the social purpose would almost entirely 
depend on the zeal, devotion and efficien¬ 
cy with which bankmen serve the public. 
The concept of service should permeate 
the rank and file, officers and workmen 
alike. 

A major deterrent to rapid expansion 
of banking, and re-orienting standards 
and concepts of lending, is the lack of 
adequate number of trained staff at 
various levels. To meet this difficulty, 
banks which have been suddenly called 
upon to shoulder heavy responsibilities 
and expand on an enormous scale, 
have to tried to extend the existing 
training institutions and open new ones. 
The National Institute of Bank Manage¬ 
ment (NIBM) established to assist banks 
in their new responsibilities has contri¬ 
buted to a great extent to the training 
of bank personnel. The seminars and 
workshops and management courses 
organised by them for various levels 
of bank officers are proving useful. 
I am glad to say that we have been 
making full use of the mtpertise available 
in NIBM in the selection of personnel, 
for manpower planning, for reorgani¬ 
sation of the administrative act-up of 


the Batik and for drawing iqi of the 
prcffile of a successful branch to as^ 
us in identifying iKospective centres 
for locating new brandies. I express 
my sincere thanks to the NIBM for 
all the assistance it has been rendering 
to us. 

During the year under review, we 
continued to depute our officers to the 
Bankers’ Training College, Bombay. 
Officers were also deputed to other 
institutions like the Adrninistrative Stair 
College of India and Institutes of Mana¬ 
gement. A batch of officers was trained 
in small scale industries finance under a 
special programme organised for ns at 
the SICT, Hyderabad, by the NIBM. 
Our Bank had the importunity of orga¬ 
nising Agricultural Workshops under 
the auspices of the NIBM for our officers 
as well as for the officers of other banks. 

Staff Relations 

It will be agreed that for the Bank to 
prosper as a competent instrument for 
public service, cordial reiatiom between 
the management and the staff are essen¬ 
tial. In spite of the best efiorts of the 
Management to avert it there was an 
agitation for 3^ months by the recog¬ 
nised staff union. Our staff relations 
have returned to normalcy by the end 
of October 1970 and I am happy to say 
that they continue to be cordial. 1 
hope and wish that the same atmos¬ 
phere continues undisturbed in future 
also. 

The foregoing will show that 
during a period of revolutiouorv 
changes in the banking industry, 
your Bank is striving its best to 
move with the times. The success 
achieved so far has been due, to 
a great extent, to the ready and 
willing guidance made available by 
the Reserve Bank of India. I ren¬ 
der my grateful thanks to this greid 
institution. I also thank the State 
Government, the Chief Minister and 
his colleagues and officers at 
Hyderabad and in the districts for 
the co-operation they have been 
extending to us. 

I express my personal thanks to 
my colleagues on the Board who 
place their time and experience un¬ 
grudgingly at the disposal of the 
Bank and myself in the discharge 
of my duties. I thank Mr M V 
Subbarao, our General Manager 
and all the officers and roemben of 
staff at the Head Office and 
branches for their devoted service. 

Note: This does not purport to be the 
summary of the proce^ngs of the 
Aimual General Meeting of the Bank. 
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Ceat Tyres of India Limited 

Statement of the Chairman, Mr P A Narielwala 


THE following is the Statement of the 
Chairman. Mr P A Narielwala, to 
the Shareholders of Ceat Tyres of India 
Limited, at the Thirteenth Annual 
General Meeting held on May 14, 1971 : 

Ladies and Centujmen, 

Before I proceed with a review of 
the Company’s operations, I would 
iik,e to extend on behalf of the Company 
and the shareholders, our felicitations 
to the Prime Minister, Mrs Indira 
Gandhi, on her outstanding victory in 
the recent General Elections. The 
electorate has shown its complete 
confidence in her leadership and given 
her the mandate to raise the social and 
economic standards of the country. 
We wish her well in the stupendous 
task, confronting her and her colleagues 
in the Government and we assure her 
of our fullest support in achieving the 
goal of a highly industrialised and 
prosperous India, in the shortest possible 
time. 

After an uninterrupted record of 
improved trading since 19M, last year 
we suttered a set-back both in produc¬ 
tion and sales on account of the uncalled 
for strike from April to August 1970, 
which is reflected in the working results 
of the year. The strike was called off 
unconditionally after four months as a 
result of the intervention of the Minister 
for Labour of the Maharashtra Govern¬ 
ment. to whom wc are indeed grateful. 

PllINf Il'I.ES OF DlSt.lPLINE 

At the last Annual General Meeting, 
I had mentioned to the shareholders 
that the strike started by the Mumbai 
Shramik Sangh was on questions of 
staggering of working hours, promo¬ 
tions and departmental transfers. These 
questions involved principles of disci¬ 
pline, productivity and managerial 
functions and I had stated then that the 
Company would not compromise on 
them. In upholding these principles, 
the Company has obviously paid a high 
price but I am confident that the share¬ 
holders will endorse the firm stand 
taken by the Company’s management in 
dealing with the strike situation as othc-- 
wise there could be no progress in 
the Company’s growth or development. 

In retrospect, one is left to wondei 
as to who benefited from this strike. 
The Company lost about Rs 1.35 crores 
of gross profit on account of the reduced 
turnover. The country lost a produc¬ 


tion of over 150,000 units of tyres. The 
striking workers lost their wages and 
benefits with consequential hardship to 
their families. The Central and State 
Governments suffered in their tax collec¬ 
tions and our dealers were starved of 
their quotas m a growing market. 

As for the shareholders, the Board 
of Directors could only recommend the 
payment of a Dividend at last year’s 
level and I trust it will receive the share¬ 
holders’ full approval. If we have a 
year of peaceful industrial relations and 
a steady growth in our production and 
profitability, the shareholders could look 
forward to a better return on the current 
year’s working. 

Incheasf in Tntetie.st Rates 

Though the availability of raw 
materials during the year was fairly 
satisfactory, there have been significant 
increases in costs. With the Finance 
Act of 1970. the price of synthetic rubber 
rose by Rs .100 per ton on account of the 
imposition of excise duty. The tighten¬ 
ing of credit facilities has led to an 
increase in the rales of interest charged 
to us by oui bankers. Additionally, 
on the recommcnilation of the Tariff 
Commission, revised floor prices were 
fixed for natural rubber; these prices 
are very much higher than the interna¬ 
tional prices of natural rubber in the 
major producing countries of the world, 
viz, Malaysia, Indonesia and Ceylon. 

In view of the large stocks of rubber 
available in Cochin, the Government of 
India directed the State Trading Cor¬ 
poration in the month of September 
1970 to enter into the market so as to 
assure the floor prices to small growers 
and to build up buffer stocks for the 
rubber industry’s requirements. It is 
hoped that the Corporation will ensure 
the ready availability of rubber to the 
Industry at the control price by conduc¬ 
ting its operations on an efficient, 
timely and economic basis. 

Production of natural rubber in the 
country during the year 1970-71 has 
increased to over 90,000 (ons. Due (o 
labour troubles in the Tyre Industry, 
the indigenous production of natural 
rubber last year was just about sufficient 
to meet the rubber consumers’ demand. 
I should therefore like to sound a note 
of caution that, with the anticipated 
increases, in tyre production from its 
current level, the consumption of natural 
rubber will increase substantially and 


production in India will not be able to 
meet the Industry’s demand. In order 
to avoid any hardship to the Industry, 
Government would do well to arrange 
timely imports before rubber stocks in 
the country fall below the minimum level 
and the crippling cflects of a shortage 
are felt. 

There has been no substantial break¬ 
through since last year in the critical 
situation of fabrics availability. The 
cord conversion capacity of the industrial 
yarn manufacturers is still limited and 
if the Government does not take urgent 
steps to sanction and have implemented 
the increased capacity, the Tyre Industry 
would find Itself in a difficult position to 
attain their expanded capacities. 

Apart from the growing insistence for 
nylon tyres in the export markets, the 
demand for them in the country is 
rapidly increasing. The Government 
should take an early decision on the 
implementation of nylon tyre cord 
production on a commercial scale, even 
if It means importing caprolactum initial¬ 
ly. 

SlIOBIACE OF TvIIE.S 

With only a marginal growth in the 
Tyre Industry’s production in 1970 and 
with the labour troubles faced by it, 
the inevitable repercussion in the market 
was a shortage of tyres. However, with 
the combined efloris of all the members 
of the Industry, effective steps were 
taken to ensure a fair and equitable 
distribution of tyres and to see that the 
consumers’ requirements were met at 
the recommended selling prices. The 
demand for our own tyres continued un¬ 
abated and from the second half of 
this year, when our production should 
show a significant increase, wc hope to 
fulfil the bulk of the demand of the 
market. 

From 1st January 1971, the Automo¬ 
tive Tyre Industry voluntarily reduced 
the prices on supplies of certain larger 
sizes of lyres to Defence and to the 
replacement market. However, with the 
continuing rise in costs of all materials 
and labour, it will be most difficult for the 
Industry to continue maintaining the 
present selling prices, for any length of 
time, without seriously diminishing its 
profitability. Wc are keeping a close 
watch on our operations and, while 
some of the costs could be absorbed 
on account of the anticipated higher 
production during the current and sucee- 
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ding years, the Company would not be 
able to hold the price line under prevail¬ 
ing conditions. The Budget for 1971-72 
will shortly be placed before Parliament, 
and it is to be fervently hoped that there 
will be no further imposts on the Auto¬ 
motive and Bicycle Tyre Industries. 

Last year was a record one for ex¬ 
ports of automotive tyres from India. 
Our own exports exceeded Rs 83 lakhs 
and we maintained our position as the 
second largest exporter in the anintry. 
This performance may seem paradoxical 
in the context of our lower production 
but we considered it imperative that our 
past cllorts in developing our exports 
should not be lost by withdrawing from 
the international market, but that we 
should continue to hold our position and 
even to venture into new territories. 
We have painstakingly built up our 
exports in order to meet our obligation 
to Government of exporting 10 per cent 
of our production after expansion. We 
have already reached this target in 1970 
and al-hough it may be a dilDcult task 
in the future, it will be our endeavour 
to keep up our exports on an increasing 
scale. 

Expansion Piiooiiamme Dei-ayed 

You will have read from the Direc¬ 
tors’ Report already before you that 
on account of the strike our expansion 
programme has sullered a delay. Since 
the end of the strike, however, the work 
of installation is progressing apace and, 
barring a few items, we rcxpect to comp¬ 
lete the expansion of the factory before 
the end of the current year. Our in¬ 
creased licensed capacity for producing 
650,000 tyres and tubes per annum 
should be in commission from 1972. 

Our land at Bhandup is now fully 
utilised and no surplus space is available 
there for setting up the Bicycle Tyre 
Plant. In conformity with the Maha¬ 
rashtra Government’s policy for esta¬ 
blishing new undertakings in industrially 
underdeveloped areas, the Board has 
decided to set up the Bicycle Tyre Plant 
in Nasik. where the Company has ac¬ 
quired 100,000 square metres of land 
from the Mahara.shtra Industrial Deve¬ 
lopment Corporation. Shipments of 
machinery for the Bicycle Tyre Plant are 
expected to reach towards the end of 
this year and the civil work at site is 
scheduled to begin from the middle 
of this year. 

The Government of India has issued 
a number of Letters of Intent for esta¬ 
blishing new automotive tyre factories 
in the country. It is not yet known 
how many of these Letters of Intent are 
likely to be converted into firm Industrial 
Licences. In the meantime, the demand 


for automotive tyres and tubes, will 
outstrip the increased production anti¬ 
cipated from the existing manufacturing 
units. It would be necessary, therefore, 
for Government to confer with the 
existing tyre companies in order to plan 
further expansion, if shortages in tyre 
supplies arc to be avoided in the coming 
years. Wc ourselves are ready and 
equipped for a further expansion of our 
capacity as soon as the Government 
issues additional Industrial Licences. 

I had mentioned in my Statement to 
the shareholders last year that our Tech¬ 
nical Agreement with CEAT Interna¬ 
tional SA had expired in 1968. Our 
eftorts to extend this Agreement for a 
further period is still awaiting the appro¬ 
val of Government of India. Despite 
the long delay and without having 
received any payment for the technical 
services rendered to us during the last 
21 years, our collaborators continue to 
render us all possible technical help and 
keep us informed of the latest develop¬ 
ments in rubber technology. Our pro¬ 
ducts today enjoy the highest reputation 
for their quality, thanks to the technical 
assistance which is being supplied to us. 
We are indeed grateful to them for their 
patience and for their continued assis¬ 
tance. Wc have more than once drawn 
the attention of Government that, in the 
highly competitive markets of the world, 
it is desirable and absolutely necessary 
to receive a continuous flow of the latest 
developments in rubber technology with¬ 
out which, we would neither be able to 
compete in the export markets nor be 
able to give the benefit of an improved 
product to our domestic users. We 
venture to hope that Government will 
come to an early decision on the renewal 
of our Technical Agreement. Although 

New Agricultural 

A CONSULTATIVTs Group on Intei- 
iiutioiial Agricultural Research has been 
lonned with the participation ol six¬ 
teen goveniineiits, six international and 
regional development organisations, 
three private foniidations and the In¬ 
ternational IX'velopinent Research Cen¬ 
tre. The Group is sponsored jointly by 
the World Hank, the FAO and the 
United Nations Development Tro- 
gruinme. 

Discussions leading to formation of 
tin- Consultative Group were initiated 
several months ago because of a grow¬ 
ing recxignition that, despite the im¬ 
portant advances of internationally 
supported research in raising yields ot 
wheat, niair.e and rice, a much broadei 
international and regional research ef¬ 
fort IS needed to reinforce national 


the Company intends, in a small way, 
to start a research and development 
department of its own, it would be years 
before we could hope to receive any 
benefits from it. 

The existing agreement with the 
Union having expired in July 1970, a 
new agreement covering the factory 
workers was negotiated after the with¬ 
drawal of the strike. This agreement has 
now been signed for a period of approxi¬ 
mately 4^ years, ending 31st December, 
1974. The overall increase in wages 
and benefits promised to the workers 
will raise the labour cost by about 37 per 
cent. It has always been the Company’s 
poliy that its employees should fully shore 
in the Company’s prosperity which, in 
turn, depends on the efficiency of opera¬ 
tions and improved productivity. 

Thanks 

The year 1970 has been a year of 
.stress and I would like to thank, on- 
behalf of the Board and the shareholders, 
all those employees who co-operated 
witli us in keeping the factory going, 
under great physical and mental strain 
and at personal risk to themselves, dur¬ 
ing the period of the strike. Their 
efforts have enabled us to show a profit 
and to even maintain the dividend. We 
arc also grateful to our valued dealers in 
having shared our anxiety throughout 
this difficult period and to our consumers 
for not having lost faith in us or in our 
products. It IS our pledge to continue 
giving them a top quality product com¬ 
bined with our best services in the years 
to come. 

P A Narielwala 
Chairman 

Bombay, 1st May, 1971. 

Research Group 

effoits III clealhig with a wide lange of 
•igi icuUural prohloins. 

The Group, after reviewing existing 
leseurch activities, will explore major 
iie«' areas of pos-fible iiivi'sligation, 
taking account not only of technical 
but also of ecological economic and 
social factors. Its objectives include 
helinng to synchronise national and 
international agricultural research el- 
lorts and encouraging fii.ll exchange 
of intonnation among national, regional 
and iitemational research centres; dis¬ 
cussing the financial requirements for 
high-pi lority international and regional 
leseau'h activities, keeping in view the 
need for continuity of research over a 
long period; undertaking a continuing 
leview of research priorities in the light 
ot needs of the developing countries. 
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woncIer of tNe WORld I 


set your eyes on the sky 
for the biggest thing 
you've seen on wings. 

353 tonnes of magnificence 
riding the heavens like a 
colossus, lining the clouds 
with silver so true. 


my wondrous, beautiful 747 
stretching wide its gleaming wings, 
your only greatway to the world, 
from India. 

your palace in the sky. 


the aiUne that hves you 
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In one word—Responsive 


Guest Keen Williams Ltd 


To us, responsiveness is 
extending our resources to 
imeet the needs of industry. 

For instance we have 
Introduced the application of 
alloy and special steels where 
conventional mild steel was 
used. Made high tensile 
fasteners and self tapping 
screws to improve the perfor¬ 
mance of machinery subjected 
to vibration stress and strain. 
Developed aluminium die-cast 
rotors to assist the manu¬ 
facture of small and medium 
size A.C. squirrel cage motors. 
These are just a few examples 
of what we have achieved. 

Of what we are constantly 
doing. By transforming the 
quality shape and size of steel, 
we multiply its functions. 
Convert it from mere metal 
to sophisticated components. 
Anticipating industry's new 
and changing requirements. 

To do this we have to be 
responsive. 
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No Cutting. .Edge 

WATCHING the first reactions to his Budget in Parliament and outsid^ ^ 
Finance Minister can well argue that if, as some of his critics have averred, bis 
tax proposals betrayed convenUonal Uiinking. much ol the criticism of them 
has Lt been exactly distinguished for its freshness. One group of critics, with 
the spokesmen ot the Leftist parties as usual vociterous, have taken the com¬ 
mon man’ line. It is a measure ot how tile Finance Minister has been on the 
whole sparing ol the ’eommon man’ this year that Uie proponents ol tins line 
have had to clutch at the excise duty on tmidu. Whether or not this is a terrible 
blow at the common man’, it is about time it was realised that no amount ot 
soaking the ’rich’ (where docs one draw the line?) will yield resources «. any 
scale necessary tor development. The other line ol criticism has been that the 
Budget hits at saving and investment. This argument, agam. can be earned too 
tar. Ot course, there has to be dillereiitial tax treatment ol income spent and 
income saved. But beyond a point the eiosion oi the piogrcssiveness of taxa¬ 
tion inuilicit in the encouragement ol saving must deieat the egalitarian ends 
oi fiscal policy. The incentives which already exist are enough to make it 
possible tor even those in the middle tax brackets to provide ample nest-eggs 
tor themselves and their progeny, at the expense substantially oi the Govern¬ 
ment. In company taxation, encouragd by the advance indications ot an up¬ 
swing in corpoiate investment, the P'inaiite Minister has in the Budget mode¬ 
rated some ol the so-called incentives available till now. I'lie major criticism 
ot tlicse iiieentivcs was Uiat they were sulliciently undiscrimiuatmg and, there- 
tore, served to ellect a more or less across-the-board lowering ol the eifcclivc 
rate ot corporate taxation to substantially below the nominal rates. However, 
the scaling down ot the incentives proposed in the Budget is equally uiidis- 
criminatiiig is, tlieretore, open to the same critieisiii ol lack ot selectivity. 

In tact, this criticism is aviplicalile not merely to the corporate taxation 
proposals but to the Budget’s tax measures as a whole, llie Finance Minister 
does say in his Budget spce-ch that “tiseal policy ... is not a matter simply, or 
even piimaiily. oi laish.g rc.souiees to meet the inescapable demands on the 
national exchequw", but what one misses m llie Budget is precisely the attempt 
to use iiseal mstrumenls to selectively inHiieiice the level and diiectiou ol 
eeonomie activity. To take one insUiicc, liom among the excise duties, ibe 
Govcrmiient has been tiyiiig to get textile nulls to produce Uie in.iss consump¬ 
tion vancties ol cloth at controlled putts. But tlie relative piolitubilitics ol 
these varieties and the others have been such that mills have lomul it worth¬ 
while to pay the ollieially pieserilK-d ix;nalty and go on pioauciiig tlie other 
vaiieUcs. llcic was a situation in which the Finance Minislei could have used 
the iiseal instiuiiient to strengthen the pressure on the textile industry to pio- 
duee the controlled varieties ot cloth. This could have been done by sharply 
hiking the excise on the non-contiolled varieties. Instead the excise duty pro- 
iwsal ior cloth is based on the tiaditionul eoarse-medium-lme classification 
under which expensive varieties ol cloth ol uppei class consumption pass off 
us medium and coarse. 

Similarly, m company taxation, while there was little justification lor the 
cuntiiiuutiun of the geneialised exeiniition.s and deductions which served only 
to lower the effective rate ol eortioiate taxation, the attack on them could 
have been made the occasion loi inlioducing a measuie ot selectivity and dis¬ 
crimination into the sehrane of coipoiate taxation. Thus could not the modifica¬ 
tions m the scheme ol incentives attempted by the Fiiiunee Muiister have been 
directed at inoinotiiig investincnl in selected mdustiies where the need tor 
capacity expansion is urgent, encouraging industrial investment m backward 
aieas or fostering larger employment where labour-capital substitutabiiily exists. 
The generalised development rebate needed to be done away with, but the 
principle ot it could have been retained to seive some ot these purposes. 

it is this al>seiic<; ot any effort to harness tlie fiscal meusuies to support 
accepted econoimc policies which is a major shortcoming ol the Budget. As 
a result, the mam, il not sole, justification of the tax proposals is the amount 
ol revenue tliey yield. But the size of the revenue yield by itself cannot be 
un adequate justification. The I'mance Minister has to justify the tiansler ot 
resources to the Government in terms ol the use to which the lesomces- ore 
put. ’The justification must consist in the Govenmient’s proven ability to use 
the resources transferred to it for productive invi-stmeiil according to f’lan 
priorities and for expansion of communal consumption .so that the poorer sec¬ 
tions of the people are able to expand their consumption more rapidly. Judged 
in these terms, the Government’s performance recently has been far from re¬ 
assuring. The additional taxation of Rs 170 crores proDosed in loTn-j-i 
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Centre’s Plan outlay. As it happened, 
while the transfer of resources implied 
in the additional tax effort went 
through, the increase in Plan outlay 
did not materialise. Oljviou.sly, this ex¬ 
perience cannot be repeated too often 
without destroying the credibility ol 
the Coveniment’s claims to transfer 
of progressively larger resources 
to it. 

Aid _ 

A Different Backdrop 

WITH the Budget out of the way, 
Vitta Maiitralay officials must be 
getting ready for the Aid Consortium 
meeting later tins month. By now this 
exercise is as well-drilled as Budget- 
making. There will be the same 
familiar laces in I’aris, on both sides, 
and the agenda will lie a well-thumbed 
one, too. The debt rescheduling 
arrangement for the three-year period 
beginning 1968-69 ended with 1970-71. 
Total debt rescheduled during the 
p<!riod amounli-d to Bs 241.5 crores, 
or rather more than the target ol 
Rs 225 crores. And yet the burden ol 
debt servicing glows h*;avier. So tlu’ie 
will be renewed pleas for more re- 
schediilmg. There will also be the usual 
harangues for soiter terms and against 
tying aid to purchases from donor 
countries. In (his latter matter some 
sucivss has recently come our way with 
the US decision to permit AID loans 
to be used for piiichases from specified 
developing coiintiies. Attempts will be 
made at Paris to oiieii this chink a 
little vvidiT by getting the other Con¬ 
sortium membeis to lull in line, though 
the prosix'ets ol siicce.ss are not exactly 
bright. 

However, our major effoit will be, as 
always, to wheedle out as large a 
dollop ol aid as we can from the 
Coiisortiiim countries. The arguments 
will lx- lauiiliar ones. Cross aid coni- 
iiiitinents and disliiirsements have been 
tailing and, given the growing burden 
ol siTVieing, the decline in net terms 
has been even more jirecipitate. The 
statistics are all theie in the Covi’rn- 
nieiit's Keonoinie Sui'vey. 

Aisl ilishursi-inent declined lioin 
Rs 866 eioies in 1969-70 to Rs 769 
crores in 1970-71. Even excluding 
food aid, which tell from Rs 155 crores 
to Rs 99 crores, disliiirsements were 
lower at Hs 670 crores tsnnpared to 
Rs 711 crores. Since the burden of 
debt servienig rose from Rs 412 crores 
to Rs 435 crores, the contraction in not 
aid flow (which had stood at Rs 863 


crores in 1967-68) ^ was ftom Rs 454 
crores to Rs 334 crores. 

Steep as the fall in aid utilisation 
was, the decline in fresh commitment 
of aid was steeper. Commitment of 
new aid declined from Rs 831 crores in 
1969-70, the first year of the Fourth 
Plan, to Rs 612 crores in 1970-71. As 
a result, our hoard of unused aid, 
politely termed ‘aid in the pipeline', 
declined from Rs 1,872 crores at the 
end of 1969-70 to Us 1,715 crores at 
the end of 1970-71. 

To sum up tht! facts: use of aid has 
declined and fresh aid commitments 
have declined even fa.ster so that there 
has hecn a fall in the rpiantum of aid 
in the pipeline. So what ? What do 
these stutistic.s mean? If they are in¬ 
tended to convey the impression of an 
economy straining at the leash of 
foreign aid, the impression would lie 
substantially ialse. The discussion of 
external assistance in the Economic 
Survey (pp 60-6il) is throughout in 
tenns of cump<irison oi current aid 
magnitudes with past magnitudes, nut 
with what the current magnitudes 
should have been in terms ol the 
calculations of the Fourth Plan. It is 
almost as if it were the Covi'nmient ot 
India’s policy that aid cummitinent and 
utilisation should nut fall below certain 
arbitrary levels reached in the past. 
But what is the sanctity of these past 
levels? Why should aid in 1971-72 he 
more and not less than what it was last 
year? And what is the particular merit 
ui maiiitaining the aid hoard in the 
pipeline at given levels? In short, 
where does all this lireast-beating alioiit 
‘declining' aid fit in with the policy 
objective ol reducing net foreign aid at 
th<' end of the Fourth Plan to half the 
level at the Plan’s hegmning? 

By the calculations of our own Plan, 
wc appear to have been quite well 
.served by our aid-givers. Thi' Plan 
had budgetetl lor total net loreigii 
assistance of Rs 1,850 crores; actual net 
dishursemeiits in the first two years of 
the Plan came to 42 per cent of this. 
This does not seem too high till it is 
realised that investment in these two 
years has been only a little over onc- 
(juarter of the Plan’s five-year target. 
As a result, whereas over the Plan 
peiiod 8 per cent of investment in the 
economy was expected to be financed 
hy net foreign assistance, in the first 
two years the proportion has been as 
much as 13 per cent. 

The purixise of these Ixjring calcula¬ 
tions is only to suggest that foreign 
aid, or more generally availability of 
foreign exchange, has not been a 


constraint on either the rate of invest¬ 
ment or die rate of growth so far in 
the Fourth Plan. In the first year of 
the Plan, despite the low export growth 
of only 4 per cent against the Plan 
target of 7 per cent and the liberalisa¬ 
tion of imports, foreign exchange re¬ 
serves went up by Rs 244 crores after 
repayments to the IMF amounting to 
Rs 125 crores. Though there was a 
decline of Hs 88.5 crores in foreign 
exchange reserves in 1970-71, this was 
after payments of Rs 176.3 crores to 
IMF. Together with the still large 
amounts of project as well as non¬ 
project aid available in the pipeline, 
these facts suggest that if the Indian 
economy did not see fuller use of 
industrial capacity and larger fresh 
investment, it was not liecause of any 
bottleneck or constraint on the foreign 
exchange front. Rather it was the low 
level of saving and investment and the 
piKir utilisation of existing capacity 
which imiKised a limit on the. use. of 
availalile foreign exchange resources. 

Fertiliser Consumption 

Not an Independent Variable 

EVEN while Goveinment has been in 
haste to license new fertilisi'r capacity 
ill an attempt to cover the g.ip bet¬ 
ween demand ami indigenous supply, 
feitiliser eonsiimption has fallen short 
of the projected deiiiand lor the third 
year sinu* 1968-69. Fertiliser consump¬ 
tion had picked up sharply following 
file introduction ol the high-yielding 
varieties in 1966-67, but two years 
later, it rose far less than had l>cen 
projected on the basis of the require¬ 
ments of the new agricultural strategy. 
According to official estimates, con¬ 
sumption ill 1970-7] fell 18 per cent 
short of the target, and though this 
may seem not .so bad after the pre¬ 
vious two years when the projected 
levels were missed by 37 per cent and 
23 per cent, it may merely be because 
the target for 1970-71 had been revised 
downward. 

Fertiliser demand forecasts are 
usually based on annual crop produc¬ 
tion targets for various agricultural 
commodities. A shortfall in them could 
reflect several things. It may be that 
the projections are wrong, based as they 
are on fertiliser needs of already em¬ 
ployed high-yielding varieties in parti¬ 
cular regions. In fact, however, fertili¬ 
ser needs of the new varieties vary 
widely according to soil and water 
availabilities. Consequently, alRtough 
(as the annual Plans indicate) the ac- 
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reage under the new varieties has in¬ 
creased as targeted, if not more, the 
fertiliser requirement of the areas new¬ 
ly under HYVP may be lower than 
was anticipated. The Fourth Plan ad¬ 
mits that soil-testing has not been 
adequately extensive and that the ex¬ 
isting soil-testing centres are neverthe¬ 
less underutilised. 

But there are other possible explana¬ 
tions that have more serious implica¬ 
tions. Again, as the Fourth Plan recog¬ 
nises, it is not enough to increase the 
area under the high-yielding varieties. 
As important as putting more acreage, 
each year, under the new seeds is “the 
thrust of elfort in the .sphere of ex¬ 
tension". This encompasses irrigation 
planning, advice on cidture practici's to 
suit the seeds, etc. The Plan irself is 
painfully aware of the shortcomings in 
this field. In the few years since 1968- 
69 little irrogress seems to have been 
made in the sorts of expert advice and 
organised assistance in credit and water 
management, that must accompany the 
introduction of the high-yielding varie¬ 
ties. And there are indications too ol 
IlYV having ri'achcd the linuts ol 
available irrigation facilities. As a re¬ 
sult, even while there has been pres¬ 
sure from the top to ‘lulfil' the IIYV 
programme by extending the acreage 
under IIYV, the achievement has been 
mostly limited to such a spread. The 
fact that the States with the largest 
share in the new strategy have failed 
to meet their targets ol fertilisa'r con¬ 
sumption may indeed he the result of 
this. Moreover, the ‘package pro¬ 
gramme’ for achieving a hreaktliroiigli 
in cash crops was i-xiK*cted to requiie 
significant quantities oi fertiliser. Sime 
that hieakthroiigh is yet nowhere evi¬ 
dent, an important segment ol the 
projected demand for fertiliser will 
not have materialised. 

It is also possible — though the 
planners have recognised that the iiilii- 
liitions in fertiliser consumption arise 
on the demand side — that fertiliser 
manufacturers have failed to make 
adequate promotional efforts. In an es- 
s<-ntially s<“llers’ market in which de¬ 
mand exceeds their production, and 
with freedom to fix pric«‘s in a situa¬ 
tion in which there is effective import 
control, they would Icel little need to 
promote sales. Moreover, given the 
slow pace at which now projects are 
being implemented, the internal .short¬ 
age is unlikely to disappear by the 
officially predicted date of 1975-78. 

In the circumstances, it would be 
folly for Government to .stay content 
with enumerating the reasons for the 


^un-tfall .in the targeted fertiliser con¬ 
sumption. The shortfall, reflects the 
weak areas in agricultural development. 

There Is a further x>oint. The high- 
yielding varieties programme was al¬ 
ways openly aimed at the larger, more 
aflrluent farmers who can command the 
wherewithal reepured for undertaking 
and managing the new seed crops. It 
seems that they have been more or le.ss 
covered by now atul that it is the c<m»- 
paratively smaller fanner, not yet ori¬ 
ented to the market economy and with¬ 
out the ni!cs-s.sary capital means, who 
is now being hi ought into the purview 
of the agricultmal strategy. 

Maharashtra 

The New Feudallem 


A Correspondent writes: 

THE development of co-operative 
enterprises by big landowners in Maha¬ 
rashtra, partieularly in the western 
districts, has given the Congress a solid 
base, especially alter the formation of 
unilingiial Maharashtra in 1960. With 
the co-operatives dominating economic 
life in the countryside, the Congress 
has c-ome to oceiips a unique position 
svith its army o( thousands of ‘social 
workers’ in the villages, all working in 
the co-operative sphiTC. 

The extent ol wealth, power and 
pre.stige of flic main beneficiaries of 
the big cx)-opeiatives hacked by the 
Congress can he gauged by a recent 
set of marriages in the town of Akliij 
in .Sholapiir distiiit. The marriages 
weie of the son and daughter of a well 
known co-operator and Congress MLA, 
Shankarrao Mohite. Akluj town wore 
a festive look on the m,rrriage day 
reminding one of the annual se.ssions 
ol the Indian National Congress. 
•Shankarrao Mohite entertained more 
than one lakh peisoiis on that day. The 
marriages were attended by top digni¬ 
taries, including tlio Union Finance 
Minister Y B Cliavaii, the MPCC Presi¬ 
dent Vasaiitrao Uad.i Palil, Ministers of 
the Maharashtia Government, MPs and 
MLAs. Akiii) experienced irnprece- 
dented festivity. The village was 
decorated with 400 arches; 10,000 
voluntiers winked day and night to 
make the marriage a succi'ss; .some 500 
trucks and 150 cars brought in over 
one lakh peopli- from 80 surrounding 
villages who had received invitations 
From .Shankarrao Mohite. 

The marriages were performed with 
feudal pomp. The presents received 
included 600 tolas of gold, two Fiat 


cars, two Ambassador cars and a truck- 
load of silver utensils. A family which 
chose to remain anonymous presented 
17 gold rings to the members of the 
Mohite family. Another ‘unknown’ 
family presented a diamond ring to 
Shankarrao Mohite. The presents also 
included Rs 51,000 in cash from one 
family and another Rs 51,000 from a 
village. 

The budget for food, refreshments, 
lighting and decorations was estimated 
at Rs 5.00,000. Arrangements were 
made to serve food to 25,000 people at 
a time and five such batches were 
Served after the wedding ct*reinony. In 
order to supply cold water to the 
gue.sts, the organisers of the marriage 
put thousands of ice slabs in wells in 
and around Akluj. In all, 27 marriage 
committees were formed to take care 
of the organisational chores and these 
committees met for over a month to 
plan the festivities. Shankarrao Mohite 
was the chairman of all the 27 com¬ 
mittees. 

This was not the first occasion that 
Mohite eelehrated a family function on 
a grand scale. On his 51st birthday 
he had received presents of over 
Rs 1..35 lakhs in ca.sh and kind. When 
he moved into his new house in Akluj 
he hail received presents, again in cash 
and in kind, of over Rs 2..5 lakhs. 

Shankarrao Mohite has been the 
Congress MI.A from this area ever 
smee 1952. Ho is the Chairman of two 
big sugar co-operatives .since their in¬ 
ception, one hearing his name and the 
other that of the Union Finance 
Minister. Mohite is also chairman of 
the I,and Mortgage Bank and the 
Sholapiir District Ccntial Co-operative 
Rank. In addition, he is chairman of a 
nimihcr of taliika co-operative sale and 
piiichasc iiiiiuns in the district. 

Mohite belongs to a family of 
Maratha landholders and is very 
liopular in the district. He never misses 
a .single social function, of the rich or 
the poor, in the villagi’s of the area. 
He has made it a point to attend per¬ 
sonally social iiiiictioiis not only in his 
constituency of Akluj but in the entire 
district of Sholapiir. He is known for 
his organisational skills. He enjoys the 
confidence and support of Y B Chavan 
and the Congress bosses in the State 
and is, at the same time, very popular 
among the ‘ma$.ses’. Though he has 
never sought positions in the party or 
in the government, through his hold 
over the sugar co-operatives and the 
co-operative Iranks he has been a power 
to reckon with in Maharashtra politics. 

The celebrations in Akluj ore but 



Jane 6, 1971 


j‘ ' ' ' •' r ,r''ru“ . t" A <k;». 

ECONOMIC JOUnCAL wmcbY ’ 


one example of the display of wealth 
and power by the new class of rich co- 
operators and rural entrepreneurs who 
have established themselves in the 
countryside in Maharashtra. 

Licenaing _ 

8oin« Loospnlne? 


RECENT decisions seem to indicate 
that the Government is slowly relaxing 
Its tough posture on licensing. The 
main plank of licensing policy not so 
long ago was that licences to large 
houses would be severely curtailed, 
with a similar policy being followed 
regarding foreign collaboration. As 
regards large houses, the main strate- 
gem for relaxation appears to be the 
development of backward areas; in 
addition ‘‘greater efficiency” and ‘‘mini¬ 
mum economic size” have been adduc¬ 
ed as justification for issuing expansion 
licence to these houses. Some of the 
licences recently issued, like those to 
Birlas, Andrew Yule, Sarabhais, Jat- 
purlas and Kamanis, have been justi¬ 
fied on these grounds. The Government 
has also been allowing foreign collabo¬ 
ration agreements selectively. Recently 
12 such applications have been cleared 


Costly Price 

GOOD weather, widespread use of 
hybrid varieties, and better culture and 
Watering methods have produced a 
bumper coffee crop in 1970-71. At 
1.10 lakh tonnes, coffee output is 50 
p<'r cent higher than in 1969-70 and 
exceeds the Fourth Plan target of one 
lakh tonnes. The magnitude of the in¬ 
crease has been unexpected and is 
causing concern among coffee interests. 

Doiiiestie (leiiiiiiul, at .iboni d.'r.tKK) 
tonnes, is low enoiigb. .\n(l, though the 
Cotfis' Ifoaid li.is several plans up its 
sleeve to boost internal sales of coffee 
the.se can bear results only in the long 
run and that, too, if coffee is made 
eheaircr to the consumer. On the other 
hand, i-xpoits ol coffee ore governed 
largely by an International Coffee 
Agreement, and piiee r(>ulisatlon on the 
export (jiiotas under tins has been low 
following a fall in the international 
price of coffee. Exirort to non-iiuuta 
countries is thwarted by the severe 
competition from Latin American and 
Africini countries. Hopes, entertained 
at one time, of capturing the South- 


on the basts of minimum export re¬ 
quirement of 50 per cent of output. 

The relaxstions have become neces¬ 
sary mainly because of the failure of 
the middle sector to come up. Appa¬ 
rently, as the Finance Minister said 
in his Budget speech (on the basis of 
undisclosed data), there has been some 
upsurge in small industry. No such 
groundswell is, however, evident in the 
medium-scale industry sector. The 
field left open to the initiative of such 
industry has remained unoccupied. 
Hence the Government’s concern to 
induct the large houses to spur the 
overall level of investment. 

With the proposed discontinuance 
of development rebate from 1974, the 
pressure on Government to expedite 
licensing decisions will automatically 
increase. Licences issued in 1972 will 
be too late, given the slow-moving 
Government and private enterprise 
machineries, to qualify for the rebate. 
Moreover, after the short-term rush, 
there may be a slow-down of invest¬ 
ment decisions in 1973 and of actual 
investment after 1974. The Govern¬ 
ment needs to work out a clear plan 
to deal with this situation right now 
— rather than wait till another reces¬ 
sion overtakes it. 


Maintenance 

East ,\sian iiiarkel are unliki'ly to mate- 
lialise liceaiise of the entry of Iniloiie.sia 
as a major exporter of coffee to this 
legion. 

The Coffee Board has generally 
sought the <'asy way out. It has tiled 
to in.-ike up for the loss on exports by 
eieating an artificial shortage of coffee 
III the domestic market to bolstering up 
the doiiieslie price. La,st year, releases 
weie 0.000 tonnes shorter than esti¬ 
mated efteetive demand. The Coffe<‘ 
Boaid now feais that the emi’rging ,,ur- 
pliis siliiallon might bring down intern,)! 
piit-es. Already, as a result of the lise 
in production, the price has fallen by 
about 1.5 pel cent. 

Y)-l 1h)' Coffee Board and the coffee 
plantation industiy should not lie too 
perturbed. Coffee production fluctuates 
widel>’ oviT the years. Consequently, 
there is no guarantee that the current 
iiicrea.se in production will be maintain¬ 
ed, and the Coffee Board will very like¬ 
ly make liberal provisions for a buffer 
stock ostensibly to forestall future shor¬ 
tage situations but immediately to 


provide a barrier against any steep fall 
in the internal price. 

But there is a longer term economic 
solution that is more pertinent. There 
is acute need to increase the producti¬ 
vity of our plantations. Indeed, it Is 
on this^ improvement that the planta¬ 
tions should rely for improving their 
financial performance. The normal 
‘economic’ life-span of coffee plants is 
50 years. However, in India, 51 per 
cent of the plants are over this age and 
over 30 per cent are 70 years old. 
I’lantation companies, whose profitability 
has improved in recent years, have not 
thought of ploughing back their profits 
for replacement of old plants in a bid 
to achieve higher productivity that 
could yield comparable profits at lower 
price levels. Instead, both the Coffee 
Board and tlie plantation industry have 
concentrated on maintaining internal 
prices to compensate for the lower 
nnirgins abroad. Why should not the 
eon.Mimer benefit from the increased 
liroduetioii of coffee in the country? 

Bonus Issues 

Cutting through the Tangle 

WITHIN less than a year of the adop¬ 
tion of bonus issue guidelines (based, 
incidentally, on the recommendations 
of a 'committee'), some further condi¬ 
tions luive Iiocn prescribed. Originally, 
to curb frequent, small bonus issues it 
was suggested that there should be a 
minimum time-period between two 
issues. Now it is suggested that the 
.imoiint of free reserve.s, left after 
bonus issue, should form one-third 
(mstciul ol oiic-fiith) of total .share c.tpi- 
tal (after capitalisation); and the 
company must make a statement re¬ 
garding the proposed dividend for the 
first year after the bonus issue. 

Bonus issues do not change the real 
capital position of an enterprise. One, 
therefore, fails to understand why the 
Government does not allow capitalisa¬ 
tion out of, for example, reserves built 
up out of development rebate. But the 
issue of bonus shares does lead to 
some speculative activity out of which, 
given our system of ‘house' brokers, 
insiders benefit. More recently bonus 
issues have been used by parties at¬ 
tempting to take-over companies in 
their battles for proxies. The Com¬ 
panies Act does little to curb such 
activities. 

Bonus issues have been made in 
driblets recently and bonus shares have 
been often issued in lieu of dividend. 
Thus bonus issues of 1 share for every 
9 to 11 shares (equivalent to 11 to 9 
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pet )6el>t 0ivl4eod) were epienty a couple 
o£ ye«TS ago. Vetf <^ea the ccuninay 
had a(iiniiB 9 in reserres to justify capi> 
tallsation, did not have earning power 
to service the increased capital, and 
made the bonus issue in lieu of divi¬ 
dend to conserve liquidity and yet 
maintain its standing with the share- 
faelders. Hence, presumably, the new 
requirmnent regarding statement to 
shareholders about future dividend. 

Yet, is this the real answer? The 
problem which makes the rules regard¬ 
ing dividend, minimum period between 
issues, etc, necessary arises because of 
small bonus issues. This journal has 
in the past suggested that a simple 
system would be to require a minimum 
size of bonus issue — for example, 
not less than one for three shares 
held. This would at once cut out fri¬ 
volously small issues and, by their ob¬ 
vious implications for servicing the 
increased capital, enable shareholders 
to judge the worth of their manage¬ 
ment. 

Automobile Industry 
Manufacture Made Easy 

GRADUALLY the Government’s auto¬ 
mobile policy is taking shape — at 
bullock-cart speed. The Government 
has narrowed the choice of the model 
to be made in the public sector to 
four — Ford, Fiat, Nissan and Renault. 
At the same time, a licence for 50,000 
cars has been given to a "private 
party”. This coyness in the replies 
given by Chansbyamdas Oza, Minister 
of State in the Ministry of Industrial 
Development, to questions'in Parlia¬ 
ment IS understandable since the “pri¬ 
vate party” in question happens to be 
none other than Sanjay Gandhi. 

As. IS usual with official decisions, 
“technically'’ the licence is expected to 
meet the “conditions” laid down for 
such licences, particularly that no 
foreign exchange would be involved. 
Apparently Sanjay Gandhi proposes to 
set up only the assembly portion of 
automobile manufacture — at a total 
cost reportedly of Rs 4.65 crores. The 
ancillary manufacturers from whom all 
the components are to be obtained will 
almost certainly need foreign exchange 
both for capital goods and for current 
operations. But this is not taken to 
detract in any way from the indigen¬ 
ous character of Sanjay Gandhi’s 
project! 

it is still tha great merit of the pro- 
jact that it is to ptooeed without 
fqteign colUboratioiL The great advan¬ 


ces made is the West in car manu¬ 
facture ate not in design (ekcept for 
Wankel’s rotary enidne), but in produc¬ 
tion technology. ’This is the reason 
why even the USSR has had to look 
to the West for help. In India, auto¬ 
mobile manufacturers have not only 
failed to make any advance in indi¬ 
genous design, but have not been able 
to improve the quality of manufacture 
of the frozen foreign designs. Moreover, 
if an adequate ancillary base is set up 
(in place of self-manufacture of com¬ 
ponents within the assemblers’ plants 
as has happened so far), it would pro¬ 
vide some freedom to other assemblers 
to enter the industry later. A shake-up 
of the existing manufacturers, if 
brought aliout bv the recent decisions. 
Would be a highly desirable thing. 

Aluminium 

Perverted Logie 


THE Wanchoo Panel has at last fixed 
the price of aluminium ingots at Rs 
5,187 per tonne — the lowest among 
prevailing pnces After the 1970-71 
budget, when the industry, taking ad¬ 
vantage of the shortage situation, 
tried unilaterally to pass ofiF the addi¬ 
tional excise burden of the budget by 
a price increase to the. consumer. Gov¬ 
ernment intervened to freeze the pri¬ 
ces at the pre-budget levels and insti¬ 
tuted the subsequent price inquiry 

Unfortunately, the decision of the 
Wanchoo Panel does not show much 
economic logic cither. Where .ibsence 
of economies of scale has been the 
basic problem of the aluminium in¬ 
dustry, the Wanchoo Panel’s decision 
may woisen the situation The price 
control IS to apply to aluminium in¬ 
gots, and not to fabricated products. 
It will thus affect different producers 
differentially, favouring units which are 
‘integrated’ producers of aluminium 
who can thus charge any price for the 
fabricated products, gaining on the 
swings of the fabricated products what 
they lose on the roundabouts of alu¬ 
minium ingots. Incidentally, this 
benefits Birla’* Hindalco the most. 
That the primary product is subjected 
to price control may even prove a dis¬ 
incentive to expand its production for 
sale — as distinct from for its further 
fiabrication. Since production of alu¬ 
minium ingots as such is thus dis¬ 
couraged, even Government-owned 
Bharat Aluminium which is not known 
to have planned any fiibrication capa¬ 
city will be penalised. 

The Wanchoo Panel has sought to 
remove one anomaly, however — the 


inequality of pnces for the same pro¬ 
ducts even among the large producers. 
But the Panel still leaves behind un¬ 
equal ‘retention’ prices, by allowing 
an excise rebate (of 7.5 per cent of 
prices equal to about Rs 290 a tonne) 
for the small producers. Why should 
the Central revenues (or the general 
tax-payer) subsidise these marginal 
producers? Their output may be need¬ 
ed simply because the demand frr it 
exists, but then the users should pay 
for this marginal supply. One way out 
of a dual puce system would have been 
to compel each buyer from the largo 
producers — vtz. Hindalco, Indalu- 
minium — to indent for one-fifth of 
his needs with small producers — wz, 
JK, Madras Aluminium Moreover, 
since this excise duty rebate is eviden¬ 
tly unconditional, it becomes a compen¬ 
sation for the high cost of production 
of the small units — and a premium 
payable to them to remain small ind 
uncompetitive. Not so long ago, 
Madras Aluminium’s chairman pulilic- 
ly threatened not to expand if the 
finance institutions insisted on con¬ 
verting a part of their loans Now the 
Wanchoo Committee’s recommendation 
virtually condones such defiance. 

If might have made moie economic 
sense to provide that whatever the 
source of the price differential — whe- 
thei the excise duty rebate as proposed 
by the Wanchoo Panel or a compul¬ 
sory indent foi purchases from small 
producers a.s proposed above —, the 
amount so available would b<' for a 
hniit»‘<l turn (say, two to three year^d. 
Further, that amount should have been 
requited to be kept separate for use 
in expansion. In the meantime, divi¬ 
dend distiibution could be restricted. 
The Tariff Commission had, in fact, 
experimented in this manner with an 
expansion allowance for the cement 
industry. 

There is also the broader issue; Is 
the price control, implying subsidisa¬ 
tion of aluminium consumers (when 
aluminium is still imported), justified? 
Might It not have been better to have 
imposed, indeed, a further excise duty 
on aluminium ingots — say, at Rs 300 
per tonne — and allowed the public 
exchequer to mop up the consumer/ 
producer surplus? 

Synthetic Rubber 

Why Cosfs Are High 

PRICES ol synthetie rubber have beea 
subject to control (initially on an Infor¬ 
mal basis and since 1969 under the 
Essential Commodities Act) ever since 
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Synthetics and dwmicals conunenoed 
production of the material in 1663. But 
even as control was imposed to check 
the already high prices, a fillip was 
sought to be given to Synthetics and 
Chemicals by linking imports by the 
major consumers with offtake of domes¬ 
tic synthetic rubber. Following the short¬ 
age of alcohol in 1967 and 1968, which 
led to imports, synthetic rubber prices 
were revised upwards to Rs 5.15 per 
kg. The current price is Rs 4.40 per kg. 

Unlike countries in the West, which 
use more .synthetic rubber than natural 
rubber, hardly 25 per cent of our total 
rubber requirements are met by synthe¬ 
tic rubber. This is mainly because the 
automotive tyre industry here, the ma¬ 
jor consumer of .synthetic rubber, pro¬ 
duces more of truck tyres than car 
tyres, requiring mostly natural rubber. 
Commensiuate with the growth in the 
output of tyres, production of natural 
rubber increased substantially (almost 
fourfold) during the sixties. Synthetic 
rubber output, however, remained stag¬ 
nant and the country has yet to pro¬ 
duce synthetic rubber from a petroche¬ 
mical base more suitable for passenger 
car tyres. The public sector downstream 
unit for manufacture of High Cis 
Polybutadiene as part of the Koyali 
complex has still to make headway and 
it is not certain whether this unit would 
bo commissioned by 1974. Different 
estimates of future requirements of 
synthetic rubber suggest a shortfall of 
about 20,000 to 25,000 tonnes. 

In the course of the recent Tariff In¬ 
quiry into the fixation of fair selling 
prices of synthetic rubber. Synthetics 
and Chemicals argued for an increase 
in its prices, pointing out that even a 
10 per cent rise in price will have only 
an insignificant nnpact on end-user 
prices. Tile company also pleaded for 
an increase in its manufacturing capa¬ 
city. 

Whether or not Syndietics and Che¬ 
micals gets the price rise it has asked 
for, the larger issue facing the tyre 
industry regarding raw materials and the 
product-mix will remain to be tackled. 
Letters of intent have been Issued to a 
number of State, Industrial Develop¬ 
ment Corporations for setting up tyre 
units, but no serious thought has been 
given to flie product pattern. Further 
planning few the tyre industry should 
aim at raising the output of car tyres 
using more of synthetic rubber. Towards 
this end attention should be paid to 
the development of .synthetic xnbber 
manufacture with a petrochemioali baM. 
Since this would mean larger uoitB than 


the present alcohol-bwed one located 
near petrochemical cooqdexes (Gujarat, 
Assam, West BengJ), ^e question ia 
whether further capacity can be pre¬ 
empted by alcohol-based units. Account 
should also be taken of the erratic sup¬ 
ply of alcohol in this context. 

Futures Market 
Still Dithering 


A Correspondent writes: 

IT is indeed pathetic to hear Ramdos 
Kilachand pleading at the successive 
annual general meetings of the Bombay 
Oilseeds and Oils Exchange for revival 
of futures trading in groundnut, 
groundnut oil and groundnut oilcake. 
This year, he has on« more, repeated 
bis usual plea, mustering the scholarly 
views of several economists, experts 
and research institutions in support. 
But it would not be surprising if this 
time, too, his eloquent and fervent ap¬ 
peal falls on deaf ears since Govem- 
niimt has time and again betrayed more 
ignorance than understanding of the 
utility and working of commodity 
futures markets. In fact, ever since 
the adoption of the ten-point pro¬ 
gramme by the ruling party as its 
election manifesto, the fate of the 
futures market as an institution has 
been hanging by a thread, for the pro¬ 
gramme envisages banning futures 
trading in all agricultural commodities. 

What surprises is that the Govern¬ 
ment has not yet taken action on this 
one item of the programme which ia 
by far the easiest to implement. It 
involves neither any legal and consti¬ 
tutional hitch, nor any drain on the 
precious resources of the exchequer. 
Possibly, it could even save Rs 10 
lakhs budgeted annually for maintain¬ 
ing that august body caUed the For¬ 
ward Markets Commission. Why is it 
then that Government seems to be 
dragging its feet on this obviously 
simple issue? 

As it is, long before the adoption 
of the ten-point programme by the 
ruling Congress party, futures trading 
in several important commodities like 
cotton, raw jute, rapeseed/mustardseed, 
groundnut and groundnut products 
was either statutorily banned or quiet¬ 
ly disallowed for want of necessary 
permission by the FMC. But, unfor¬ 
tunately, such closure of futures mar¬ 
kets hardly appears to have served any 
economic or social purpose. Neither 
the price rise in tfiese commoditiaa 
has been arrested, nor have the price 
fluctuations in them been in any way 
reduced. Available evidence proven 


the cratraiy. taflatiodaiy 
tread ha moat «t commodities 

has been aggravated while the price 
fluctuations have by and large inems- 
ed in both sian and frequency, ever 
since futures trading in them was 
suspended. 

What is perhaps more bewildering 
is that the tendencies for hoarding and 
speculation in physical commoditlea 
have actually gained momentum daring 
the pest few years. The cotton crisis 
of year, whidi witnessed almost a 
perpendicular rise in prices early In the 
season and an equally baffling slump 
later, amply beans out the validity of 
this assertion. Paradoxical, though it 
may seem, such crisis situations deve¬ 
lop mainly out of specific delivery 
forward contracts. Surprisingly, the 
Government has permitted trading in 
such forward delivery contracts in 
most of the commodities in which 
futures trading has either been prohi¬ 
bited or suspended — in blatant ignor¬ 
ance of the historical truth that futures 
contracts have mainly emerged to 
protect the market functionaries from 
the large price uncertdnties and risks 
inherent in the forward deUvery con¬ 
tracts. With their accent on compul¬ 
sory deliveries irrespective of the 
underlying supply and demand situa¬ 
tion, the forward delivery contracts 
necessarily press heavily on the avail- 
aUe deliverable supplies, and, in the 
absence of compensatory hedging sup¬ 
port in futures markets, cause merely 
wider price fluctuations than warranted 
otherwise. The price behaviour of 
different oilseeds and fibre commodi¬ 
ties in the last few years proves the 
truth of this statement. Little wonder, 
the Government has now adopted a 
harmless posture and is in two minds 
on the issue of closure of the futures 
market. 

This reminds one that five years 
back, the Govermnent appointed a 
Committee under the chairmanship of 
M L Dantwak to examine the role of 
the futures market ia the future eco¬ 
nomic set-up of the country. The 
Oxnmittee submitted its Report in 
November 1967. True to the Govern¬ 
ment’s normal tnuUtions, the Report 
is still retiding on its racks and is 
gathering bureauctatic dust. It is high 
time Govenuaant (etrieved the Report 
and ended the present suspense regard¬ 
ing the kte of tiie futures market 
it^f. And when the die is thus,cast 
— eitfaer in fiavonr of the futures 
market or againat — Ramdas Kila¬ 
chand should have no occasion to 
repaat his plan at tite next anniul 
gaasral nutting of the BOOB. 
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LETTERS TO EDITOR 




Freight Assistanee for Exports 


I HAVE road with interest ytmr com¬ 
ment "Exports without Subsidy" (ApriJ 
24, 1971, p 848) on the abolition of 
cash assistance on exports of cottonseed 
decorticated expellers and extractions. 
You say: 

“In fact, the difference between 
the unit value realisation from sales 
to the free currency areas and those 
to the rupee payment areas is large 
enough for the Government to safe¬ 
ly levy a duty of about Rs 60 per 
tonne on exports to the latter areas. 
In the, present state of the interna¬ 
tional oilcake market and the direc¬ 
tion pattern of the cottonseed extrac¬ 
tion export trade, the buyers will be 
willing to absorb the incidence of 
such a duty, either wholly or sub¬ 
stantially. The proceeds of the duty 
could then be utilised to grant 
freight assintance on exports to the 
UK and Western European markets 
as well as adequate graded develop¬ 
ment assistance for increasing export 
of cottonseed extractions beyond 
certain targeted figures” (italics 
added). 

With some experience of these ex¬ 
ports ^ UK and Western European 
markets over the last few years, I am 
inclined to agree with the suggestion 
provided the scheme is operated ex¬ 
actly along the lines of the scheme 
operated for the export of groundnut 
extractions through the Groundnut Ex¬ 
tractions Export Development Associ¬ 
ation (GEEDA), I am, however, dis¬ 
turbed by the suggestion that assist¬ 
ance from the proceeds of any export 
duty should be granted as freight as¬ 
sistance on export to free currency 
areas. The principle of subsidy in the 
element of freight to equate the cif 
costs' of Indian exports at destination 
against exxwrts from competing origins 
has not been adopted so far. In my 
view, It would set a very undesirable 
precedent. Acceptance of the principle 
of freight subsidy has serious implica¬ 
tions in relation to each commodity, 
destination, point of origin, etc. It it 
likely to lead to indiscriminate demands 
as in the case of domestic incentives to 
equate the fob costs. The freight sub¬ 
sidy would inhibit the effort to control 
fob costs. It can also lead to similar 
efforts by odier developing countries or 
by Sbif^ring Lines serving the trades 
wfald) while leaving our burden of as¬ 
sistanee untouched may wholly or par¬ 


tially nullify the object of assirtance. 

H M Tbivedi 

Bombay 
April 29 


Status and Flatus 


IN that interesting review of “Homo 
Mierarchicus" by Evelyn Wood (‘Status 
and Flatus”, April 17, p 328), it would 
have been useful to mention that an 
English version of that French book 
(translated by Mark Sainsbury) is avail¬ 
able under the same title, published 
by the Umversity of Chicago Press, in 
its Nature of Human Society Series 


A VERY disturbing and disquieting 
feature of the accounts of a number of 
companies is the growing practice of 
paying the auditors large amounts, in 
addition to the sanctioned audit fees, 
lor other services or in other capacities. 
The following few examples selected 
from the accounts of some companies at 
random illustrate the point: 





§ I 
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A 

(1967) 

9,000 

9,725 

B 

(1968) 

18,000 

31,586 

C 

(1969) 

7,500 

7,800 

D 

(1968) 

9,000 

25,510 

E 

(1969) 

37,500 

91,416 

F 

(1970) 

7,500 

27,750 

G 

(1970) 

20,000 

52.536 

The auditors 

are required 

to make a 


report on the accounts and finances of 
the company to the shareholders. 
Moreover, there is a widening their 
responsibility to the community in ge¬ 
neral. Hence, such payment of large 
sums, exceeding in some cases over 2!< 
times the audit fees is h'kely to adver¬ 
sely affect the independence and objec¬ 
tivity of the auditors in the performance 
of their duties towards die shareholders 
and the community. As Joseph Rath, 
partner of the famous firm of auditors. 


(Editors: Julian PittdUvers and Emnt 
K Gdlner) in 1970. Its subtitle, “The 
Caste System and Its Implications”, 
makes the topic quite clear. 

For the English edition, the learned 
author, Louis Dumont, has added a 
special preface, taking note of studies 
and criticism that appeared between 
the publication of the French original 
and its English rendering, 1966 and 
1970. That makes the English edition 
more important than the French. Your 
readers would, I hope, welcome this 
additional information about the -book 
which has been reviewed by Evelyn 
Wood in a striking way. 

S R TmxAB 

Bombay 
May 24 


Price Waterhouse & Co, and former 
chairman, AICPA Committee on Audit¬ 
ing Procedure, representing the Ameri¬ 
can Institute of CPAs, observed in a 
Paper read at the Symposium on Cor¬ 
porate Financial Reporting: Conflicts 
and Challenges re auditors: ‘To be in¬ 
dependent, he cannot have any financial 
interest in, or serve as an ofiBcer or direc¬ 
tor oi the company being audited. He 
would also see to it that there are ab¬ 
solutely no limitations placed upon the 
proa-dures which he might want to ap¬ 
ply, or on the information which is 
made available to him”. Similarly, the 
American Institute of Accountants in 
their Code of Auditing Standards have 
observed: "If the auditor is to main¬ 
tain independence, he should have no 
financial interest whatever, direct or 
indirect, with the company or its man¬ 
agement during the period of audit 
work”. 

The payment of large amounts for 
other services or in other capacities 
would be tantamount to snaking audi¬ 
tors almost officers or rather employees 
ot the company and, to that extent, 
they are likely to lose their indepen¬ 
dence and objectivity, which may erode 
their responsibility to the shareholders 
and the public. This Ls likely to affect 
public confidence in the auditors. In 
brief, there is the possibility of conflict 
of interests and loyalties. 


AUDIT _ 

Payments to Auditors 

Ukely Effect on Objectivity 
K T Merchant 
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ECONOMIC AND POLITICAL WfijEKLY 


The whole institution of auditors is 
based on public confidence. Anything, 
that directly or indirectly is likely to 
impair this confidence is neither in the 
interests of the company, nor the man¬ 
agement, nor the auditors themselves. 
It is pertinent to quote in this context 
article 7 of the Statement on Auditing 
Procedures of the American Institute of 
CPAS: “It is of utmost importance to 
the profession that the general public 
maintain confidence in the indepen¬ 
dence of independent auditors. Public 
cfmfirlence would be impared by evi¬ 
dence that independenc'c was actually 
lacking and it might also be impaired 
by the existence of circumstances which 
rea.sonable. people might believe likely 
to influence independence. To be inde¬ 
pendent, the auditor must be intellec¬ 
tually honest; to be recognised as inde- 
ircndent, he must be free from any ob¬ 
ligation to, or interest in, the client, its 
management, or its owners ... Inde¬ 
pendent auditors shouhl siot only be 
independent in fact; they should avoid 
situations that may lead outsider.s to 
doubt their independence”. 

Thus, the question of independence 
of auditors is not to be viewed in pure¬ 
ly legalistic terms as it has been argued 
by some people but has to be con¬ 
sidered from the larger sociological and 
particularly psychological viewpoint. It 
is true that the professional organisa¬ 
tions of accountants in Indhi do not 
prohibit their members from rendering 
other services or acting in other capaci¬ 
ties and accepting remuneration for the 
same. Similarly, the law as it .stands 
at present also is nut a bar. But this 
is purely legalistic and does not touch 
the main issue raised, ofs, the likelihood 
of conflict of loyalties and interests. For, 
it must not be forgotten that assign¬ 
ment of other work and payment 
for the same aie solely nt the discre¬ 
tion of the management; unscrupulous 
management might exploit this situation 
in their favour. .Similarly, .some unscru¬ 
pulous auditors al.so might try to force 
the management to assign them other 
work and to pa>’ them for the same. 
After all, there are always some black 
sheep everywhere. It i*. not enough to 
say that “the affairs of the learned iiro- 
fession are under strict disciplinary con¬ 
trol and a code of conduct” and, there- 
frrrc, wo should take this as “an assur- 
anc-e of the highest standards of beha¬ 
viour of responsible members of the 
profession". For, when all is .said and 
tlone. one must regretfully confess that 
stanriards of conduct in our country, in 
almost every sphere of life, are not very 
high. The scandals revealed in the Vi¬ 


vian Bose Commission Report and the 
Mundhra affair would not have reached 
such dimensions if a high standard of 
professional conduct were prevailing in 
our country. Discussion with some 
senior auditors and also some younger 
ones, some of them my students, has 
convinced me that they are not quite 
happy with the present situation and 
have admitted the gravity of the issue 
raised by me. As a prominent Chartered 
Accountant told me, it is necessary that 
the public image of auditors, which has 
been tarred, be improved by every pos¬ 
sible measure. 

In this connection, the healthy prac¬ 
tice of the Accountancy Profession in 
the USA which is governed by a very 
strict code of conduct and hence is very 
effective and ha.s tremendous influence 
on the management, such that if an au¬ 
ditor resigns on account of difference.? 
of principle with the management, no 
other auditor will accept the audit, may 
be noted. 1 am told that, in our country, 
such a possibility can never be imagin¬ 
ed. The procedure laid down in the 
Code of Conduct in this regard of com¬ 
munications between the incoming and 
retiring auditors is considered by many 
as purely formal. In any case, mere 


THE Budget for 1971-72 imposes 
additional taxation of Rs 285 crores a 
year, matching in tax effort the crisis 
Budget of 1963-64 presented in the 
wake of the confrontation with Chinn. 
But while that Budget had a specific 
purpose — the financing of a large 
defence build-up — this year’s effort 
seems to lack any purpo.se. 

Let us, first, look at the direction of 
the tax effort. As has been the ease 
since almost 1958-59 when Morarfi 
took over the direction of our fiscal 
policies, the tax measures lack ex¬ 
perimentation and have a stolid bias 
in favour of indirect taxes. Indirect 
taxes arc expected to yield this year, 
as last year, three-fourths of the addi¬ 
tional tax revenue. Generally, indirect 
taxes are not susceptible to progressive 
discrimination; if a comparison is to 
be made, however, it can be said that 
this year’s Budget is more sparing of 
tlie poorer sections than last year's. 
While la.st year the impact of the 
ta.xation of cloth and sugar was parti¬ 
cularly heavy on the lower classes, 
this year it is the urban middle class 
which will be particularly hit. The 


codes of conduct cannot guarantee cor¬ 
rect conduct. It depends on personal 
integrity and the ethos within the pro¬ 
fession, which is moulded to a substan¬ 
tial extent by tiie prevailing social 
ethos. 

It has been suggested ^that, despite 
the increase in the load of auditing 
work in recent years, adequate fees 
are not paid and therefore the auditors 
have perforce to accept other work 
which is paying. The remedy for this 
would lie in increasing the audit fees 
to a reasonable extent and not have 
large payments for other work which is 
likely to create a conflict of Interests 
and loyalties. 

India is a developing country and 
needs a very strong professional cadre 
on whom the public can rely without 
any misgivings whatsoever. It is, there¬ 
fore. vitally necessary that the Profes¬ 
sional Organisations of Auditors as well 
as Cost Accountants pay serious atten¬ 
tion to this problem. No situation 
should be allowed to arise which might 
create the slightest suspicion in the 
mind of the public about the indepen¬ 
dence of the auditors and cost ac¬ 
countants. 


main burden ot excise duties is borne by 
those hardy eoinmodities — tobacco and 
petrol, the last resort oi Finance Mini¬ 
sters who have run out of ideas. To 
a degree these taxes will iall on the 
middle and upper sections of the 
population; and to the extent demand 
lor these goods is price-inelastic, it is 
likely that a substantial part of the 
burden would be borne by the users. 

Inconsistencies 

In respect of the excise duty on 
cloth, Finance Ministry officials are 
apparently not conversant with major 
prodiiction/profit trends or do not be¬ 
lieve the data put out by the Trade and 
Industry Ministries. The increase in 
excise duties, 9 to 11 per cent, on 
coarse and medium cloth is sub¬ 
stantial whereas the increase in those 
on fine and superfine cloth is inexpli¬ 
cably small in relation to price and 
market trends. The Trade ministry had 
only recently woken up to the fact 
that there was large-scale diversion of 
production from the controlled varieties 
of cloth to fine and superfine varieties 
because the profit margins in these 


Budget without an Economic Philosophy 

(From a Special Correspondent) 
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varieties were high. Now the Finance 
.Ministry, instead 4>f mopping up these 
extra profits and incidentally encourag¬ 
ing production of controlled varieties, 
. has provided one more incentive to 
industry to by-pass the regulation 
regarding production of controlled 
varieties. 

A similar inconsistency is to be seen 
in the large increase in tax on petrol, 
justified on the ground of the drauu of 
foreign exchange resources, and the 
simultaneous increase in the tax-exemp¬ 
tion limit for expenditure on scooters 
and motorcycles. It is small mercy that 
Finance Ministry bureaucrats have not 
given themselves a rise in the motor¬ 
car allowance. 

The lUidget has missed taxing .some 
items where there is large consumers'/ 
producers’ surplus. Such items include 
aluminium, nylon and po1ye.ster where 
a lurther increase in excise duty 
would have bc^n justified. Moreover, 
given the health hazard oi cigarettes, it 
would have been desirable either to ban 
cigarette advertisements or to impose a 
heavy tax on them. Making cigarettes 
expensive through excise duties will only 
induce cigarette manufacturers to pro¬ 
duce more at the cheaper end and to 
influence, by strong sales promotion, the 
elasticity of demand for them. 

In the field of direct taxation, the 
impact of the changes are more far- 
reaebing than their financial implica¬ 
tions would indicate. There is some 
increase in personal income tax rates 
above Rs 15,000 income. While the 
exemption for life, insurance premium 
has been skewed in favour of low- 
income earners, one fails to understand 
why tile ceiling on the exemption 
limit — which only those with incomes 
above Rs 1 lakh jjer year would be 
able to avail of — should have been 
increased from Rs 15,000 to Rs 20,000. 

In modifying the definition of 
capital employed to exclude loan 


finance for calculating the amount 
available for tax holiday, a measure of 
consistency has been brought alxmt 
within the tax system, the basis of tax 
and incentives being now the same. 
However, it would have been more 
logical to have made interest subject 
to taxation rather than to exclude 
loans from inci-ntives, as has been done. 

One fails to appreciate the logic of 
the deletions from the priority list, 
particularly of aluminium and com¬ 
mercial vehicles. Industries less deserv¬ 
ing ol preferential treatment still 
continue to enjoy priority status for tax 
purposes. There was a case for retain¬ 
ing the incentives for scarce commodi¬ 
ties like aluminium to encourage 
differential expansion. 

Finally, there is little justification 
for diseontiniiuig the development 
rebate from May 31, 1974. Firstly, 
given the .speed of decision-making at 
Delhi, it must upset all cash-flow 
calculations of projects now being 
planned. Secondly, while there is a 
case for changing the basis of allow¬ 
ing development rebate — for example, 
relating it to employment generated 
—, given the economy’s need to maxi¬ 
mise the rate of investment (con¬ 
sistent with other objectives like 
maximisation of employment), there is 
no case for giving up incentives to 
invest, at least for another generation. 

The extension of tax exemption to 
fishermen’s eo-oiieratives is indefen¬ 
sible. In lad flieie is a strong case for 
making sugar isi-operatives (which sa¬ 
tisfy few of the high standards of co¬ 
operation) taxable as ordinary compa¬ 
nies, leaving the post-tax surplus to be 
distributed on any principles the co¬ 
operatives think proper. 

«• 

To WllAX PUHPOSE? 

To what purpose is all this tax effort 
made? Despite the Finance Minister’s 


protestations, the Budget has little egua- 
litarian bias. The direction of taxes is 
not such as to induce greater equality. 
. The taxes have not broadened the base 
of revenue, but only sought to deepen 
the impact on those already taxed. Nor 
does one see any attempt at inducing 
etficieney in the production system 
through tax measiu^'s. 

The question then arises whether the 
pattern of expenditure implied in the 
Budget will have a beneficial effect on 
the economy, promoting greater equality 
or stimulating growth. Significantly, al¬ 
most the entire tax effort is being absorb¬ 
ed by bureaucratic expenditure. Civil 
expenditure on revenue account is ex¬ 
pected to rise by Rs 201 crores (from 
Rs 1.524 crores in 1970-71 to Rs 1,725 
crores in 1971-72) and total expendi¬ 
ture (including grants-in-aid to States) 
by Rs 394 crores (from Rs 3,193 crores 
to Rs 3,587 crores). On capital ac¬ 
count, again, while there is a fall in 
civil capital di.sliurseiiient (by Rs 193 
crores from Rs 684 crores to Rs 491 
crores) and in total capital disbursement 
(by Rs 137 crores from Rs 2,533 crores 
in 1970-71 to Rs 2,396 crores in 1971- 
72), thiTc IS only a marginal increase in 
outlay on other loans and advances, 

Oveiall, it is expected that the Cent¬ 
ral outlay on the I’lan will go up by 
Rs 15.5 crores from Rs 1,195 crores to 
Rs 1,350 crores, and the total Plan out- 
la>' from Rs 2.650 crores to Rs 3,024 
crores. Given the slack in the economy, 
the established standards of efficiency 
of iililisatioii of funds and the areas in 
which expcndituie is needed to he sti¬ 
mulated, the development impact of 
thi.s outlay must indeed be deemed to 
lie .small. 

In sum, then- is little economic Or 
social piiiposc Ol philosophy behind the 
Budget. We seem to li,ive reached a 
state ot bureaucratic tiirvaiui in which 
we pay taxes onl\’ to keep the govern¬ 
ment niacluiiery going. 
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CAPITAL VIEW 


Non-Violence All the Way 

Romesh Thapar 


WHETHER it is a Mundhra or a Teja 
or a Nagarwala, who mysteriously was 
able only the other day to remove Rs 
60 lakhs from the State Bank in New 
Delhi by imitating the voice of the 
Prime Minister (remove from which 
account we still do not knowl), the 
techniques employed are essentially 
non-violent. There are no complicated 
killings, no brutality and blackmail, 
only a failure in calculation. And 
Nagarwala just did it for the publicity 
(thank the Almighty for that, or else 
the Government would have been in 
the docki). 

This obsession with non-violence 
hangs over every activity whether 
it is the 'sociaUst* Budget, or our reac¬ 
tion to the millions crossing the border 
in the East from Bangla Desh, or to 
the reorganisation of the tormented 
Planning Commission now asked by a 
team of management experts to evolve 
a ‘culture’ of its own (whatever that 
might meanl). 

Take the Budget. The political lea¬ 
dership is refusing to face facts. Mar¬ 
ginal taxes here and there, a squeeze^ 
at this point or that, even the ‘hatchet’ 
in certain quarters, is not going to 
usher in socialism of any variety. In 
tact, despite the attempt to ‘spread 
the net’ and to ‘puncture’ the affluent, 
the total result will be a more de¬ 
moralised economy. 

What we need urgently is a tax on 
agricultural income, a massive attack 
on black money (corruption!) and very 
positive steps to encourage savings. 
Of course, in this context, we cannot 
forget that the collection of tax is 
most inefficient and haphazard. The 
lazy ’system’ expends its energy 
harassing those who are already tax¬ 
payers instead of getting at the eva¬ 
ders. When will we evolve meaningful 
priorities, now that a massive parlia¬ 
mentary mandate makes possible qua¬ 
litative economic transformations. 

Significantly, there is no solid, ana¬ 
lytical reference either to the resources 
being consumed in the secret defence 
sector, or to the mismanagement of re¬ 
sources already invested in the public 
sector. Government budgeting suffers 
from these grave lapses. For example, 
the public sector, which today shows 
an annual loss of some Rs 80 crores, 
could yield resource* the dimensior 
of Rs 800 crores if the political leader¬ 


ship could take a few pertinent deci¬ 
sions on management. Then again, an 
abolition of the Hindu Undivided 
Family tax provisions — a violation of 
Fiindamentai Rights — would yield at 
least Rs 250 crores a year. This tragic 
refusal to face total realities, despite 
the tall talk about socialism, leads in¬ 
evitably to budgeting which is self- 
defeating. 

The inability to take a total view of 
our condition is further emphasised by 
the developing crisis in the East ’The 
possibility, militarily-cum-diplomatical- 
ly, of preventing the mass exodus and 
helping the establishment of a sovereign 
Bangla Desh was not seen; or was 
deliberately avoided for fear that it 
would lead to some fast-spreading 
(sicl) kind of war on the subcontinent, 
but the heavier cost of a mass immi¬ 
gration from East Bengal was not as¬ 
sessed. The emergence of a smaller 
Pakistan and a Bangla Desh friendly 
to India would have had a profound 
impact on defence spending and 
budgeting] 

The inevitable is happening. All re¬ 
ports suggest that it is the intention 
of the military junta in Pakistan to 
force East BengaFs 10 million Hindus 
across the border — and with them a 
large number of activist Awami League 
youth, intellectuals, workers, and pea¬ 
sant militants. At this moment, it is 
too late to do anything about it, except 
to disperse the evacuees because it is 
physically not possible to keep them 
contained along the border. What’s 
more, no counter-action is now pos¬ 
sible because the rains have arrived 
and make any solid movement of for¬ 
ces impossible. And so status quoism 
is further reinforced. 

And if all this is not enough, we 
have the strange proposals of the so- 
called Rajamannar Committee on 
Centre-State Relations. Set up by the 
DMK in Tamil Nadu, an area where the 
niling Congress party is now without 
a base because of the mischievous 
manoeuvres of high-level political 
groups, this Committee is being used as 
a weapon to pressurise the Centre into 
making various concessions. 

Karunanidhi and E M S Namboodiri- 
pad have both been talking half-baked 
secessionism for some weeks now — 
presumably because they think that 
Bangla Desh developments might make 


Indira Gandhi more 'panteky. Huy afe 
naive, and their efforts will fail to pro¬ 
duce dividends — that is, if the Hindi 
fanatics are kept on a leash. The re¬ 
cent ‘parliamentary terminology’ con¬ 
troversy is an example of the nonsense 
that is sometimes thrown into a 
sensitive arena. 

The ruling Congress party, compell¬ 
ed for several years to submit to the 
lilackmail of regional parties command¬ 
ing some parliamentary^'votes and to 
their quiet, suave, unofficial lobbyists 
in the Capital, must begin to use grea¬ 
ter persuasion in the States to neutralise 
the intensive propaganda of these 
regional parties. The DMK and the 
Akalis are openly regional. Others, like 
the CPM, have become regional. And 
there is a likelihood that other areas will 
also throw up regional formations. This 
aspect of our political development Is 
not being studied in depth. We tend 
to take the easy path of ad hocism 
in our dealings with regional politics. 

And, finally, haziness continues on 
the role of the Planning Commission, 
its future, and its membership. A 
‘brains trust’ is in the making, but for 
whom? Maybe it’s all part of the non¬ 
violent process of settling old scores, 
throwing one ministry against an¬ 
other, cutting various persons down 
to size, and ruling the roost. 

Yes, it’s non-violence all along the 
line. But, and there is heavy irony in 
this, Bangla Desh and its agony, now 
spilling over our frontiers, may activi.se 
the violence in the non-violence, com¬ 
pelling Us to move. 

May 31 

Fertility Research 

A TRAINING course designed to help 
governments use computers to speed 
up the analysis of fertility data needed 
in iiopulation and overall development 
programmes opened recently in Bang¬ 
kok under the auspices of ECAFE. 
Many countries have recently completed 
their 10-yeai censuses, or soon will do 
so, and it is hoped that computers can 
be used to advantage to narrow the 
time-gap. 

The main cause of the time-lag it 
the need for processing the data — in¬ 
cluding coding, tabulation and statisti¬ 
cal analysis. It is very important to 
speed up this process as the analysis of 
fertility data is urgently needed for tiie 
purpose of evaluating the impact of 
family planning activities on economic 
and social development progranunea. 
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MARKETS 


Delayed Reaction 

Nishtar 


THE stock nl^ket has set its sights 
lower. The mood of cautious optimism 
discernible on the eve of the general 
budget has given way to a feeling of 
disappointment. Pre-budget optimism 
was attributable partly to the not-so- 
harsh hike in railway freight rates and 
passenger fares and partly to the opti¬ 
mistic tone of the Economic .Survey 
certifying that the economy which had 
given a “generally satisfactory" per¬ 
formance in 1970-71 was better poised 
to tackle the formidable problems con¬ 
fronting it. Even though its expecta¬ 
tions of a saving and investment ori¬ 
ented budget had been belied, the mar¬ 
ket presented a fairly steady front 
during the special budget session on 
Friday evening. It seemed to take com¬ 
fort in the thought that the Finance 
Minister could have easily assumed a 
more radical posture in evolving his 
fiscal strategy. 

But signs of uneasiness emerged as 
the leading spokemen of business and 
industry expressed the view that the 
budgetary proposals would accentuate 
inflationary pressures in the economy 
and erode personal savings and cor 
porate profits and hamper industrial 
growth. The market retreated under 
pressure of light but persistent selling 
and moved closer to the year’s low 
point. Important Budget proposals 
which have special relevance for the 
stock market include (1) increase in 
surcharge on personal incomes, (2) 
enhanced incidence of tax on long¬ 
term capital gains, (3) steep rise in 
wealth tax rates on net wealth above 
Rs 15 lakhs, (4) withdrawal of wealth 
tax exemption for investment in new 
issues up to Rs 1.50 lakhs, (5) increase 
in surcharge on company profits, (6) 
dilution of tax holiday for new under¬ 
takings through narrowing the capital 
base for calculating tax exempt profits 
by excluding debenture and long-term 
loans, (7) reduction in tax exemption 
to priority industries, (8) shortening 
the list of priority industries, (9) dis¬ 
continuance of the concessional tax 
treatment of dividends received by 
foreign companies from a closely held 
Indian company engaged in a priority 
industry and (10) the abolition of de¬ 
velopment rebate from June 1974. 

The stock market cannot be expect¬ 
ed to take kindly to taxation of per¬ 
sonal incomes and wealth which impair 


the capacity to save and invest; the 
steep rise in wealth tax rates might even 
induce some disinvestment. Nor can 
the stock market be blamed for feeling 
uneasy over the several structural 
changes which have enhanced the in¬ 
cidence of company taxation. Particu¬ 
larly di.sturbing is the proposed aboli¬ 
tion of development rebate after May 
1974 us it will have a serious impact 
on industrial expansion. 

It is not easy to raise resources for 
accelerating the development process 
in a manner which would serve at the 
same time the larger social objectives 
before the Government. The most valid 
criticism of Chavan’s budget is that it 
has done nothing to help bring influ- 
tion under control; on the contrary 
the budget IS likely to release strong 
inflationary pressures. The view is 
widely shared that the resource rais¬ 
ing effort has not been matched by 
corresponding reliefs and incentives to 
growth and investment and that the 
withdrawal ol eerlain incentives and 
concessions cannot but adversely 
affect the investment climate. 

That the budget is not ‘bullish’ may 
be conceded. But it would be rash to 
take the panicky view that the increase 
in personal income tax and wealth tax 
would confiscate private savings and 
destroy investment in private sector. 
Equally unwarranted is the fear that 
the floatation of new companies would 
become difficult if not impossible be¬ 
cause individuals would now have to 
pay wealth tax on investments made 
in shares of new industrial ventures 
which had hitherto been exempted 
from wealth tax for five years. The 
outlixik for equities depends on the 
prosperity oi the corporate sector which 
IS linked closely with the overall 
growth of the economy which the Gov¬ 
ernment seems so anxious to promote. 
An expanding sheltered market should 
normally provide sufficient incentive for 
industrial growth and expansionary 
impulses in the economy should gather 
strength from the stepped up outlay 
in the current fiscal year. Efficient per¬ 
formance of public sector enterprises 
in which nearly Rs 4,000 crores have 
been sunk holds the key to the econo¬ 
mic and industrial tempo. The other 
major factor is the unpredictable mon¬ 
soon because of its far-reaching impact 
on agricultural production. 


While the stock market is still to 
recover from the budgetary chill, its 
recuperative power has been further 
undermined by the announcement of 
more stringent guidelines for the issue 
oi bonus shares raising the residual 
reserves left after capitalisation from 
20 per cent of the enlarged capital to 
33-1/3 per cent. Company manage¬ 
ments will also be required to indicate 
the dividend prospects on the enlarg¬ 
ed capital whenever they seek the ap¬ 
proval of shareholders at the general 
body meeting for the proposed bonus 
issue. Ihe revised procedure and the 
new ratio prescribed will have the ef¬ 
fect of curtailing the potentiality for 
substantial bonus issues which have 
made no small contribution to the 
revival of the cult of equity over the 
past few years. 


Sitting Tight on Stooks 


COTTON prices which had been keep¬ 
ing irregularly firm foi quite some time 
have hardened further recently. Paces 
have risen by Rs 100 to Rs 150 a 
candy after the general budget, the 
rise m excise levies on cloth notwith¬ 
standing. Quite apparently, the indus¬ 
try expects to be able to pass on the 
additional burden to the helpless con¬ 
sumer. Last week’s rise has carried 
most varieties ol cotton to or a little 
above the half-way point between the 
january-end highs and subsequent lows 
touched in the last week of April. The 
early onset of monsoon has not had 
any effect on market sentiment. 

A number of factors have contribut¬ 
ed lo the baldening tendency in cot¬ 
ton piice.s. .Spinner inquiry has in¬ 
creased because of the stipulation re¬ 
garding larger supply of controlled 
varieties of cloth during the June- 
August quarter. The imposition of addi¬ 
tional premium on American cotton 
to subsidise the manufacture of unre- 
muiierative controlled varieties has 
nan owed the gap between the prices 
of indigenous cotton ana foreign cot¬ 
ton and further stimulated the demand 
lor Indian cotton required for the 
manufacture of controlled cloth. The 
supply of foreign cotton has been run¬ 
ning well behind expectations. Import 
schedules have got upset for one rea¬ 
son or another and not all the cotton 
which has reached the country has been 
quickly lifted by mills because of fin¬ 
ancial stringency. Offerings of indigen¬ 
ous cotton also have been on a some¬ 
what restricted scale. This is partly be¬ 
cause holders of high-priced cotton 
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have been reluctant to dispose oi 
their goods at a loss. How long they 
can sit tight on their stocks in the 
hope of realising better prices is any¬ 
body’s guess. Because of the long delay 
in arrivals the pressure of foreign cot¬ 
ton has still to be felt. Unofficially, ac¬ 
tual arrivals of foreign cotton are 
placed around 4.50 lakh bales which is 
less than half the quantity already re- 
lea.sed. However, the overall supply 
position of cotton being far from com¬ 
fortable, cotton prices cannot be ex¬ 
pected to develop any pronounced 
weakness. The tendency in the im¬ 
mediate future might be more up than 
down. 

Monsoon to the Roscus 


THE tide seems to have turned. Bulls 
who had been dominating the oilseeds 
futures market—castor and linseed— 
for a long while are now on the de¬ 
fensive. Early onset of monsoon has 
come to the rescue of bears who had 
been badly mauled by their rivals. 
Castor June and linseed July which 
had been bid up to Rs 134.37 and Rs 
168 per quintal respectively on May 
29—the highest rates for several weeks 
—were marked down to Rs 129 and 
Rs 161 on June 2. Oil prices eased by 
about Rs UK) a foniKS from their May- 
end high levels; the preceding rise in 
oil prices had been much less marked. 
More significant than the fall in prices 


DHAll\MSJ MORAIUI CJlEMlCAU's 
project for the manufacture of di-am- 
inoniiiin phosphate is still awaiting 
grant of an industrial licence. The 
company submitted its final propo.sals 
to Government last Uecember. In the 
absence of a proper product classifica¬ 
tion and statistical data about produc¬ 
tion and distribution — vital for de¬ 
termining whether or not the company 
is required to be registered us a domi¬ 
nant undei taking under the MRTP 
Act ■— the cmnpany has applied for 
extension of time for registration until 
these data are made available. Govcin- 
ment has been obliging and a final 
reckoning is still awaited. Meanwhile, 
though some of the comiwny's applica¬ 
tions for expansion and new product- 


is the change ht npi^et aeatiment. 

Early onset of monsoon is welcome 
and more rains in tile next few days 
in Saurashtra—the major groundnut 
producing area in the most important 
groundnut growing State—will make 
for ideal conditions for sowing of the 
spreading variety. Of course, it is much 
too early to be talking about crop pro¬ 
spects. The supply position of ground¬ 
nut oil is reported to be very satisfac¬ 
tory. With assured supply of import¬ 
ed soyabean oil, the season is expect¬ 
ed to end wth a comfortable carryover 
of groundnut oil which sets the pace 
for oilseeds and oil prices. The rabi 
harvest also has been considerably lar¬ 
ger than the 1969-70 crop. If monsoon 
progresses satisfactorily, vegetable oil 
prices could be expected to show a 
.softer tendency during the fag-end of 
the season. 

The Finance Minister has done well 
to allow excise concessions to foster 
the greater utilisation of cottonseed oil 
and rice bran oil in the manufacture nl 
vanaspati and of minor oils in the 
manufacture of soap. The excise re¬ 
bate in resptxt of cottonseed oil and 
rice bran oil has been raised to Rs 
100 a tonne. This should help promote 
larger crushing ol cottonseed and the 
production of quality rice bran oil 
suitable for use in the manufacture of 
vanaspati. Increased use of minor oils 
in the manutacture of soap through ex¬ 
cise concession will help reduce de¬ 
pendence on imported tallow and oils. 


Ihies are still awaiting clearance, ac¬ 
cording to the chairman, Pratapsinh R 
Murarji, they are not known to be so 
lor want of registration under the 
MRTP Act. 

Contrary to Morarji’s forecast of a 
fall in turnover, DMCs sales actually 
went up by almut 7 per cent in 1970. 
The company wa.<i able to more than 
compensate the fall in prices by selling 
greater quantity. In fact, in the case 
of single superphosphate it was not 
able to meet the demand in full from 
its Ambemath works owing to restric¬ 
tions on production under the Indus- 
trie.s (Development and Regulation) 
Act. The company could utilise 94 
per cent of instaUed capacity against 
45 per cent utilisation by the super¬ 


phosphate htdusby in general. Per¬ 
mission is being sought to faumse pro¬ 
duction at Ambemadi. Demand for 
single superphosphate continues to be 
good. In the first three months of 
current year, the company could 
nearly twice what it sold during ^ 
same period last year. The new chloro- 
sulphonic acid plant is working satis¬ 
factorily. Demand for sulphuric acid 
and alinnina sulphate also continues to 
increase. The company expects to fare 
Ijetter on the export front too. The 
chairman hopes that the company Will 
be able to surpass its last year’s per¬ 
formance which itself was better than 
that of the preceding year, 

DMC is having some teething trou¬ 
bles with its sulfamic acid plant, com¬ 
missioned towards the latter part of the 
last year. Some small quantity, pro¬ 
duced at the plant, has found customer 
acceptance and the company is not ex¬ 
pected to have any difficulty market¬ 
ing larger quantities when production 
troubles are set right. This product is 
being produced for the first time in the 
country. Very few in the world ma¬ 
nufacture it, and the knowhow is not 
easily available. Production difficulties 
aie expected to be overcome shortly. 
Although net profit is slightly lower 
than lust year’s the unchanged divi¬ 
dend of 20 per cent payable on the ca¬ 
pital, enlarged by the issue of bonus 
shares, is still covered 1.72 times. With 
the completion of expansion oi chluro- 
.sulphoiiic acid jdant in Ambemath 
works to 40 tonnes per day, part of the 
old plant became redundant and was 
scrapped. A few other plants, installed 
in 1944 and earlier, which are no lon¬ 
ger in use, were also scrapped. 

SANDOZ (INDlA)'s dyes and chemicals 
(livi.sion achieved a substantial increase 
in turnover in 1970, in spite of "none- 
too-favourable” market conditions. This 
was possible mainly on account of 
higher sales of foron disperse dyMtuffs. 
Three new products of this range are 
now available to consumers. General¬ 
ly, demand fur these dyestuffs out¬ 
strips their supplies. An improvement 
is likely in the supply position during 
1971-72, as more raw material licences 
are expected. The ethylene oxide ad¬ 
duct plant, conunissiond during 1989, 
has not been operative since March 
1970, because turnover of chemicals 
did not come up to expectations. Re¬ 
medial measures are being considered 
to resume manufacture. The pharma¬ 
ceutical division recorded a Very 
small' 'Increase In sales owing to tiie 
Price Ckmtiol Order. Sales impieved 


COMPANIES 

Thwarted by MRTP Act? 

Hansavivek 
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ties of tbe latNt pdce Hit. tW new 
products were introduced, extending 
the range of anti-diarrheal prepara¬ 
tions. This year, anti-allergic and car¬ 
diovascular drugs, products of interna¬ 
tional Sandoz research, are proposed to 
be introdoced. In addition, one of the 
locally developed products for nutri¬ 
tional deficiencies is also intended to 
be introduced. With iinprovement in 
market conditions, sales of the agroche¬ 
micals division developed satisfactorily. 
The trend has continued in the first 
five months of the current year too. 
The company’s share in the pesticides 
market has increased. The enhanced 
research efforts of the parent company 
has resulted in the development of a 
new product which will enable the 
company to participate in an impor¬ 
tant segment of the pesticides market. 
Exports of the dyes and chemicals di¬ 
vision continued to be satisfactory. A 
major portion of exports went to UAR 
and Switzerland. The exi>ort perform¬ 
ance has earned the company the .sta¬ 
tus of priority industry for its ‘first pro¬ 
gramme' soluble dyestuffs which should 
qualify it to obtain more and more im¬ 
ports from preferred .sources. Raghas^n 
Fillai, chairman, comments that the 
Price Control Order does not meet the 
requiremesits of continuous growth of 
the industry. Limiting pre-tax piofits 


torlB pra •ottit of tutnover in dm long 
run will mean an after-tax profit of about 
5 to 6 per cent whigfa, according to him, 
is hardly enough to meet the develop¬ 
ment needs and obligaticms to share¬ 
holders. He also feels that the Patents 
Act “virtually abrogates" patents pro¬ 
tection in India and dut, coupled with 
the price control measures, it will seri¬ 
ously affect the industry's future deve¬ 
lopment. Rwentois will fight shy of re¬ 
gistering patents in the country, with 
the result that the country may lose the 
Isenefit of foreign inventions and tech¬ 
nical knowhow. Filial advocates intro¬ 
duction of a system of crop insurance 
which would encourage farmers to take 
up high-yield fainting with its accom¬ 
panying lisks and which would also 
facilitate grant oi credit by banks. He 
pleads that the concessions available to 
fertilisers in wspect of railway freight 
should be extended to pesticides as 
well. 

JAGATJIT INDUSTRIES sold 1,69,737 
equity shares of Rs 10 each, fully 
paid-up, to existmg shareholders in 
June last yeai at Rs 2.50 per share, 
transferring Rs 7.50 per .sliare from 
share forfeited account. Also, 20,000, 
9.5 per cent, cumulative redeemable 
preference shaies, of Rs 100 each, fully 
paid, were allofli-d in August. Although 
the company’s sales increased by alwiit 


Rs one crore in 1970, its gross profit 
was slightly less because of increase In 
production costs without corresponding 
rise in selling prices. The maintained 
equity dividend of 12 per cent on the 
enlarged capital was covered 2.57 times 
by earnings. Industiial Containers and 
Closures and Hyderabad Breweries, 
wholly-owned subsidiaries, made losses 
oi Rs 18,490 and Rs 20,023 for 1970, 
lifting their aggregate losses to Rs 
1,51,844 and Bs 43,247, respectively. 
Hyderabad Distilleiies and Wineries, in 
which Jagatjit held three-fifths of the 
share capital, also incurred a loss of 
Rs 21,506, raising its total loss to Rs 
32,609. No adjustment has been made 
in the books of Jagaljil in respect of 
(be aggiegate losses of these subsidiary 
c-ompanics. 


WARNER-HINDUSTAN's iformulaHons 
and chemicals jilants worked at a high 
level last year. Certain extensions of 
the foimulatiuns plants are on hand to 
improve production. Plans are also 
being examined to inciease the output 
(>f chemicals. Development efforts on 
new products and import substitution 
were furthei accelerated. During its 
seventh year to December last, all pro¬ 
duct lines showed substantial sales im¬ 
provements High piodiictivity, coupled 
with iinpioved economies and success- 
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Dharamsi 

Chemical 

Sandoz 

India 

Jagatjit 

Will ner-Hindustan 


Latest Year Last Year 

I.atest Year Last Year 

Latest Year 

Last Year 

Latest Year Last Year 


31-12-70 

31-12-60 

31-12-70 31-12-69 

31-12-70 

31-12-69 

31-12-70 

31-12-69 

Paid-up capital 

127 

127 

150 

150 

83 

46 

100 

100 

RMerves 

224 

198 

112 

90 

68 

64 

101 

75 

Borrowlnip 

192 

178 

5.32 

495 

133 

80 

98 

119 

of which Term borrowhigi 

29 

48 

1.54 

160 

_ 

_ 

87 

87 

Gross fixed assets 

455 

448 

471 . 

456 

178 

152 

206 

194 

Net fixed assets 

187 

184 

294 

297 

126 

110 

142 

167 

Investments 

36 

.35 

3 

1 

3 

3 

— 


Current liabilities 

95 

85 

126 

130 

208 

150 

61 

31 

Current assets 

417 

370 

624 

565 

362 

227 

217 

157 

Stodcs 

242 

200 

303 

305 

119 

89 

115 

76 

Book debts 

168 

104 

255 

248 

140 

81 

57 

37 

Net soles 

851 

795 

820 

752 

454 

357 

401 

246 

Other income 

27 

26 

17 

15 



5 

2 

Raw material costs 

404 

417 

206 

192 

247 

188 

90 

64 

Wages 

97 

87 

145 

126 

32 

28 

63 

41 

Interest 

15 

18 

41 

39 

11 

8 

8 

7 

Gross profit(-l-)/Ioss(—) 
Depiedatioa provision 

134 

35 

131 

38 

127 

25 

112 

26 

54 

9 

57 

7 

118 

25 

73 

18 

Tax provision 

53 

45 

64 

46 

24 

28 

49 

3 

Net profit(-b)/loii(—) 
Development rebate provision 

40 

3 

48 

6 

38 

40 

5 

21 

2 

22 

2 

44 

1 

52 

26 

Transfer to reserves 

Dividend 

18 

22 

21 

18 

11 

E 7 

P 1 

16 

35 

18 

Amount 

25 

20 

17 

17 

E 4 

8 

8 

Rato (pa cent) 

20 

20 

11 

11 

E 12 

P 9.5 

E 12 

E 9 

P 5 

E 9 

P 5 

Gova (ttaMs) 

1.72 

2.10 

2.23 

2.06 

2.57 

5.00 

6.00 

3.57 

Ratku (pa cent) 

Grots pnflt/salea 

15.74 

16.47 

15.49 

14.89 

11.89 

11.96 

29.42 

29.67 

Net praAt/capItal employed 
Inventories/nles 

8.47 

9.54 

4.78 

5.44 

7B9 

11.58 

14.71 

17.68 

2843 

25.15 

44.27 

40.56 

26.21 

24.93 

28.68 

30.87 

WitSM/salas 

11.39 

10.94 

17.68 

16.75 

7.05 

7.84 

15.71 

16.66 
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ECONOMie AND 


fill marketing of additional products, re¬ 
sulted in larger profits. Net sales advanc¬ 
ed by 6.3 per cent, to top the Rs fotir- 
crore mark, and in line gross profit was 
up 61 per cent at Rs 1-18 crores. The 
unchanged equity dividend of nine per 
cent, the whole of which is exempt 
from tax, found a sixfold cover. Re¬ 
serves have exceeded the share capital. 
The directois, theielore, propose to 
issue bonus shares in the ratio of two 
new shares for every five equity shares 
held by shareholders. 

avjARAT STATE FINANCIAL COR- 
PORATICN expanded its business con¬ 
siderably in 1970-71. Over the year, 
loans sanctioned rose by 31 per cent to 
Rs 686 and disbursements increased by 
74 per cent to Rs 5.51 lakhs. As many 
us 1,270 units were provided assistance 
against 797 units m 1969-70 and 1,669 
units in the nhie earlier yi*ars. Since 
its inception, .3,736 units have been 
sanctioned loans ol Rs 2,267 lakhs, of 
which Rs 1,729 lakhv were di.sbiirsed to 
3,043 units. During 1970-71, 1,2.59 
units, or 99.1 per icnt ol the units as¬ 
sisted by the (iorporafion, were small- 
scale to whom loans of Rs 631 lakhs 
(92.1 per cent) weie s.mctioned and Rs 
.508 lakhs (92.1 per cent) were disburs¬ 
ed. The share of backwaid districts in 
the di.sburscd loans ros<' trom 19.7 irer 
cent to 22.9 per cent in 1970-71. The 
amount disbursed in the.se areas almost 


THE first reactions to Chavan's budget 
hav(! bi'cn along predictably conven¬ 
tional lines. Over tlic years a psycholo¬ 
gy has bi'c.n generated against all tax¬ 
ation, parliciilailj mdirect taxation 
which is legaided as hitting the people 
and piisliing up pi ices. The use of the 
fiscal insliumeiil lor raising surpluses 
tor develo))ment is as a matter of course 
looked upon with suspicion. In this cli- 
inat»‘, I’liavan's 11.11111 in his Rudgi't 
spix'ch that he was using his tax pro¬ 
posals not simply to laisc more revenue 
but also to make a ‘ significant impact 
on existing inequ.ilities in income, 
wealth and economic power and re¬ 
duce ostentatious consumption" tailed 
to register with many. 

With confidence substantially restor¬ 
ed in the political stability of the Gov- 
einment after the elections, Chavan, it 


doubled at Rs 126 lakhs (Rs 68 lakhs). 
Disbursement maile in the Irackward 
districts during 1970-71 exceeded the 
total disbursement of the first nine 
years. GSFC underwrote three issues 
amounting to Rs 43 lakhs, and its de¬ 
ferred-payment guarantees sanctioned 
amounted to Rs 44 lakhs to eight units 
against Rs 78 lakhs to 18 units since its 
inception. 

SUNDARAM FINANCE experienced 
further expansion of business during its 
17th year ended December last when 
its total income reached Rs 1.67 crore.s 
against Rs 1..50 crores in the year be¬ 
fore, and stock-on-hire at the year-end 
stood at Rs 12.11 crores against Rs 
9.59 crores. With increase in expendi¬ 
ture, however, gross profit slipped from 
Rs 66 lakhs to Rs 64 lakhs. Net profit 
was almost unchanged at Rs 22 lakhs, 
and the unchanged dividend of 16 per 
cent, with a final of 10 per cent, was 
covered nearly 1.4 times. The volume 
of business in the, first four months of 
the current year showed a ‘substantial 
increase’ over the same period last year 
and, although operational expenses 
would go up considerably, consequent 
to the higher interest charges payable 
as a result of inci<;ase in Bank rate and 
the rise in e.stabhslmient expenses, the 
ilirectors aic confident that the 1971 
r<‘sults would be better than those of 

nm. 


would appeal, found courage to make 
a larger effort at resource raising than 
many hud thought he would. To a large 
extent, he had no ehoic’e. in the matter. 
Even with the substantial tax effort ol 
Rs 220 crores in the current year (of 
which Rs 177 croies will enter Central 
revenues and Rs 4.3 crores will go to 
the .State.s), hi- has had to leave unco¬ 
vered a deficit as large as R.s 220 
crores. 

Mispi.Ar:F,i> Fears 

The fear expressed by many that 
taxation of this order will push up the 
general price level, which had already 
legistoied an increase of 7 per cent last 
year, does not obviously take into ac¬ 
count the fact that so far as the mass 
of the people are concerned the infla¬ 
tionary impact of a larger deficit would 


have been much more than that of the 
selective levies proposed in the Bud¬ 
get. The alternative was to virtually 
abandon the Flan end planned deve¬ 
lopment. For, according to the latest 
revised estimates, the revenue account 
for the current year, whidi had been 
estimated in the interim Budget only two 
months ago to show a surplus of Rs 
114 crores, will be deficit to the extent 
of Rs 25 crores. For the first time in 
many years, no surplus is available 
from the revenue account for develop¬ 
ment and resources for development 
had to be raised entirely afresh. Even 
after the resource-raising effort pro¬ 
posed in the Budget, the deficit re¬ 
mains large and the cumulative deficit 
financing in the first three years of the 
Plan is far in excess of what had been 
envisaged when it was laid down that 
the total deficit in the whole Plan pe¬ 
riod should not exceed Rs 850 crores 
in the interest of price stability. As 
against this, the expenditure incurred 
under the Plan in its fir.st three years 
will be barely 50 per cent of the total 
Plan outlay .md, besides, the effective 
value of this expenditure will lie con- 
.siderably less on account of the sub¬ 
stantial rise in prices. 

Pi .AN OutIjAY 

The r-'inance Minister and Finance 
Ministry ofBciuls are taking credit for 
the substantial increase in the Plan out¬ 
lay tin's year, compariid to the outlay 
provided for in last year’s Budget and 
even more so compareil to the actual 
periormance last year. Total Plan out¬ 
lay iiioposed for 1971-72 is Rs 3,02.3 
ciores as against Rs 2,649 crores for 
last year. This represents an increase of 
Rs 370 croics. The increa.se will look 
even more impressive if the compari¬ 
son is with the actual Plan expenditure 
last year. Thert: was a shortfall of as 
much as Rs 250 cron-s in the Plan out¬ 
lay last year, of which Rs 170 crores 
was accounted lor by the non-utilisa¬ 
tion of the iirovisions in the Central 
Budget alone. The development effort 
envisaged for the current year will 
thus appear to imply a Rs 620 crorc 
step up in Plan expenditure. The Fin- 
imce Minister was, therefore, at least 
partially justified in suggc.stihg that once 
a significant improvement occurs in the 
scale of public investment, such as he 
was providing for, industry and indeed 
the economy as a whole can surge for¬ 
ward. 

There are many snags, -however. 
First, the effort envisaged relics rather 
heavily on deficit financing. The in 
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the Central Budget alone is of the order 
of Rs 220 crores. The States ore ex¬ 
pected to make a big effort to raise 
additional resources. Even after taking 
into account additional Central assist¬ 
ance of Rs 65 crores for their Plans and 
the additional Rs 43 crores by way of 
their share of the new taxation in the 
Central Budget, the States will have to 
raise a minimum of Rs 100 crores by 
way of taxation. There is nothing to 
suggest that the States are either able 
or willing to make such an effort. 

('urtber. though Central assistance to 
the State Plans would appear to have 
been increased compared to last year, 
the overall flow of financial resources 
from the Centre to the States does not 
show much improvement. The States' 
share of tax revenues will undoubtedly 
go up Qonsiderably — by about Rs 138 
crores. Crants-in-aid to States and 
Union Territories under rex’enue dis¬ 
bursements will also increase by Rs 154 
crores. But there will be a decrease of 
Rs 74 crores in loans and advances to 
the States and Union Territories under 
capital disbursements. Considering the 
tight financial position of the States and 
considering their inability or unwilling¬ 
ness to tap resources on their own, the 
likely overall deficit in the coming year, 
if the development effort envisaged for 
the Centre and the States really goes 
through, will far exceed the Rs 220 
crores left unct'vered in the Central 
Budget. The overall budgetary deficit 
last year is now admitted to have been 
as much as Rs 330 crores. 

No Loncee a Valid Guide 

Finance Ministiy officials are also 
taking credit for the provisions for de¬ 
velopmental expenditure outside the 
Plan. Thus schemes such a.s the crash 
prograimne for emplo)-ment in rural 
areas and that for promoting employ¬ 
ment of educated youth in the urban 
areas have been allocated nearly Rs 100 
crores in the Budget as compared to 
about Rs 20 crores last year. It is ar¬ 
gued, in this context, that what i>eople 
are interested in is development and not 
necessarily the implementation of the 
Plan. The suggestion clearly is that the 
Plan, as it now stands, is no longer a 
valid guide for Budget-making. The 
Finance Ministry is taking the initiative 
in starting new schemes which will ul¬ 
timately become part of the Plan, once 
the Planning Commission is back in po¬ 
sition and begins reappraising the Plan. 
Meanwhile, too much need not be 
made of shortfalls in Plan implementa¬ 
tion such as occurred last year and may 
recur this year. 


The Finance Minister con claim to 
have initiated some changes in policy, 
Xiarticulariy in regard to the industrial 
sector. The desperation over reviving 
the capital market and providing incen¬ 
tives for stimulating investment in the 
corporate sector, whicii has been a re¬ 
gular feature of recent Budgets, is to¬ 
tally missing in the present Budget. On 
the contrary, the Budget evidently rates 
fiscal incentives rathar low as a means 
of stimulating the private cori>orBto sec¬ 
tor. The underlying assumption ap¬ 
pears to be that the industrial base of 
the country has broadened and diver¬ 
sified sufficiently so that the. private sec¬ 
tor no longer requires special fiscal in¬ 
centives to grow. 

This approach is seen in two mea¬ 
sures proixjsed in the Budget whose re¬ 
venue raising effect at this stage is 
modest but whose long-term implica¬ 
tions are important. One ot these inea- 
•sures is the removal of 6 industries from 
the list of so-called priority industries 
so that the)- will no longer enjoy tax 
exemption upto 8 per cent of their pro¬ 
fits. And even in the case of the indus¬ 
tries which remain on the priority list, 
the tax exemption is to be reduced to 5 
per wilt. In fact, there was every case 
for scrapping the priority list altogether 
since th<‘ composition of the list hears 
little relationship to Plan priorities. But 
at least a beginning in this direction has 
been made. 


THE discussions in the two Houses of 
Parliament on the Bangla Desh deve¬ 
lopments and the Government’s hand¬ 
ling of them — read with the Press 
briefings of the External Affairs Min¬ 
istry’s spokesmen — h.we, brought out 
the Govemiuciit’s poverty of policy in 
respect of a matter which vitally con¬ 
cerns India's seeiirify and freedom of 
action hi international relations. By 
cleverl)- iJosiiig the question as a choice 
between war and uneasy peace with 
Pakistan, the Ckivernment spokesmen 
have diverted attention from the basic 
question of conduct of foreign policy 
by a country like India which has nei¬ 
ther the militar)- potential nor economic- 
strength to use as levers for subserving 
its national self-interest. 

Let me first sum up the oifiaal posi¬ 
tion. Its first premise is that ret-ogni- 
tion of Bangla Desh and extension of 
material aid to its struggle will be un- 


The second measure is the notice 
served on industry that the system of 
development rebate on new investments 
will be discontinued at the end of May 
1974. The development rebate has 
made it possible for entrepreneurs to 
expand their oiierations while avoiding 
making any tax payments. Allied to the 
notice of discontinuance of the develop¬ 
ment reliate i.s the proposal that de¬ 
bentures and long-term borrowings ot 
new undertakings will no longer enjoy 
the tax holiday which will apply only 
to ri.sk capital. We are thus on the way 
to ending the era in which extra-gener- 
OU.S concessions and incentives together 
with much else, including the licensing 
system, had become a substitute for 
real eiiterjirise in business and iudiis- 
tr)-. 

CuwiiiNCi Evasion 

The tax proposals in respect ol per¬ 
sonal income tax and wealth tax are 
fairly stiff. The wealth tax rate has 
been increased from 4 to 8 per cent on 
wealth above Rs 15 lakhs and the tax 
base has been tightened. These mea¬ 
sures, the Finance Minister has claimed, 
will impose, a virtual cx'iling on indivi- 
ilual wealth at a much lower level than 
at present Tliis assertion would un¬ 
doubtedly be justified if there were no 
evasion of avoidance of tax on wealth 
and incomes. How far evasion and 
.ivoidancc arc in I ai t cuihcd remains to 
Ik‘ seen. 


vM.se because the) will automatically 
mean a war with Pakistan, with China 
possibly intervening on Pakistan's side. 
Whatever he the Liltiinate outcome of 
such a military conflict — which the 
polic>--makers arc convinced will be 
long-drawn-out unlike in 1965 — it 
will expose vast aieas of India, its cities 
and industrial c-eiitres esix’cially. to at¬ 
tacks and destruction .Secondly, sucli 
an Indn-Pakistun sliow'down will sub¬ 
merge the Bangla Desh sti'uggle and 
will further reiK-l countries like the 
Muslim state,s of West Asia. If China 
enters tin* fray — as some officials 
think it will — it will mean an end to 
India’s economic development for .some 
years to come. 

So the suggested alternative is that 
India should try to jirevail upon the 
members of the Aivl-Pakistan Consor¬ 
tium and the Soviet Union to bring 
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economic and other pressurec to bear 
on Pakistan. If Pakistan remains ada¬ 
mant, its sinews of war will dry up 
and the Bangla Desh resistance will 
triumph. If Pakistan succumbs to the 
pressure, there will be a political set¬ 
tlement, practically on the basis of the 
Awami League’s six points. And every¬ 
one will be happy ever after. 

Some editorial writers and commen¬ 
tators have provided additional dimen¬ 
sions to this thesis by pleading (a) that 
the Government of India should use 
its influence with the Bangla Desh 
leadership to accept less than complete 
independence, in fact, foiu of Sheikh 
Mujibur Rahman’s six points and (b) 
that Mujib is not a party to Chittagong 
radio's declaration of independence on 
March 26 last. 

Obvious SELK-CoNnuDicnoN 

There is an obvious self-contradic¬ 
tion in the theory described etulier. If 
the West Pakistan army will have to 
wind up its operations In Bangla Desh 
within six months of the suspension or 
stoppage of West and Soviet economic 
assistance to Islamabad, it is not under¬ 
standable how Pakistan can provoke a 
war with India while having to deal 
with the Bangla Desh struggle. The 
flow of Western economic and other 
aid to Pakistan has slowed down, if not 
stopped altogetl'.cr, after March 25. In 
the event of an Indo-Pakistan conflict, 
it is bound to be suspended further 
Utough India, too, will be in the same 
Ixiat. So if threatened or actual ces¬ 
sation of economic aid is going to make 
Pakistan yield in Bangla Desh — to a 
largely untrainetl and poorly equipped 
resistance movement — it does not 
make .sense how such a Pakistan can 
pose a serious military threat to India. 

Even assuming that China will step 
in to make India fight on two fronts, it 
.should not lx- overlooked that Pak¬ 
istan, too, will have two fronts to take 
care of. After the bitter experience of 
1962 It is widely acci’pted that in a 
future showdowi with China, India 
should not fight on the mountains but 
in the plains and that the role of the 
mountain divisions is primarily to .serve 
as a holding operation. Further, while 
troops trauied to fight in tlie desert or 
the plains need time to be acclimatised 
for mountain warfare, mountain divi¬ 
sions are relatively versatile and are 
equally operative on the plains. In the 
event of a conflict with lioth Pakistan 

— as it is now geographically situated 

— and China, the logistic disability 
which India now suffers from because 
of the narrow neck of territory link¬ 


ing north-eastern India with the rest 
of the country could be got over by di¬ 
rect access to Assam through East 
Bengal. 

This does not mean that the critics 
of the Government’s policy are plump¬ 
ing for war either wifli Pakistan or with 
China, much less with both. We ques¬ 
tion the basic premise that recognition 
of Bangla Desh and extension of open 
and adequate material aid to its stnig- 
gle will automatically plunge India into 
a major war. Pakistan will be in no 
position to embark on another adven¬ 
ture at the present moment. As for 
China, it is not dear whether its sup¬ 
port to West Pakistan on the Bangla 
Desh question is not merely tactical. 
Even if it is more serious than that, a 
low-levcl Chinese intervention in the 
shape of some military and et'onomic 
did to Islamabad will not make much 
difference to India militarily. If, on the 
other hand, China does intervene in a 
big way it will automatically invite the 
others — notably the Soviet Union and 
the US — to India’s side. Since such 
a big power confrontation is no longer 
likely to be on the Chinese agenda, 
the possibility of such a major Chinese 
intervention is remote. 

Another red herring is that the Bang¬ 
la Desh leadership itself does not want 
Indian intervention. It speaks volumes 
of the robust commonsense of the 
Bangla Desh leaders that they do not 
want their territory to be an Indo-Pak¬ 
istan cockpit and that they want to re¬ 
tain the initiative in shaping their 
country’s policies ois-o-uis others, espe¬ 
cially China. I also am not arguing 
for Indian intervention in Bangla Desh. 
The days of such intervention are de¬ 
finitely over, notwithstanding Vietnam 
and Czechoslovakia. As I have said 
earlier, recognition of Bangla Desh and 
extension of military aid to it do not 
amount to intervention. After all, 
Indian military helicopters were lent 
for ferrying Ceylonese armed person¬ 
nel to the insiurgcnt-affected areas on 
the island. Indian frigates also mount¬ 
ed guard on the Ceylonese shoreline, 
while our infantrymen — stationed on 
Ceylonese soil — relieved their own 
ixrsonnel from guard duties. Similar 
assistance, openly given to Bangla 
Desh, would not be intervention. 

Let us now see the political and eco¬ 
nomic impUcations of what passes for 
India’s Bangla Desh policy. The in¬ 
flux of nearly four million refugees — 
about 65 i>er cent of whom being Hin¬ 
dus dispossessed of their farm land in 
East Bengal will not go back — has 
brought out the economic cost of the 


bungling on Bangla Desh. By allow¬ 
ing the Bangla Desh struggle to pto- 
long, with the people thrown on the 
defensive against a small minority of 
Pakistani troops, the Government of 
India has also lengthened die ordeal of 
Bangla E>esh. Reports in some news¬ 
papers at home and abroad that India 
may be forced to take military action 
to stop the flood of refugees have made 
nonsense of the earlier so-called policy 
of i>eace at any price. While military 
assistance to Bangla Desh would have 
been legitimate, — which country has 
not done so eis-a-els another in which 
its stakes are equally high — merely 
provoking a war with a view to stop¬ 
ping the inflow of refugees will pro¬ 
vide grist to Pakistan’s propaganda 
mills. It will raise the jibe that if India 
did not want the refugees it could have 
stopped them at the border. 

Taujoh-Made Excuse 

The political repercussions are even 
worse. By pinning its hopes on making 
the Western Powers and the Soviet 
Union put pressure on Pakistan, the 
Government of India is providing 
China with a tailor-made opportunity 
to live down its earlier support to a 
military regime against a popular up¬ 
rising and also to emerge as a dominant 
power in this part of Asia. Peking will 
say, and rightly too, that outsiders have 
no business to bend an Asian country 
to their will. 

At the same time, India will be offer¬ 
ing on a platter to the super powers, 
the initiative in Indo-Pakistan affairs 
which they will use more to their own 
advantage than to India’s. When Pak¬ 
istan first entered into a mutual secu¬ 
rity treaty with the US and received 
US military aid it was rightly pointed 
out by Nehru that Rawalpindi was 
bringing an outside power into this 
part of Asia. By forcing India to seek 
Soviet political and other support, Pak¬ 
istan brought the East-West tussle to 
our shores. India’s policy of non- 
alignment is built on avoiding and eli¬ 
minating such entanglements. Now 
South Block is working overtline in the 
opposite direction, making nonsense 
ol our earlier professions. 

Even the limited purpose of avoid¬ 
ing a military conflict with Pakistan 
will be defeated in the long nm. If 
outside pressure works and Islamabad 
is forced to seek a policy settlement 
with a section of the Bangla Desh 
leadership, the resultant situation in 
West Pakistan will be ideal for Bhut¬ 
to-type demagogues to thrive. Riding 
on a wave of'intense nationallKn, they 
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wlU seek the earliest opportunity of a 
military showdown with India in Kash¬ 
mir or elsewhere widi a view to set¬ 
tling scores. Then the argument about 
likely Chinese Intervention will again 
become valid. 

If, on the other hand, Pakistan re¬ 
sists the pressure and is able to crush 
the Bangla Desh movement, the lead¬ 
ership in Islamabad — the present one 

BRUSSELS 


or its successor — will not be taken in 
by India’s protestations of neutrality in 
the Bangla Desh struggle. The second 
item on its agenda will then be ven¬ 
geance against India from both east 
and west. 

In short, our Bangla Desh policy has 
been thoroughly bungled by British- 
trained bureaucrats who apparently 
overruled Indira Gandhi. 


British Entry on French Terms 


IT seems incredible that 10 years of 
suspicion and distrust, verging often on 
hostility, could be swept away after 12 
hours of talks. Yet that is what Presi¬ 
dent Pompidou and Prime Minister 
Heath seem to have achieved at their 
recent summit meeting. Their achieve¬ 
ment was suiRciently important in fact 
to prompt a British journalist who had 
witnessed the humiliating of Heath in 
January 196-3 (when the first British 
negotiations collapsed) to announce that 
France had thrown open the doors of 
the Common Market to Britain. 

He was not alone, of course, in pre¬ 
dicting an early and happy outcome to 
the negotiations which began some 11 
months ago. So confident is the British 
government that it will have secured 
suitable entry terms by the end of 
June, that the problem currently preoc¬ 
cupying the Cabinet is whether to go 
to Parliament before the .summer recess 
or wait until October. 

The optimism displayed in London is 
shared in the various Common Market 
capitals, notably Paris. Although the 
two problems for which the -six foreign 
ministers and Rippon must find solu¬ 
tions during their meetings in June are 
among the most difficult of all — they 
relate to the size of Britain’s contribu¬ 
tion to the EEC budget and the safe¬ 
guards for New Zealand’s dairy pro¬ 
ducts — Common Market circles here 
are confident that they will be solved 
before the end of the month. It may 
take more than one all-night session to 
agree on the details, but the negotia¬ 
tors are assured of succe-ss as they will 
be working within a framework prepar¬ 
ed by Pompidou and Heath. 

Opposition Mainly Domestic 

There is a widespread feeling that 
Heath will-find opposition to Britain’s 
entry to be strongest on the home front 
radier than in Brussels; from now on. 
it is British public opinion more than 


anything else that will decide the out¬ 
come of the 10-year old efforts to join 
the EEC. As the opinion polls have 
shown, opposition to entry is strong and 
vocal; it will undoubtedly influence the 
voting of more than one MP, Conser¬ 
vative as w'ell as Labour. The Govern- 
mcnt’.s refusal to hold a referendum has 
only confirmed many in their belief 
that the entry terms will be such that, 
given half a chance, the majority of 
of the British population would vote 
against entry. 

’The plain tnith is that the tenns 
Pompidou is offering Heath are 
precisely the ones General de Gaul¬ 
le was insisting on in 1963. The 
British .md French press made much of 
the fact that during his press confe¬ 
rence Pompidon more or less announced 
that there would not be another French 
veto. It pounced on the phrase in the 
joint communique which stressed the 
large measure of agreement between 
President and Prime Minister, and es¬ 
pecially on the words: 

The President of the Republic and 
the British Prime Minister consider¬ 
ed that it was desirable and possible 
to reach early agreement on the main 
outstanding issues in the negotiations 
for British entry, particularly the pro¬ 
blems relating to New Zealand and 
the British contribution to the Com¬ 
munity budget. 

What very few papers pointed out is 
that British entry is a foregone conclu- 
.sion only because Heath and Rippon 
have accepted between them virtually 
all the Gaullist demands. Of course, 
agreement has yet to be readied on 
the two ke)’ problems mentioned above. 
But all the indications are that in nei¬ 
ther case will the final solutions be any¬ 
thing like the ones envisaged by the 
British. As regards Britain’s contribu¬ 
tion, the figure mentioned here is 8 to 
10 per cent of the Community budget 
in the first year of membership (and 
not 3 per cent, the figure put forward 
by Rippon as the "maximum”). In the 
case of New Zealand butter, the cur¬ 


rent butter shortage may lead to a 
more generous French offer, but it is 
unlikely to come anywhere near meet¬ 
ing British demands. 

As for the rest, it is clear from tiie 
terms of (1) the joint conununiqa6 
and (2) the various agreements nego¬ 
tiated by Rippon in Brussels that Pom¬ 
pidou will have secured Britain's entry 
on General dc Gaulle's terms — strip¬ 
ped of its world-wide role, a captive 
market for French agricultural products 
and an iinpiortant contributor to the 
Community’s budget (much of which is 
spent on propping up the common ag¬ 
ricultural policy). If n'ports from Paris 
and London are to be believed, the 
President has also obtained Heath’s ac¬ 
ceptance of French as the only work¬ 
ing language of the enlarged Commu¬ 
nity — an achievement which the Ge¬ 
neral, as a master of the French langu¬ 
age, perhaps would welcome more than 
anything else. 

Britain’s claim to great power status 
is based today on (1) her position at 
the head of an international, multi¬ 
racial organisation, the Commonwealth; 
(2) the role of sterling as a reserve cur¬ 
rency; (3) possession of nuclear weapons 
and (4) her re]ation.ship with the US. 

To take the la.st point first. It is ob¬ 
vious to pvery'one that tlie “special re¬ 
lationship” which the British were wont 
to boast about exists today largely in 
the British imagination. If there is 
a European country which enjoys a 
“special relationship” with the US to¬ 
day it probably is West Germany. 
What remains of the relationship be¬ 
tween the US .and the UK is based on 
sentiment and a common language. The 
French President has realised this; 
hence his attack on the English langu¬ 
age, which he has described as being 
more American than English, and his 
insistence that French be the key lan¬ 
guage of the enlarged Community. 

End of Commonweai.th Piieferences 

It is to the Commonwealth that Bri¬ 
tain owes in part her role as a world 
power. But as the Commonwealth is 
essentially a trade network it has been 
easy for the French to get Rippon to 
agree to its elimination over a period 
of 4 to 5 years. As a matter of fact, with¬ 
in 3 years of Britain’s entry (by, say, 
1978) Commonwealth preferences will 
have been replaced for all practical 
purxxises by the common external tariff. 
As regards agricultural products cover¬ 
ed by the common agricultural policy, 
the elimination of Commonwealth pre¬ 
ferences will be even more rapid. At 
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his last meeting Rippon agreed to the 
principle of "CcOTmiinity preference"’ 
for these products from the moment of 
entry. 

This means that both developing and 
developed Commonwealth countries will 
lose their preferential access to the UK 
market — either progressively, as in the 
case of industrial products and those 
covered by tariffs, or at onct? as in the 
case of many agricultural products. 
Developing Commonwealth countrie.s 
will be coveretl by the proposed sys¬ 
tem of generali.si'd preferences, but 
they will have to share the benefits of 
duty-free entry with all developing 
countries and, what is more, will have 
to accept the extension of the Six’s 
more restrictive scheme to the UK and 
other new members. 

Only the African members of the 
Commonwealth (and. since May 12, 
the Caribbean countries and Fiji and 
Mauritius) have b<*en offered the pos¬ 
sibility of association with the enlarged 
Community. This is because the 
French, who retain a considerable 
measure of influenct' in Africa, feel 
that the destiny of the “dark continent” 
lies with Europe. What the Enrafrican 
lobby in France and Belgium woulfl 
like to see is a unified bloc stretching 
from South Africa to Denmark. Nego¬ 
tiations for .such a bloc may well begin 
in 1973, a > ear or so before the second 
Yaounde Convention of Association e.x- 
pircs, and it is just possible that lliey 
could be sueces.sful, esps'cially if the in¬ 
ducements, held out to the Africans in¬ 
clude increased foreign aid from both 
the enlarged Community and South 
Africa and continued irreferential entry 
into the EEC for tropical products and 
some temperate 7.on<> agricultural pro¬ 
ducts. 

Britain’s great iwwer status also de¬ 
pends on the role of sterling in the 
world monetary system. Clearly the 
French could not tolerate the continu¬ 
ed use of sterling as a reserve curren¬ 
cy, and I’oinpidou has made it clear 
that the sterling balances wall have to 
be run down as <niickly as possible. 
Such a development would not only 
deprive Britain of her privileged posi¬ 
tion in the vvoild’s monetary and fin¬ 
ancial councils but also roll the City 
of London of mneh of its importance 
— and a good part of its income. For 
lx)th the expertise developed by Bri¬ 
tish banks and the income from it de¬ 
pends to a considerable extent on ster¬ 
ling’s role as a roservo currency: with 
sterling downgraded. Continental banks 
and monetary institutions will find it 
far easier to compete with the City — 


especially if sterling were to be firmly 
tied to the EEC currenefes in a mone¬ 
tary union. 

Only one card remains in Heath’s 
hands — Britain’s possession of nu¬ 
clear weapons. Just how he could play 
it is not evident, for French goals in the 
field of nuclear weapons seem none too 
clear. An Anglo-French nuclear alli¬ 
ance has been mentioned off and on 
but with the UK firmly wedded to 
NATO (and tied to the US by special 
agreements) such a development s*Jems 
out of the question. In any case, by 
offering to share its nuclear secrets with 
France, the UK would be downgrad- 


'fWO English language newspapers — 
The iMttern Sun and The Singapore 
Herald — closed down in May because 
the Government accused them of hav¬ 
ing received foreign funds in ‘black 
operations’ launched by outside forces 
against the stability of this Island 
Republic. 

But unlike The Eastern Sun, which 
shut down on May 17, at the mere 
mention of its having received funds 
from Hong Kong, The Singapore He¬ 
rald vigorously denied its alleged in 
volvement in ‘black operations’, strug¬ 
gled for 10 days and was finally forc¬ 
ed to close down by the Government, 
which withdrew its printing licence on 
May 28. 

The Singapore Herald was in need 
of money for its survival, but the 
Singapore Government barred foreign 
funds from coming to its rescue. It 
even put pressure on an American bank, 
which had given the newspaper cre¬ 
dit, to stop that credit. 

"This now leaves Singapore with only 
two English dailies, a morning and an 
afternoon one, both wholly owned by 
foreign finance (British and Australian), 
but both assuredly docile in their atti¬ 
tude towards the Government and con- 
firmedly commercial to the extent of 
openly accepting the Singapore Gov¬ 
ernment’s statement that they were 
here only to make money. 

What killed the Herald was Its oc¬ 
casional mild criticism of the Singapore 
Government, which it felt was needed 
in order to improve life in this coun¬ 
try. "The Government however did not 
take the criticism in that light but 
considered it “a cover for eroding the 
will and attitudes of the people in re- 


ing its own role as a great power. 

"rhe British imagine, of course, that 
once inside the EEC they will be able to 
run the show, so to speak. This is most 
unlikely, especially as Heath has agreed 
to the French demand that all decisions' 
be taken on the basis of unanimity by 
the enlarged Community, despite the 
provisions of the Rome Treaty. As ex¬ 
perience has shown, a single member 
can block any decision which it opposes 
by exercising its veto. In any case, once 
inside the EEC the British will pro¬ 
bably find themselves too busy defend¬ 
ing their own interests to have much 
time for ninning the Community. 


gard to certain fundamental matters”. 
The Government also suggested that 
the criticism was a command perform¬ 
ance ordered by foreign interests, which 
had put in the money to start the 
newspaper in July last year. 

The Prime Minister, Lee Kuan Yew, 
said the Press could not have complete 
freedom in an emergent country, be¬ 
cause such freedom resulted in chaos. 
He then gave the example of India and 
Ceylon, both of which, he said, were 
in chaos because they had given com¬ 
plete freedom to the Press. 

Like The Eastern Sun, The Singa¬ 
pore Herald was not a Leftist paper 
but a Rightist one. ’Therefore, when the 
Singapore Government appeared deter¬ 
mined to crush the paper, the whole 
lot of Rightist opinion, in and around 
Singapore, right up to the Philippines 
and Hong Kong, which had earlier ap¬ 
plauded the Singapore Government’s 
similar strong-arm methods in crushing 
Leftist opposition, rose up in protest 
this time and shouted ‘murder* in 
unison. 

The paper was started last year by 
two Singapore and one South Korean 
journalists, with money provided main¬ 
ly by a former Chief Minister of Sabah 
(East Malaysia) and currently Malay- 
.lian High Commissioner in Australia, 
Donald Stephens. His contribution to¬ 
wards the paper’s total subscribed capi¬ 
tal of about Singapore S two million, 
was Singapore $1.32 million (about Rs 
33 lakhs). 

But Stephens did not give the money 
directly to the paper. A company was 
registered in Hong Kong, under the 
name ‘Heeda’, with the South Korean 
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journalist who became the Managing 
IXrector of the Herald as one of the 
partners, and Heeda channelled the 
finance to the newspaper. 

No sooner did the paper start print¬ 
ing in July 1970, it ran into difficulties 
with the Singapore Government. The 
Government had expelled an American 
woman, Shirle Gordon, Director of 
Malaysian Sociological Research Insti¬ 
tute. The Prime Minister's Press Secre¬ 
tary had telephoned. The Singapore 
Herald three times not to print the 
story, and on the third occasion had 
conveyed the Prime Minister's laconic 
message: "Don’t cross swords”. The 
newspaper however printed a small 
story without saying much, because it 
felt that if it suppres.scd news of events 
which a large number of people already 
knew about it would forfeit the con¬ 
fidence of the public. 

The publication, however, was con¬ 
sidered an act of defiance by Gov¬ 
ernment and, therefore, all official 
news sources were closed to the paper: 
it was barred from press conference.s 
and denied press releases. 

These facilities to it were, however, 
restored in September, when the 
Herald’s editor met the Foreign Min- 
i,ster, Rajaratnam, and assured the 
Government of his co-operation. 

But, soon afterwards, the paper be¬ 
gan printing complaints in its ‘Letters’ 
column from National Servicemen and 
their parents. In Singapore, military 
training, called National Service, is 
compulsory and has been the subject of 
much controversy. Left-wing elements 
have openly defied call-up notices and 
have fought court-cases against it. The 
letters in the Herald did not attack 
the Service basically, but brought out 
complaints of men undergoing it. This 
annoyed the Government greatly. 

The paper got into more trouble 
during the Commonwealth Prime Min¬ 
isters’ conference here in January. It 
printed a story that Negroes coming 
to Singapore were being specially 
screened and harassed by the immigra¬ 
tion officials and were thus being dis¬ 
criminated against — perhaps because 
the Government wanted to prevent 
Black Power militants from sneaking 
in and creating incidents during the 
conference. Several American Negroes, 
the paper said, bad lodged protests 
with the US Embassy against Singa¬ 
pore’s discriminatory action against 
them. 

The Government accused the paper 
of damaging Singapore’s image abroad 
by printing the story. 

The paper then printed another 


story about a Zambian plan to retaliate 
against Britain, if Britain sold arms to 
South Africa. The Zambian delegation 
denied it. 

The paper was accused of trying to 
wreck the Commonwealth conference. 

In sheer frivolity, the newspaper 
described the lower garment of the 
national costume of the Samoan dele¬ 
gates as a ’midi (midi skirt)’. Though 
the goodnatured Samoan delegates only 
laughed at the description, the Singa¬ 
pore Government took it seriously and 
charged the newspaper with showing 
disrespect to visiting dignitaries. 

Action wa.i taken against the Herald 
a week after the conference. Govern¬ 
ment departments cancelled subscrip¬ 
tions to the paper, and forbade their 
staff from bringing the paper into the 
office. Government and quasi-Govem- 
ment organisation! cancelled advertise¬ 
ments to It. It was again denied ac¬ 
cess to official news sources. 

By this time the newspaper had us¬ 
ed up its initial capital, and was seek¬ 
ing fresh financial support. New inves¬ 
tors were not coming forward because 
they knew the paper had fallen foul of 
the Government. Its founding-editor, 
Francis Wong, then decided to resign 
from the newspaper in the hope that 
without him it might have a chance of 
normalising its relations with the 
Government. 

A Hong Kong publisher, a woman 
called Aw Sian, then showed interest 
in the paper, provided it with Singa¬ 
pore $500,000, and promised to obtain 
more finance for it from Australian, 
Filipino, South Korean, US, and Bri¬ 
tish sources. 

The bankers of the paper, the Chase 
Manhattan Bank, then provided it 
with an overdraft of over a million 
Singapore dollars. 

The paper, however, continued even 
under the new editor to keep its 
‘Letters to the Editor' column open to 
views mildly critical of the Govern¬ 
ment policies. According to the 
Foreign Minister, Rajaratnam, it carri¬ 
ed "articles and letters, under cover of 
criticism, to work up agitation over 
our labour laws, over the Internal Se¬ 
curity Act over communist detainees, 
over the permissive society, and so on”. 

Early in May, when the Prime Min¬ 
ister began accusing Singapore news¬ 
papers of being involved in ‘black ope¬ 
rations’ against Singapore, with the 
help of foreign funds, he raised the 
basic question of the finances of the 
Herald. He asked: Why did a Malay¬ 
sian politician provide Singapore $ 1.32 
million for starting a newspaper in 


Singapore, which, he knew, had no 
chance of making money for a few 
years? Why did he register a company 
in Hong Kong under two dummy names 
to channel funds for the publication 
of this paper? Was that really bit 
own money? 

Lee Kuan Yew also asked: Whose 
money was that Singapore $500,000, 
which the Hong Kong publisher. Aw 
Sian, had given to the paper this year 
to keep it going? Why was the Chase 
Manhattan Bank providing the paper 
with a generous overdraft when it had 
no financial backing? Was there a se¬ 
cret guarantor behind the scene? (Lee 
almost hinted that some US source 
had perhaps provided the Bank with 
such a guarantee!) 

The Malaysian High Commissioner 
to Australia, Donald Stephens, himself 
said nothing about why he had given 
money for starting the Herald in 
Singapore. He also did not answer the 
charge that it was not his own money. 

In the middle of May, the Prime 
Minister called the Hong Kong publi¬ 
sher, Aw Sian, and along with his col¬ 
leagues questioned her about the 
source of the funds she had begun to 
provide to the Herald, She maintained 
that the funds were her own, but then 
wrote down .i short statement, on the 
Prime Minister's stationery, stating that 
she would not provide the paper with 
more funds. 

The Prime Minister then called the 
Manager of the Chase Manhattan 
Bank, showed him the statement of 
Aw Sian and asked him why would the 
Bank want to provide the newspaper 
with more credit when it had no 
chance of obtaining fresh finance. The 
Prime Minister then suggested that the 
Bank should, in such circumstances, 
appoint a receiver and recover its cre¬ 
dit by foreclosing the newspaper and 
liquidating its assets. 

The Government then announced 
that the newspaper would be allowed 
to continue only if Singapore finan¬ 
ciers came forward to invest in it and 
if none came forward, it would with¬ 
draw the paper’s printing licence. 

The Bank accepted the Prime Min¬ 
ister’s suggestion and appointed a re¬ 
ceiver to recover its loan. Only one 
local financier came up, perhaps to 
take over the newspaper at a base¬ 
ment bargain price, but the Chase 
Manhattan Bank was not prepared to 
sell at that price. 

So, on May 28, the Government 
cancelled the printing licence of the 
newspaper and drove it out of exis¬ 
tence. 
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REVIEW 


Poorly Conceived, Worse Executed 

Sudhlr Chandra 

KhOafat to Partition : A Survey of Mafor Political Trends among In¬ 
dian Muslims during 1919-1947 by Moin Shakir; Kalamkar Prakashan, 
New Delhi, 1970; pp xxiv + 300: Rs 35. 


MGCH hiKd work has apparently gone 
into the nuking of this book. A vast 
a m ou n t of material has been collected 
and put together for the interested 
leader. No less a scholar than M Ha¬ 
bib bad to read it ‘thrice from cover 
to cover’, fie even endorsed the au¬ 
thor’s claim to have consulted 'all the 
available material relating with the 
sub)e<if’. Yet the plain fact is that this 
is a work based substantially on secon¬ 
dary sources. Contemporary newspa¬ 
pers and periodicals have been only 
qtaringly used, and private papers 
have been totally ignored. 

Poor in conception, the work is poor¬ 
er in execution. Shakir’s flat study 
shows little awareness of the totality of 
personal, historical and sociological 
factors in which any thought Is neces¬ 
sarily embedded. Its compass is sug¬ 
gested by the fact that not even bio- 
graphical sketches of the five ‘thinkers' 
Studied herein ore given. The utmost 
one could find is how Maulana Azad or 
Maudoodi was influenced by his father, 
or Jinnah by Naoroji and Cokhale. 
Even chronology, so essential for per¬ 
spective, is set aside. Thus Maulana 
Mohananed Ali is quoted as saying that 
‘accorduig to my religion and creed, I 
do hold an adulterous and a fallen 
Musalman to be better than Mr Gan¬ 
dhi’. "Hus’, according to the author, 
'shows how Mohammed All’s thinking 
was dominated by his religious creed 
and how little was Gandhi’s influence 
on the religious ideas of Mohammed 
Ali'. In the anxiety to make a point 
which seems to have been formulated 
independently of this quotation, it is 
conveniently forgotten that the state¬ 
ment was made in 1925 — long after 
the fraternisation between the two 
leaders had yielded place to estrange¬ 
ment. The result of this huddling to¬ 
gether of quotations is a descriptive an¬ 
thology tliat is none too descriptive of 
what these five ‘tliinkers’ wrote or said 
and what another fifty persons wrote 
about them. For It is an important part 
of Shakir's technique that he pre¬ 
sents even his concluuons in the form 
of quotations from secondary authori¬ 
ties — with rare exceptions of course. 
Analysis quietly occupies a back seat. 
We are told, for example, that after 


Khilafat had lost its ration d’etre, Azad 
joined the Indian Naticmal Ckmgtess, 
and Mohammed Ali and Iqbal drifted 
towards separatist nationalism. The 
reader ought to be dever enough to 
account for this difference. 

The one independent observation the 
author makes is towards the end of the 
book. ‘Muslim political thought in 
modern India', he says, ‘is mediaeval in 
spirit, though sometimes it appears 
modem in form.’ This may well be 
the theme on which the whole book is 
a commentary. But when it comes to 
analysis the author is up on the should¬ 
ers of Khuda Baksh to argue that this 
mediaevalism of thought resulted from 
tile failure of Muslim thinkers ‘to libe¬ 
rate Islam from the fetters of Authori¬ 
ty, from the Head Hand of Fast ages*. 
But does this really explain anything? 

A plausible explanation can, how¬ 
ever, be attempted. It may be noted 
that there was no definitive distinction 
between the political and socio-religious 
thought of the Indian Muslims. The 
Hindus, whether revivalists or progres 
sive socio-religious reformers, went 
hack to their old traditions even though 
the basic motivation was provided by 
the Western imiwct. This was quite na¬ 
tural besides being tac:tic»lly sound. 
The mass of the people, who had to 
lie reformed and wnth whom the re- 
fonning leaders had to live most of the 
twenty-four hours of their lives, were 
rooted in their traditions. But in mat¬ 
ters of politics no such pull restricted 
the Hindu political leaders’ choice of 
idiom and objectives. The Muslim so¬ 
cio-religious reformers shared the tac¬ 
tical limitations of their Hindu counter¬ 
parts. Unhke his Hindu coeval, how¬ 
ever, the Muslim political leader found 
himself obliged by the peculiar cir¬ 
cumstances of his community to work 
under constraint. The new ideas of 
liberty, equality and fraternity, envi¬ 
sioned within the framework of demo¬ 
cracy, spelt for the Indian Muslims not 
so much new hopes and aspirations as 
new fears and anxiety. The inability, 
barring exa'ptions, to seize upon these 
shibboleths meant that the Quran and 
tlie whole Islamic traditions would 
have to inspire the political ideals that 
the Hindus or the Farsis had assimilat¬ 


ed from the West. 

The failure of the Muslim thinkers 
to move away from mediaevalism in re¬ 
gard to political thought flowed from 
the non-dissociation of politics and re¬ 
ligion for which the position of the 
Muslims as the leading minority com¬ 
munity was responsible. While 
Shakir criticises the intrusion of reli¬ 
gion into politics, he does not rdate it 
with the mediaevalism of Muslim politi¬ 
cal thought. Bather, he laments that 
what ‘Muslim political thought lacked 
was a constructive and bold humanism 
to re-state Islamic social ideas, taking 
rationalism to its logical end and a re¬ 
volutionary interpretation of the 
Quran'. He goes further: ‘These are 
the minimum requirements for indepen¬ 
dent xmlitical thinking. This task will 
call for men of genius and imagina¬ 
tion and a vision of the future.’ 

Whatever merit the book possesses 
as an anthology is badly marred by its 
atrocious production. Quotations appear 
promiscuously without regard to mean¬ 
ing. Here is an illustration, a passage 
that refers to nationalist Muslims: 

Their method was one of drawing¬ 
room meetings and mutual arrange¬ 
ments and pacts and at this game 
their rivals, the communal leaders 
were greater adepts ... the collate 
and the elimination of the nationalist 
Muslims as a factor responsible for 
this story. 

Can any man tell what the above re¬ 
production means? Confusion Is worse 
confounded by the absolute freedom 
with which inverted commas are in¬ 
serted or not inserted irrespective of 
where quotations begin and end. There 
are references in the notes but not in 
the text, and, at least once, vice versa. 
A more egregious jungle of disordered 
references and misprints is not easy to 
conjure. 


Books Received 

Almond, Gabriel A and James S Cole¬ 
man (ed): The FoliWcs of the Deve¬ 
loping Areas; Princeton University 
Press, 1970; pp xii + 593; Rs 22. 

Gold, Joseph: The Stand-By Arrange¬ 
ments of the International Monetary 
Fund — A Commentary on Their 
Formal, Legal and Financial Aspects; 
IMF, 1971; pp xii + 295: $ 4. 

Katz, Daniel and Robert L Kahn: The 
Social Psychology of Organisations; 
Wiley Eastern, New Delhi, 1970; pp 
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Marketing and Economic Research Bu¬ 
reau : Economic Import of Computers 
in India — A Survey; MERB, 1871; 
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REVIEW ARTICLE 


The American Science of Indian Politics 

An Essay in Sociology of Knowledge 

T V Satyamurthy 

State Politics ia India edited by Myron Weiner; Princeton University Press, Princeton, 1968; pp 520. 
West Bengal and the FederalUing ftocess in India by Marcus } Franda; Princeton University Press, 
Princeton, 1968; pp 257. 


OF all the ‘developing’ or ‘new’ natiom 
of the world, IndU attracts the largest 
number of American academics in the 
field of political science research. This 
is not simply a result of India’s enor¬ 
mity although size is a contributory 
factor. The major reasons for the glut 
of American political science scholar¬ 
ship on the Indian scene are psycholo¬ 
gical. American political scientists, not 
unlike the Indian elite whom they 
study (this rather than ‘Indian politics' 
is their main preoccupation although 
they claim Interest in the larger field), 
ore rigidly conservative in their outlook 
with a monochromatic perception of 
what politics is all about. Most'of them 
disguise their mental and emotional ab¬ 
sorption in Ameqican policy towards, 
and interest in India (’to keep her from 
going red', ‘to help her preserve her 
image as the world’s largest if not the 
best or the most affluent democracy’) 
with the all too tran.sparcnt veil of value 
freedom, objectivity, scientific and me¬ 
thodologically sensitive inquiry, and of 
coorie quantitative sophistication. The 
more influential among them (eg, My¬ 
ron Weiner, the wlitor of one of the 
books under review) are frequently 
consulted by the Department of State. 
Need one add what kind of persons 
Wa-shington would turn to for political 
advice? The less influential among them, 
usually the disciples of the former, as¬ 
pire to follow in the footsteps of their 
powerful ma.sters along the corridors of 
influence in policy-making. Nowadays 
one hears of splinter groups of radical 
Ameriran scholars of the social science 
disciplines who form their own nuclei 
away from the mainstream of the 
(American) Association of Asian Stu¬ 
dies; but these are for the most part, 
economists, philosophers, anthroiJolo- 
gists and sociologists and seldom poli¬ 
tical scientists. 

American political scientists love 
electoral politics; they adore natioMl 
leaders — preferably of the charisma¬ 
tic variety, especially if they are amen¬ 
able to being interviewed and taped 


— who can effectively run their gov¬ 
ernments on the basis of a policy re¬ 
presented by a skilful mixture of coali¬ 
tion-making, bargaining, negotiation, 
popular appeal and a perpetuation of 
the status quo resting on a programme 
which is presented in increasingly ra¬ 
dical terms at successive elections (never 
mind the ‘credibility gap’l) In other 
words, they are fascinated by the nor¬ 
mal American political virtues wherever 
they are able to spot them on the sur¬ 
face of the earth. India has been able 
to keep revolution at bay, the military 
l)chind the barracks except for occa¬ 
sional flood relief and election security 
(fortunately lor the political leaders the 
Indian military officers, to date, true to 
the traditions of Sandhiust, would 
blush in embarrassment if anything as 
improper as a suggestion of a political 
nature were to be made to them), and 
the teeming millions of her people in a 
blessed condition of semi-starved fatal¬ 
ism — one must add, not by deliberate 
design, but by a combination of the 
utmost goodwill and a dogged faith in 
the capacity of institutions iniieritcd 
from the colonial mother country to 
help her muddle, tlirough from crisis to 
crisis without upsetting the equilibrium. 

No wonder then that the sight of 
eager American seekers of political 
scientific knowledge of India is not 
unfamiliar to the average Indian city- 
(Iwellcr (or, for that matter, some of the 
rural folk who happen to live in the 
areas caught in samples recommended 
by value-free computers in American 
universities!). I cannot think of any 
subculture of American provenance in 
India more numerous or more persis¬ 
tent than the political scientist (of all 
descriptions), with perhaps the single 
cxceptkjn of the hippies. Tim- above 
description of American political sci¬ 
ence will no doubt be vigorously op- 
pond by its practitioners.* No farther 
evidence is needed than any b&liogra- 
phy of a fwrly decent size made up 
from American university publishing 
houses during the last two decades to 


demonstrate that the picture drawn 
here falls short of being a caricature 
because it is a reflection of the true 
state of the discipline. So much by 
way of a general statement about the 
American scholar interested in Indian 
politics. 

PtunuMACK TO Amkhca 

What about the Indians? The Indian 
side of the relationship should be view¬ 
ed from two different an^es — Aat of 
the politicians (or the subjects of study) 
and that of the Indian political scien¬ 
tists. Indian politicians (except Hindu 
fanatic leaders and committed revolu¬ 
tionaries), including a sizeable band of 
the Leftist ideological spectrum, are 
dazzled by the United States diOugh 
they realise that it would be imprudent 
to admit in public their devotion to a 
foreign country. The fervour with 
which many of them entertain the Idea 
of visiting the US is only equalled by 
that with which their ooceston a^roa- 
clied their pilgrimages; most of them 
would like their children to receive at 
least a part of their higher edocaticn at 
an (or rather any) American university or 
college; and, almost all of diem would 
like to accumulate (as much for display 
as for use) articles imported from Ame¬ 
rica (preferably brought over to India 
personally by friends or relatives after 
dodging the customs authorities). 'They 
are even nmre attacdied (in this respect 
the senior civil servants and diplomata 
are not only more sophisticatod but 
also more devoted than the politicians) 

• One of the reviewers of Weiner’s 
Ijook (not the one reviewed here) 
was forthright enough to raise a num¬ 
ber of questions of fundamental im¬ 
portance, and in so doing, to lubj^ 
it to savage but thorou^ly taCined 
criticism. Weiner’s reply to it, pub¬ 
lished along with the review speaks 
for itself. 1 have seldom sesVMidl 
academic pettiness and a (lefiihfn 
refusal to see the basic pdlnfa be¬ 
hind criticism. See Jtmrma tif Honh 
monivealth PolMcat Studies, Vol VU, 
No 2, 1969, pp 168-170. 
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SIEMENS 


Turning cartwheels to keep 
lignite on the move? 

Or is yours 
another problem? 





When Siemens came on the scene at Neyveli, the 
first-open cast lignite mine in the country, we 
started the wheels of progress moving. Discarding 
traditional methods like drilling, blasting, using drag - 
lines, shovels and dumpers, we installed India's 
first bucket wheel excavator. A giant revolving 
robot, it unearths 18 million tonnes of overburden 
and lignite every year, slicing 198 metres above 
and 48 metres below the level of the ground. 

The challenge lay in selecting the right types of 
drives to keep the wheel turning, designing motor 
controls to keep the conveyor system moving 
smoothly, and devising elaborate safety precautions 
for the electrical system. And Siemens with that 
unique combination of experience and knowledge 
were perfectly cast for the role I 

Whether it's mining, sugar, textiles, steel or cement, 
a Siemens projects division engineer is thoroughly 
conversant with the technology, processes and 
machinery of the industry he handles. 

And he is backed by a chain of specialists. Siemens 
research in Germany helps us design sophisticated 
products to meet the needs of the future. Our 
manufacturing plants in India give us products 
tailored to indigenous requirements. 

Our erection department translates into reality the 
plans conceived by the project engineers, 
dovetailing with the plant's over-all installation 
and commissioning schedules. 

Siemens are at home in modern industry—with 
electricals that form an integral part of its 
tec.hnology...electricals that are the pulse beat 
of'the project. 



Giant Excavator driven by Siemens 66Q kW motor. 


Siemens India Ltd. 

Head Office: 

134A Dr. Annie Besent Road. 
Bombay 18 WB. 


Then talk it over with Siemens 
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to the value system (freedom of trade, 
unlimited competition, survival of the 
Attest, institutionalised solutions to pro¬ 
blems, etc) underlying what they per¬ 
ceive as the great material success of 
the US. And beneath this bedazde- 
ment with what the US offers their 
senses they feel comforted (the iwliti- 
cians more than the civil servants of 
.senior ranks) by the thought that they 
themselves are the repositories of a 
great spiritual tradition — often ani¬ 
mated by the further speculation that 
a system combining the spiritual per¬ 
fection of India and the material per¬ 
fection of America would not only be 
ideal but also was within their reach. 

In the choice of institutions, their 
experience of the British system deter¬ 
mines the initial step; but the subs<'- 
quent steps are conditioned by the 'de¬ 
monstration effect' of the American 
system. The ecological imperatives — 
a numerous and iroor populace living 
mostly in rural parts, still a long way 
from universal literacy let alone edu¬ 
cation, yoked to a tradition which stres- 
•ses social inequality more genuinely 
and effectively than these leaders em¬ 
phasise constitutional equality—would, 
of course, indicate that rapid social 
(rhange would be precluded by an ex¬ 
cessive devotion to institutional fads 
and that revolutionary approaches to 
the solution of political problems will 
manifest themselves sooner or later in 
different parts of the country. But these 
signals are as irrelevant to them as they 
might be inconvenient. Furthermore, 
they repose undying faith in the capa¬ 
city of the Indian masses to be so ex- 
citerl by the misdeeds of Pakistan and 
China as to forget diversionary revolu¬ 
tions or revolutionary diversions of 
Indian origin; and, in their own ability 
to incite the masses in such directions. 
Some of these cushions of psychologi¬ 
cal comfort are being removed from 
under their seats with Bangla Desh 
attempting to become an independent 
state with friendly overtures to India 
(to the extent of broadcasting verses 
from the Bhagavad Gita and allowing 
a Ramayana production to be relayed), 
and the Indian masses taking a keen 
part in the elections (especially the re¬ 
cent mid-term Lok Sabha elections of 
1971) with impredictable results. 

But the Indian political system as ;t 
was devised at independence is a Jug¬ 
gernaut and old diehards can survive 
setbacks in the hope of retrieving losr 
ground. By and large, it is based on 
the prknacy of those who constitute the 
political elite and the relative periphe- 
rality of the people, the masses, the 


majority. This elite, not unnaturally, 
welcomes American political scientists 
— in all sorts of disguises — with open 
arms. At the drop of an American hat 
interviews are gladly granted. An Ame¬ 
rican scholar of medium stature (or 
even status) is assured of easy, frequent 
and practically unlimited access to a 
high level Indian politician or admi¬ 
nistrator; and an American scholar of 
any level of attainment or status is as¬ 
sured of access to any Indian occupy¬ 
ing a fairly high level on the totem 
pole. To some degree this is a racial 
preoccupation (sec, for instance, the 
writings of Naipaul, Moraes, Nirad 
Chaudhuri and a recent speech deli¬ 
vered in Delhi by Han Suyin on urban 
based Indians in this regard) — any¬ 
thing white goes; but generally speak¬ 
ing it is much deeper and more enthu¬ 
siastic and committed than a mere re¬ 
cognition of superiority of skin colour. 
No wonder then that visiting Ameri¬ 
can scholars always feel assured of a 
field day in India; and in the name ol 
collection of information for value froi' 
analysis and furthering free inquiry the 
American scholar and the Indian politi¬ 
cian nourish each other's prejudices 
and preconceptions about the nature of 
politics. 

Easy Access 

'Tire Indian scholar is caught between 
the affluent American scholar on the 
one hand and on the other the hierar¬ 
chy-conscious Indian politician and ad¬ 
ministrator. Well established and uni¬ 
versally recognised canons of conduct 
strictly govern the apportionment of 
respect, access and general priority to 
different categories of people. Accord¬ 
ing to these, any American (including 
an undergraduate but excluding per¬ 
haps the most extreme and disagree¬ 
able examples of sartorial inelegance 
such as the hippies) is automatically en¬ 
titled to a greater degree of access to 
Indian politicians than even relatively 
highly placed Indian scholars. In the 
social hierarchy prevailing in India, 
Indian academics (especially social 
scientists) occupy a fairly low place. It 
is so unlikely that a cabinet minister 
or even a member of parliament of 
.some importance (who would easily 
find time fur an hour's chat with an 
American journeyman scholar) would 
grant an interview to an Indian scholar 
engaged in research, that the latter 
would rarely even toy with the idea of 
.Seeking one. Besides, the Indian scho¬ 
lar belongs to a miserable species which 
bases its raison etetre on a professional 
and intellectual emulation of its West¬ 


ern counterparts — especially the Axne- 
rican. This means that he suffers from 
the double disadvantage of not being 
able to generate an approach and fa¬ 
shion tools of his own, and always 
being inferior to the American scholar 
whose speed and resources are beyond 
his capacity. Ignored and despised by 
his own compatriots in positions of 
political and administrative authority and 
patronised by his American colleagues, 
he cannot really hope to come into his 
own. No wonder then that post-War 
India cannot point to more than a 
handful of competent political scientists 
— who are generally educated in the 
West but have subsequently become so 
<lisillusioned with their training that 
they have felt the compelling need to 
set for themselves new terms of refer¬ 
ence and new methods of study, by a 
process which recalls to mind the 
phra.s»i ‘thought r<--moulding’. 

Politics are about people. The Ame¬ 
ricans define, those in terms of political 
ri'levancr’, and by the criteria used in 
American political science to determine 
this condition, well over 50 per cent of 
the American population would qualify; 
but the same criteria when applied to 
Indian conditions leave well over 80 per 
rent of the population out of all account 
and restrict political relevance to a 
small section of the populace which, by 
objective criteria of judgment, would 
probably be much less important than 
.some sections completely omitted from 
the analysis. This precisely is the car¬ 
dinal defect of the American political 
science of India (and to a lesser degree 
the Third World as a whole) — its 
psephology. its studies of political par¬ 
ties, political socialisation, etc — and 
it is a defect for which there exists no 
remedy except a root-and-branch one. 
Both books under review are severely 
subject to the limitations inherent in 
the approach described above. 

Weiner's book deals with the politi¬ 
cal processes in Uttar Pradesh (by Paul 
Brass), Madhya Pradesh (Wayne Wil¬ 
cox), Maharashtra (Ram Joshi), Jammu 
and Kashmir (R Puri), West Bengal 
(M F Franda), Rajasthan (L L Shra¬ 
der), Andhra Pradesh (H Gray) and the 
Punjab (B R Nayar). The chapters 
dealing with the eight States (out of a 
total of 17) are prec'eded by a grand 
sweep summary by the editor. Of the 
contributors, five (including of course 
the editor) are Americans, three are of 
Indian origin (of whom, Nayar, was 
trained in research at the University of 
Chicago) and one (H Gray) is an English¬ 
man. There is a distinct difference in 
quality, depth, timbre and .sensitivlly 
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between the various contributions de¬ 
pending on the background of the au¬ 
thors. The Americans’ essays are ste¬ 
reotyped encapsulations of extremely 
complex political processes into facile 
formulae generated by an application 
of quantitative techniques of a spurious 
character (e g, the chapter on UP). All 
the cliches relating to Indian social 
structure (caste, religion etc) and all the 
pat jargon of American political science 
(the demon ol ‘political stratification’ 
rears it.s ugly head often in this vol¬ 
ume) are brought together in common 
focus on a thin slice of political reality 
represented by that which is suppo.scd- 
ly politically relevant. None of them 
stray away from the beaten path of 
assuming that politics = government = 
party = the Congress except to make 
ritual concessions to the activities of 
the Rightist and Leftist oppositions (of 
course, within the institutionalised par¬ 
ty .structure). The word ‘Naxalbari’ or 
‘Naxalite’ docs not even occur in a foot¬ 
note throughout the book, and the term 
"Shiva .Sena" finds but a single men¬ 
tion. What kind of book is this? Of 
what use can it Ire in understanding 
the political procesx — the process by 
which more and more people are being 
drawn into the vortex of dsn.xmic poli¬ 
tical activity. 

Meaninc.i-Es.s Data 

A good deal of painstaking collec¬ 
tion of aggregate data — most of which 
are of scarcely any relevance to serious 
observations that could he made about 
Indian politics — has gone into the pre- 
l>aration of tables in the overall survey 
by Weiner, tables containing demogra¬ 
phic data, showing ‘political participa¬ 
tion (what does it mean anyway?), 
newspaper circulation, etc. The entire 
essay is devoted to the identification of 
elites and the markers by which those 
who move into the hallowed sphere for 
the first time could be distinguished; 
and to defining the criteria of political 
stability, another sacred cow of Ameri¬ 
can political science jargon. One reads 
this essay in vain to look for indicators 
of the shape of things to come in po¬ 
litics (in other words, indicators of 
change) which after all forms part of 
one’s legitimate expectation of a politi¬ 
cal scientLst. For instance, the fact 
tliat the Akali Dal is now (less than two 
years since tlu; book appeared) in po¬ 
wer in the Punjab cannot be deduced 
from what is said about the movement 
m the book (e g, p 51). 1 have one 

other complaint — on aesthetic grounds 
— why are essays written in such a te¬ 


dious and boring fashion? Of the Ame¬ 
rican essays, the one on UP (Brass), 
despite its rather ostentatious use of 
quantitative methods, is the most infor¬ 
mative within the terms of reference 
set by its author. 

The essays on Maharashtra and 
Jammu and Kashmir are sensitive to 
history and this represents a distinct ad- 
ance over Uie other essays in the book. 
I do not share the view that simply hy 
virtue of being a native of a particular 
place one can write a good account of 
it; I would vehemently oppose the 
view that a non-native cannot write ihe 
l>e.st account of a given place. But read¬ 
ing the.se two essays 1 am of the im- 
pres.sion that, other things being equal, 
it is a distinct advantage to be a dis¬ 
cerning native. Both essays read very 
well though they suffer from the im¬ 
portant limitations to which the gene¬ 
ral approach of the book is prone. 
Nayar's essay on the Punjab woukl 
have benefited from a more narrative 
approach and a greater use of material 
relating to social classes and niral poli¬ 
tics readily available. Hugh Gray’s 
essay on AndhrsC Pradesh is the most 
turgid and pedestrian one in the entile 
volume. It reads like an article in the 
Journal of Local Government Oeerspov, 
.ind contains little more than a blow by 
blow acoiint of the Congress Party in 
Andhra Pradesh and its recent histors', 
and a mechanical account of the .State 
political adinini.strativc structures. On 
the whole Weiner has put together a 
disappointing volume. 

Weiner is fascinated, among other 
things, by Indian federalism (1 do not 
know why — though, of course, he 
summarises the constitutional and ad¬ 
ministrative aspects of this phenome¬ 
non. I for one can think of few topics 
in Indian politics which excite less in¬ 
terest in me than this for the precise 
lea.son that it is a dead end subject in 
which there are few intelligent ques¬ 
tions to ask and no interesting answers 
to find). Franda devotes an entire book 
to a study of this phenomenon from the 
perspective of the relations between the 
West Bengal and Central Governments 
during the period 1947-64. He chooses 
three cases — the delimitation of Ben¬ 
gal boundaries within the Indian Union 
(excluding Berubari) subsequent to In¬ 
dependence, the case of the Damodar 
Valley Project or DVC (by far the 
most interesting of the three) and land 
reform legislation. He comes to the 
nut altogetlier startling conclusion tliat 
in llseory the Central Government has 


practically unlimited constitutional 
rights to regulate its relations wlfh a 
State, but in practice the Central Gov¬ 
ernment has always opted in favour of 
mutually agreed solutions, often refus¬ 
ing to impose its will even when called 
upon to do .so. The last two chapters in 
which the author attempts to pull to¬ 
gether his findings against a wider 
background of Inter-State comparison 
are really very weak (especially the 
comparison between Madhya Prade.sh 
and West Bengal) and insubstantial. 

Were, I to have doubted my convic¬ 
tion that the subject of Centre-State 
relations in India within the institu¬ 
tional framework obtaining under pre¬ 
sent day conditions (I am convinced 
that Central-State relations are impor¬ 
tant — but at an entirely different level 
of perception about politics, i e, at the 
level which reflects subtle changes in the 
actual political process and its dynamic, 
irrespective of whether it is or is not re¬ 
flected in the existing institutions) be¬ 
fore reading this lx)ok, my doubts 
would have been set at rest aftenvards. 
But ,1 word of praise and a complaint 
before 1 close. It is a well researched 
book — especially chapters 2-5. The 
use of abbreviations leaves much to be 
(le.sired (CWC would be less ambiguous 
and more proper than WC for the Con¬ 
gress Working Committee; WBLSRC 
and LRSC are Interchangeably used 
and could cause confusion in minds not 
wishing to .specialise in Bengal politics). 
A major defect of the book is its lack 
of perception of the 'winds of change’, 
considering that its author was in Ben¬ 
gal during the most exciting period In 
its post-Independcnc<! history when the 
strong Communist Party of India (CPI), 
especially powerful in West Bengal, 
split into three divisions — the CPI, 
the CPI (Marxist) and the CPI (Marx- 
ist-Lenini.st) — a split which has ad¬ 
vanced rather than retarded the politi¬ 
cal fortunes of the Left as a whole. 

One last word. Such books as these 
which are very influential in the uni¬ 
versities of America and to a smaller 
degree elsewhere in d>o West, and 
which are often accepted as authorita¬ 
tive in Indian universities should he 
thoroughly analysed and critically ex¬ 
amined. 1 believe this task can Ire 
.achieved only by looking at the pheno¬ 
menon of American political science of 
India as a subject in the Held of socio¬ 
logy of knowledge, calling for an expla¬ 
nation, in particular, of the .symbiotic 
relationship between the American 
scholar and the Indian politician. 
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Occupational Values and Business 

Baldcv R Sharma 

While cultural goals and institutionalised norms are the two acknowledged basic elements in any 
social system, they do not seem sufficient to explain the choice of a particular profession by any group in 
a society. 

Intro-occupational comparisons between two societies suggest that particular occupations 
attract people who have similar values, and that the choice of occupation is determined more by those 
vcdues than by the reputed characteristics of the culture of a society. 

A comparative study of business students in the US and in India indicates that cultural images of the 
two countries are simply inadequate to explain the choice of occupation by the students, and that the 
two groups do share a definite view of life and a certain preference of values. 

[The author gratefully acknowledges the assistance of his research associate. Mined Sharma, 
in the pnrepnration of this paper.] 


THIS is a study of the occupational va¬ 
lues of business students hi India and 
in the United States. Social science 
literature makes it increasingly clear 
that the understanding of human be¬ 
haviour requires a sound knowledge of 
the respective systems of values cha¬ 
racteristic of the respective cultures. 
Cultural goals and institutionalised 
norms are the two elements basic to all 
social and cultural systems. The former 
consist of culturally defined objectives, 
purposes, and interests, which shape 
the hopes, dreams, and aspirations of 
people. In short, cultural goals are the 
things worth striving for. The institu¬ 
tionalised norms define, regulate, and 
control the acceptable modes of reach¬ 
ing out for the cultural goals. Though 
the cultural goals and institutionalised 
norms operate jointly to shape prevail¬ 
ing practices, they do not bear a con¬ 
stant relationship to one another. So¬ 
cieties differ in their emphasis on goals 
and means; the cultural emphasis on 
certain goals may vary independently 
of the emphasis upon iustitutionalised 
means. 

How widely cultures differ in their 
value systems can be seen by compar¬ 
ing the systems of two societies, say, 
India and the United States. It is con¬ 
sidered part of the American value 
system for young men to aspire to mo¬ 
netary success. Observers of the Ame¬ 
rican scene have noticed the great em¬ 
phasis on certain success-goals without 
corresponding emphasis on the insti¬ 
tution^ means to achieve those goals. 
Money is said to have become a sym¬ 
bol of prestige, and the values of the 
businessman dominate and permeate 
national life. During the depression of 
the 1930s, however, the counter-ideo¬ 
logy of security liecame prominent. 


Success-orientation and emphasis on 
security are said to dominate and colour 
Ameriam life today. Parsons has called 
such a value system “instrumental ac¬ 
tivism” in which the society, or a part 
thereof, is not an end in itself but mav 
be used as an histniment for attaining 
nr pioducing desired things. 

In contrast, the Indian society is said 
to involve almost the ‘glorification of 
death’ as that for which life is really 
lived. Whereas the Americans, as 
Margaret Cormack says, emphasise in¬ 
dividual success achieved through am¬ 
bition, initiative, courage, and rights, 
the Indian society highly values social 
harmony, emphasising co-operation, 
compromise, sacrifice, and duties. How¬ 
ever, India is changing, and so are its 
value sy.stems. The ‘individual-self’ is 
beginning to appear in the Indian so¬ 
ciety; social harmony, acceptance, and 
security-dependence are going out, and 
social progress, personal anxiety, and 
insecurity-independence are commg in. 

Occupational Choice 

Whenever a person makes a selection 
from among a number of alternatives, 
it is likely that some value has a bear¬ 
ing on the decision. An occupational 
choice is not itself a value, but it is 
made on the basis of values. In this 
study I shall discuss, among other 
things, the role of such values in oc¬ 
cupational choice. Just as people dif¬ 
fer from one another in value orienta¬ 
tions, so also occupations differ in the 
opportunitiy they afford to people to 
satisfy their values. Usually, students 
have an occupational image, a discern¬ 
ible idea of tlic distinctive demands and 
rewards characteristic of each occupa¬ 
tion. In selecting tht-ir careers, there¬ 
fore, they tend to pick a field of work 
that, as they see it, provides rewards 


and makes demands that are congru¬ 
ent with their own set of values. This 
means that there is sort of selective re¬ 
cruitment. If students choose occupa¬ 
tions they feel are compatible with 
their values, it follows that each occu¬ 
pation will tend to attract individuals 
with distinctive values. 

By and large, there are three major 
approaches to the study of ‘values 
that work is expected to satisfy’. First, 
values are conceived as instrumental —- 
having to do with money, status, pres¬ 
tige, and security. Secondly, values 
are viewed as goals — having to do 
with self-expression. And, finally, va¬ 
lues arc treated as mter})ersonal — 
having to do with people. It is sug¬ 
gested by some that those choosing the 
world of business tend to emphasise the 
instrumental values (i e, extrinsic 
rewards), since businessmen have 
a better chance of earning money 
than do, say, teachers. Similarly, those 
who emphasise interpersonal values arc 
said to turn to occupations like social 
work where one expects opportunities to 
satisfy those needs. Thus, when a 
person is looking for a career, his va¬ 
lues play an important part, if not in 
determining the choice, at least in de¬ 
lineating the range of occupations that 
are to be chosen from. It is because 
of this that there is a tendency’ for peo¬ 
ple in a particular occupation to have 
certain value-orientations in common. 

In a society where every man has. 
by and large, equal opportunity to cbmb 
to the top of the economic ladder, one 
might expect the family background to 
play a relatively minor role in deter¬ 
mining a person’s occupational dioice. 
But evidence suggests that such condi¬ 
tions rarely prevail anywhere. The so¬ 
cio-economic background of the person 
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Table 1 : QuEsnoN: How Important 
Is It to You to Get Ahead in Life 7 


(percentage distribution of responses) 




India 

USA 

Total 

(a) 

Not at all 
important 





/not very 
important 

3.3 

3.3 

3.3 

(b) 

Fairly im¬ 
portant 

25.0 

35.3 

29.7 

(C) 

Very im¬ 
portant 

71.7 

61.4 

67.0 


Total : 

100.0 

100.0 

100.0 


Number 
of cases ; 

(180) 

(153) 

(333) 

X* 

4.241 d f >== 2 (not significant) 

Table! ; Question ; 

If You 

Had 

Your Choice. 

Which of the Follow- 

INO 

Would You Most 

Like to Be 7 


(percentage distribution responses) 



India 

USA 

Total 

(a) 

Successful 

45.8 

43.8 

44.9 

(b) 

Well liked 

30 2 

36 6 

33.1 

(c) 

Indepen¬ 

dent 

24 0 

19.6 

22.0 


Total : 

100.0 

100.0 

100.0 


Number 
of cases ; 

(179) 

(153) 

(332) 


X * == 1.84 d f = 2 (not significant) 
is an important tlcterminant of his oc¬ 
cupational level as well as of his aspi¬ 
rations. Since the possibility of earn¬ 
ing a good deal of money varies from 
occupation to occupation, it is natural 
to assume that students from higher 

economic backgrounds would tend to 
select careers that are known to be lu¬ 
crative, Business and the independent 
professions arc the most likely fields to 
be chosen by persons who seek to make 
a good deal of money. The more pros¬ 
perous one’s family background, the 
more likely one would be to choose 
such an occuption. 

Each society is characterised by 
value systems distinct from those of 
other societies. Within each society, 
there are sub-cultural differencs's in the 
value-orientations of people. An oc¬ 
cupation is one such sub-culture. Each 
occupation is characterised by .social 
values and attitudes peculiar to itself. 
Through the process of socialisation, 
including anticipatory socialisation, in¬ 
dividuals begin to acquire and incor¬ 
porate the distinctive values of various 
occupations even before they enter the 
job market. It is with this phase of so¬ 
cialisation that the pre.scnt study is 
concerned. I propose to study the oc¬ 
cupational values of students of busi¬ 
ness administration in the two cultures; 


India and the United States. Specifi¬ 
cally, I would like to seek answers to 
the following questions; 

(1) What are the characteristic va¬ 
lues and attitudes of students of 
business administration? 

(2) How do the Indian business 
students compare with the busi¬ 
ness students in the United States 
in their values and attitudes? 

(3) Are there any cultural univer- 
sals in the sphere of occupa¬ 
tional values? 

(4) What is the relative importance 
of occupation vis-a-vis culture 
in shaping the occupational va¬ 
lues of future managers? 

Methodology 

In 1961-62, I studied a group of 
.American college students at Cleve¬ 
land, Ohio, as part of my Master's 
thesis research for Oberlin College. 
The .study was an attempt to measure 
the attitudes and values of students 
majoring in business administration and 
engineering at two educational institu¬ 
tions. The main objective of that re¬ 
search was to find out how the values 
and attitudes of students of business 
administration compared with those of 
their counterparts in engineering. The 
re.scarch was inspired by the (Ikirncll 
Value Study which had been conduct¬ 
ed in the early 1950s. The .sample foi 
my 1961-62 study included 153 bu¬ 
siness administration and 77 engineer¬ 
ing students. Data were collected by 
mailed questionnaires. Most of the 
students were undergraduates from all 
four years of college, but there were 
some, post-graduate students as well. 

Seven years later, in 1968-89, 1 de¬ 
cided to conduct similar research in 
India. The aim, this time, was to study 
a group of Indian business administr,i- 
tion students and to compare tliem 
with their American counterparts. 
Whereas the focus of the earlier study 
had been inter-occupational differences 
hi values within a single soclo-cultural 
setting, 1 was now interested in examin¬ 
ing the impact of the socio-cultural en¬ 
vironment on attitudes and values. To 
hold occupational differences constant, 
I decided to take only the 153 business 
administration students from the Ame¬ 
rican sample and to compare them 
with the sample of Indian stud“nts. 
The 1968-69 study was conducted at 
the Indian Institute of Management, 
Ahmedahad, where on identical ques¬ 
tionnaire was administered to all the 
post-graduate students. In both cases, 
the questionnaires were completed by 
students in complete privacy, ie, with¬ 
out the researcher's presence on the 
scene. The rate of returns of the com¬ 
pleted questionnaires was 78 per cent In 


the United States and 83 per cent in 
India. 

The two samples of students selected 
for this study were identical in many 
ways. In both cases the students were 
in their early twenties, although the 
Indian students were slightly older 
than their American counterparts. A 
large majority of the students were 
men. The Indian students had com¬ 
paratively more education becaiMe 
they had already completed four years 
of college and were now undergoing 
a two-year post-graduate programme in 
business administration. Most of the 
students in each sample came from 
large urban centres, belonged to upper 
or upper-middle class families and 
their fathers held white-collar jobs. 
The educational as well as occupational 
status of the Indian fathers was slight¬ 
ly higher than that of the American 
fathers. One can only hope that these 
and other differences do not seriously 
affect the findings of the present 
study. 

Occupational Goals 

Writers of the American scene have 
invariably referred to the emphasis 
placed in their society upon success in 
life. Men there arc encouraged to 
strive for success, which usually means 
money. Cynics have branded this urge 
success-mania, rat-racc, materialism, 
etc. In contrast to this dynamic imago. 
India is thought to be a stable society, 
tied to her past, and much less anxious 
to move ahead. These two pictures of 
the United States and India are, of 
course, exaggerated, and represent, at 
best, only ideal types. Let us examint; 
wliether the two societies do in fact 
differ in their empha.sis on success as a 
goal. Let us also examine whether the 
preferences of the two students groups 
for the different means to achieve their 
goals are similar or different. 

I asked each student how important 
it was for him to get ahead in life. 
Table 1 gives the distribution of res¬ 
ponses by the two student groups. 
The major conclusion from the data in 
Table 1 is that the Indian and the 
American students do not differ radic¬ 
ally in their emphasis on success. A 
very small proportion (3 per cent) in 
each sample considered getting ahead 
to be either not very, or not at all, im¬ 
portant The remaining 97 per cent of 
lespondents in each sample considered 
success to lie either “fairly” or “very 
iiniiortant”. The Indians surpassed the 
■Americans by a margin of 10 per cent, 
but this difference is not statistically 
significant. 

Another question, every student was 
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usked was, “If you had your choice, 
which of the follovviuR would you most 
like to he?” The alternatives given 
were: (1) successful. (2) well-liked, and 
(a) independent. Tabic 2 shows that 
among the three alternatives, becoming 
“successful” was tlie most important 
goal, folloVved by being “well liked” 
and “independent” in that order. 
Again, there is no significant difference 
between the two student samples in 
their emphasis on success. In fact, tla- 
same is also true of the other two goals 
indicating that the likeness between 
the Tttdian and the American samples 
is so great that it transcends the socio- 
milhiral differences existing between 
their two .societies. 

.Among the students of business ad¬ 
ministration studied, there was no signi¬ 
ficant difference lictween the two socie¬ 
ties in their emphasis on getting ahead 
in life. It is hard to say that the cultures 
of the two societies arc so similar as to 
produce identical patterns of re.sponscs 
among their student.s Rather, their 
identical responses seem to be the re¬ 
sult of their common occupation.al 
identities. Both groups of students are 
preparing themselves for professional 
careers in business management, a field 
well known for competition, ambition, 
<lrive, and phenomen.rl rises and falls 
In every society, ther<>for<-, the field of 
business management attracts only a 
certain type of person who has the per¬ 
sonal attributes conducive to success 
in business. Indirectly, an occupation 
st“cms to select its members, and this 
fact might explain why the Indian and 
the American students studied were so 
similar in their emphasis on success. 

Choice of Mean.s 

Even though the two groups of stu¬ 
dents placed identical emphasis on get¬ 
ting ahead in life, they did not agree 
on the means to achieve that end. It 
is said that success in business may 
sometimes require compromises with 
what one believes as a citizen; that 
personal ethics and the demands of the 
organisational role may not alw.iys be 
congruent. Every student was asked 
whether he agreed with the statement, 
"In order to get ahead in life these 
days, you can’t afford to be too squea¬ 
mish about the means you use”. Table 
.shows the distribution of responses 
of the two groups of students. A much 
larger proportion of Indian students 
agreed with the statement compared to 
the American students. Conversely, the 
proportion of those disagreeing with 
the statement was much higher among 
the American students than among the 


Indians. The differences between the 
two samples are statistically significant. 
Compared with their American counter¬ 
parts, the Indian students are less like¬ 
ly to be bothered by scruples in pur- 
.suance of the success goal. 

Another question asked the students 
to react to the statement: “In order to 
be successful in life, you have to be 
able to make people do what you 
want”. Once again, a higher propoi- 
tion of Indian than American students 
agreed with the view that “you have 
to make people do what you want." 
As T.ible 4 shows, the degree ol 
aggressiveness .seems to be higher 
among Indian laisiness students tlian 
among the American ones. The Ame¬ 
rican students were divided equally 
between agreement and disagiocmcnt 
with the statement, whereas there were 
twice as many Indian students who 
agreed as those who disagreed. 

The final question in this section 
was about the degree of confidence and 
optimism of the two groups of student', 
in their occupational futures. Tliey 
were asked to list all the occupational 
objectives they had in mind at the 
time of entering their present comse 
of study. Next they were asked. 
“Now that you have had some training 
in your chosen profession, how many 
of these, requiresuents do you think are 
likely to be satisfied in your case?". 
The responses to this question are pr<'- 
.s<*nted in Table 5, which show.s that 
the two gioups of students differ signi¬ 
ficantly in the degree of their confi¬ 
dence, and that the American students 
are more confident than the Indian 
ones. This is hardly surprising, since, 
a developed economy such as the 
United States has far more job opport- 
imities and an environment far more 
supportive of the needs of the indivi¬ 
dual than a ileveloping .society like 
India. Yet, almost two-thirds of the 
Indian students (as against three-fourths 
of American students) hoped that 
"most” of their occupational goals weie 
likely to be satisfied. 

Even though the Indian and the 
American students of business manage¬ 
ment do not differ from each other 
regarding their emphasis on success as 
an occup.rtional goal, their similarity 
ends there. The two groups differ in 
their choice of means to reach their 
goal. While the. empha.sis so far had 
been limited to the success-goal, let us 
examine a broader canvass in terms of 
both ends and means of occupational 
activity on the part of the two student- 
groups. 

Each student was given a list of 10 


TABLg 3 : “In Order to Get Ahead 
IN Life These Days, You Can’t Afford 
TO BE Too Squeamish about the Means 
You Use” 


(percentage distribution of responses) 



India 

USA 

Total 

(a) Strongly 
agrec/ag- 
ree 

45.8 

26.8 

37.0 

(b) Undecided 

16.9 

Ml 

14.2 

(c) Disagree 
/strongly 
disagree 

37.4 

62.1 

48.8 

Total 

100 1 

100.0 

100.0 

Number 
of cases 

(179) 

(153) 

(332) 

X*-20.189 df 

-2P<o.oot^; 

=^0.349 

Table 4 : “In Order to Be Successful 
IN Life, You Have to be Able to 
Make People Do What You Want” 

(percentage distribution of responses) 


India 

USA 

Total 

(a) Strongly 
agree/ag¬ 
ree 

58.7 

41.8 

50.9 

(b) Undecided 

11.2 

14.4 

12.7 

(c) Disagree/ 
strongly 
disagree 

30.2 

43.8 

36.4 

Total 

100 1 

100.0 

100.0 

Number 
of cases 

(179) 

(153) 

(332) 

X*-9.460 df- 2PC0.0I5 

=0.242 


occupational goals and was asked to 
check the ones he had hoped to satisfy 
before entering the present field of stu¬ 
dies — i e, business .administration. The 
students were allowed to check as 
many of the given alternatives as they 
liked. The re.sults of this query are 
liresentetl in Table fl. 

Table 6 highlights a number of 
things. First, that money and security 
wore mentioned chosen by almost two- 
thirds of students in each sample as 
the two most important goals. Second¬ 
ly, the two groups differed slightly in 
their relative emphasis on money and 
security, the Indian students pre¬ 
ferred money over security while 
the Americans opted for security 
before money. Thirdly, the two 
groups were similar in their emphasis 
on the following goals: opportunity 

to use .spi'cial abilities and talents 
(Rank .3), social status and prestige 
(Rank 4). advenbirous experience 
(Rank 7); and freedom from supervi¬ 
sion (Rank 9). Fourthly, there was a 
difference of only one point between 
the ranks accorded by the two groups 
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to opportunity for leaderships; both 
groups seemed to consider this value 
of average importance. Fifthly, the 
two goals involving other human be¬ 
ings received somewhat different em¬ 
phases from the two groups of students 
— the Americans being slightly more 
people-oriented than the Indians. 
Finally, the item with the greatest 
difference (ranked sixth by Indians and 
tenth by Americans) was opportunity 
to be creative and original. Perhaps 
this difference reflects the high degree 
of routinisation of the managerial func¬ 
tion, especially at lower levels, in Ame¬ 
rica; on the other hand, in India such 
roles are of more recent origin and, 
there! ore, offer greater scope for crea¬ 
tivity and originality. 

Despite certain differences in the 
rankings by the two groups of stu¬ 
dents, there is a strung overall agree¬ 
ment between them. For example, 
the occupational objectives of the 
Indian and the American students of 
business arc highly identical. Since 
similarity t)etween the two cultures 
cannot be assumed, the similarity be¬ 
tween the occupational roles of the 
two groups of students must have 
something to do with the findings. 

In other words, like other occupa¬ 
tions, business management attracts 
only a certain type of people who tend 
to share a set of values that are con¬ 
gruent with th(! demands of their oc¬ 
cupational role. In every culture it is 
possible to find individuals with vary¬ 
ing .sets of values. If the hypothesis 
that an occupation selects its members 
is accepted, it is not difficult to under¬ 
stand why business students in India 
and the United States are so close to 
one another in tenns of their occupa¬ 
tional values. 

Apart from the similarities and dis¬ 
similarities discussed .so far, there is 
another interesting fact worth noting. 
The profession of busine.ss manage¬ 
ment seems to de-emphasise people- 
oriented values among its members. In 
both groups, these values were ranked 
at the lower end of the value hierar¬ 
chy. In fact, the Indian students gave 
the value of being helpful to others 
the lowest rank, while the Americans, 
too. ranked it as one of the last thre<> 
goals. Similarly, oppoitunity to work 
with jieople was given the eighth rank 
by the Indians and the fifth by the 
Americans. Against this, students in 
both groups placed an overwhelming 
emphasis on such goals as great deal 
of money and stable and secure future. 
The picture of the typical buslnes.s 
student which emerges from the data 


is that of a self-centred man who be¬ 
lieves in the philosophy of every-man- 
unto-himself. What might come as a 
surprise to many is the relatively low 
emphasis placed on leadership. In both 
groups the students considered it only 
oi moderate importance to want to 
••xercise leadership through a business 
career. 

So much for the ends of occupational 
activity. The choice of means lo 
achieve those ends are examined next. 
The Indian students are reported to 
be gtmerally inclined to be less scrupu¬ 
lous in pursuing their occupational 
goals than are their- counterparts in 
America. Also, the Indians are more 
willing to "make people do what you 
want" than are the Americans. In an¬ 
other question, each student was asked 
to indicate the qualities that get a 
young man ahead in the field of busi¬ 
ness management. The respondents 
wttre given a list of 18 qualities and 
allowed to check as many out of them 
as they considered essential. The re¬ 
sults of this inquiry are presented in 
Table 7. 

De.spite the relatively long list of IS 
alternatives, and the sharp contrast be¬ 
tween the two socio-cultural systems, 
there is still a high degree of agree¬ 
ment between the rankings by the. two 
groups of students. This agreement 
could not result from an accumulation 
of random errors. That is to say, 
there is .somethmg basically similar 
about the two samples under study 
which is responsible for the identical 
responses. This common denominator, 
as already suggested, is the aflSliation 
of the two student groups to the same 
occupation, business management. The 
two groups of students studied, share 
a common occupational culture, which 
in some ways seems to transcend the 
differences in their national cultures. 

The foregoing evidence suggests that 
the occupational culture of business 
management places a relatively high 
emphasis on such goals as making a 
lot of money and ensuring a stable 
and secure future. As long as these 
overriding needs are met, the members 
of this profession are perhaps willing 
to let go a number of other things like 
creativity and originality, adventurous 
experiences, being helpful to other 
people, and so on. In fact, they are 
willing to forgo ev«i personal autono¬ 
my. ‘To be free from supervision" is 
one of the last things that members 
of the profession of business manage¬ 
ment are concerned about. 

What do young men and womeu 
studying bu.siness administration consi- 


Tablb 5 : QuesnoN : How Many 

OF Your Occufahonal Ooau Do 
Y ou Think Ars Lu^y to m Satb- 
TIED 7 


(percentage distribution of responses) 



India 

USA 

Total 

(a) Most of 

them 

65.4 

77.6 

70.9 

(b) Some/very 
few/none 
of them 

34.6 

22.4 

29.1 

Total 

100.0 

100.0 

100.0 

Number 

of cases 

(179) 

(147) 

(326) 


X* = 5.806df= 1 PCO.02c-0.207 


del as the secret of success in busi¬ 
ness ? Intelligence is. of course, a pre¬ 
requisite; but even more important 
than that is the ability to express one¬ 
self. Both groups of students believe 
that, more than anything else, they 
have to talk their way to success In 
business. Communication, therefore, 
is viewed as the major secret of suc¬ 
cess. It is interesting to note that 
practical knowledge of facts, devotion 
to work, and even leadership ability 
arc of only moderate importance. If, 
on the other hand, a person has the 
ability to convince and persuade 
people, he is sure to succeed in busi¬ 
ness. Such factors as luck, well-groom¬ 
ed appearance, or social poise, are con¬ 
sidered of little importance. Even less 
important are good grounding in basic 
theory, knowledge of special technique, 
or access to capital. 

Although the Indian and the Ameri¬ 
can students of business generally agree 
on both the ends and the means of 
their occupational activities, there are 
some differences. Critics have often 
blamed the Americans for their wor¬ 
ship of Mammon. I have heard many 
Indian students in the United States 
decrying the materialism of Americans 
and playing up the Indian tradition of 
spirituality. The data in Table 6 show 
that, among the various alternatives, a 
chance to earn a good deal of money 
is regarded as one of the two most im¬ 
portant objectives by both Indians as 
well as Americans. In fact, the pro¬ 
portion of those considering this goal as 
imix>rtant is much higher among tire 
Indian students (72.8 per cent) than 
among their American counterparts 
(64.7 per cent). There is another im¬ 
portant difference between the two 
groups concerning the relative imp<Ht- 
ance given to money and security. 
Contrary to popular belief, the Indian 
students consider money more impor¬ 
tant than security, while the Ameri- 
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Tasls 6: Occupahonal Goau that Influencbdthe Indun and American Students 
D i Choosino Business AoMiNisnuTioN as a Career 

Occupational Goal India USA 

(N=180) CN-=153) 


N Per Rank N 

Per Rank 

Cent 

Cent 


I) 

Chance to earn a good deal of money 

131 

72.8 

1 

99 

64.7 

2 

2) 

Stable and secure future 

119 

66.1 

2 

105 

68.6 

1 

3) 

To use qiecial abilities/talents 

US 

63.9 

3 

87 

56.9 

3 

4) 

Social status and prestige 

112 

62.2 

4 

77 

50.3 

4 

5) 

To exercise ieadeiwip 

91 

50.6 

5 

50 

32.7 

6 

6) 

To be cieafive and original 

69 

38.3 

6 

34 

22.2 

10 

7) 

For adventurous experience 

64 

35.6 

7 

47 

30.7 

7 


Opportunity to work with neople 

42 

23.3 

8 

72 

47.1 

5 

9) 

To be free of supervision 

35 

19.4 

9 

37 

24.2 

9 

10) 

To be helpfkil to others 

29 

16.1 

10 

40 

26.1 

8 


Spearman Rank-Order Correlation Co-efficient (r,) ■= 0 806, P <0.001 


can students prefer security to money. 

The fact that the Indian students 
emphasise money ovei security may he 
explained not so much by the national 
culture as by the structure of the In¬ 
dian job market. The accelerated eco¬ 
nomic development of the coimtry, 
and the fact that formal training in 
imsiness management has only just be¬ 
gun m India, have kept the demand 
for professional managers iiuitc high 
and well in excess ot supply. Indian 
students are confident they will be 
needed and they arc concerned not 
with the stability or security in theii 
occupational lives, but «'ith its mone¬ 
tary gains. Certain of the «-ake, they 
arc, in fact, looking for the icing! This 
pattern of behaviour can be explained 
entirely by economic rationality and 
has very little to do with Indian cul¬ 
ture. The Indian job market for the 
professionally competent business man¬ 
ager is even more favourable than in 
the United States where fonnal busi¬ 
ness education is neither new nor 
scarce. American business vlministra- 
tion students have to worry about 
keeping their jobs in the teeth of keen 
competition, and this may be why they 
wdrry more about stability and secuii- 

fy- 

The two samples differ insofar as the 
choice of means is c»necmed. The ma¬ 
jor difference is over the importance of 
(1) ability to convince and persuade 
people and (2) hard work and effort. 
Of the American students, 72 per cent 
rank hard work and effort next only to 
the all-important ability to express 
yourself, as regards the means to suc¬ 
cess in business. The Indians rank hard 
work and effort eleventh on the list. 
The same is true, though in reverse, of 
ability to convince and persuade peo¬ 
ple. Indian students consider this 
quality the third most important among 
the list of 18 alternatives, while the 


Americans give it the eleventh place. 
While cultur.ij explanations for these 
differenc<-s .sound plausible, tliey aic 
not really necessary as neither sample 
IS completely representative of its res¬ 
pective country. 

The high emphasis on hard work by 
the American students indicates the 
competitive nature of the job market 
as well a.s the competition within an 
American business organisation. The 
Indian managers, on the other hand, 
are less sensitive to the need for haid 
work and effoit. The Indian students' 
emphasis on the ability to convince 
and persuade people may spring from 
the "case method” of teaching to 
which they are exposed at present, 
'fhe case method, borrowed from the 
Harvard Business School, emphasises 
th<' importance of group discussions 
and te.un work. The American schools 
included in the sample did not teach 


through the case method. If a sample 
from, say, the Harvard Business 
School had lieen used, the difference 
lietween the Indian and the American 
samples might well have been reduced. 
The crucial point, however, is this: 
differences or similarities betwea-n bu¬ 
siness students of the two societies do 
not necessarily arise from their respec¬ 
tive national cultures. Occupational 
affiliation is a far more important deter¬ 
minant. 

Conclusion 

In summary, the two groups of stu¬ 
dents are highly identical in their oc- 
(upational goals. They, however, dtffci 
significantly in their choice of means 
toi achieving those goals. A compari¬ 
son of the values of the two groups in 
two diverse cultures has revealed seve¬ 
ral iacts that are contrary to popular 
belief. This shows how faulty and 
misleading popular notions can be, 
and also points to the need for more 
such studies. Conclusive generalisa¬ 
tions and reliable predictions must 
wait till such time as we have more 
empirical evidimce of the kind pre¬ 
sented here. The fact that the two 
groups of business students, far remov¬ 
ed from each other in time and space, 
emphasise almost identical occupational 
values shows that differences in the 
socio-cultural environment in which the 
students arc brought up do not signi- 
luantly modify what they seek from 
their chosen career. Rather, they seem 
to get socialised into the occupational 
sub-culture and imbibe the norms, va¬ 
lues, and attitudes, pertaining to that 
sub-culture. 


Table 7; Qualities that Get a Youno Person Ahead in Business Manaoement 


India USA 

(N»180) (N«-153) 


Quality 

N 

Per 1 
Cent 

Rank 

N 

Per Rank 
Cent 

1) 

Ability to express yourself 

143 

79.4 

1 

120 

78.4 

1 

2) 

Intelligence 

135 

75.0 

2 

109 

71.2 

3 

3) 

Ability to conviar« and persuade people 

126 

70.0 

3 

78 

51.0 

11.5 

4) 

Organising and administrative ability 

122 

67.8 

4 

95 

62.1 

5 

5) 

Understanding of other people 

121 

67.2 

5.5 

90 

58.8 

7 

6) 

Leadership ability 

121 

67.2 

5.5 

82 

53.6 

10 

7) 

Devotion to work 

111 

61.7 

7 

83 

54.2 

9 

8) 

Ability to get people to like you 

107 

59.4 

8 

89 

58.2 

8 

9) 

Practical knowledge of facts 

105 

58.3 

9 

101 

66.0 

4 

10) 

Knowing influential people 

93 

51.7 

10 

53 

34.6 

14 

11) 

Lots of hard work and effort 

88 

48.9 

11 

110 

71.9 

2 

12) 

Pleasing, well-groomed appearance 

81 

45.0 

12 

92 

60.1 

6 

13) 

Luck 

74 

41.0 

13 

28 

18.3 

17 

14) 

Special talent or aptitude 

63 

35.0 

14 

50 

32.7 

15 

15) 

Having good social poise 

62 

34.4 

15 

60. 

39.2 

13 

16) 

Good ^bunding in basic theory 

51 

28.3 

16 

78 

51.0 

11.5 

17) 

Knowledge of special techniques 

39 

21.7 

17 

46 

30.1 

16 

18) 

Having capital or access to it 

27 

15.0 

18 

20 

13.1 

18 


Spearman Rank-Order CorrelatioR Co-efficient (fj) = 0.689, P <0.001 
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Over 60% of India’s 
children suffer from protein 
malnutrition. These are not 
just hungry children we’re 
talking about. Here’s a 
generation that may be 
growing up both physically 
and mentally retarded. 


Why? 


Protein is the element in food 
that builds both body and 
mind If children between 
6 months and 5 years do not 
get enough protein they 
become physically stunted 
Worse, their mental 
development may be affected. 

And protein later on cannot 
repair this damage. 

It lasts a lifetime 

What it forebodes 

'Economic ills—Adults below par, 
prone to illness, mean low 
productivity, wasted manhours. 

•Population problems— 
Malnutrition is the cause of 
more infant deaths than all 
other causes put together. 

High infant mortality 
encourages larger families. 

•Social unrest—For 
millions of Indians 4||| 

caught in the vicious 
cycle of poverty and 
poor performance— 
often caused by 
malnutrition— 

violence seems the MM 

only answer. 


Help. 

Malnutrition is a hidden 
famine...and so more 
dangerous. We must fight 
it on all fironts. 

DEVELOPMENT 
PLANNERS must recognise 
that nutrition is an 
important pre-requisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
—low-cost nutritious foods 
are urgently needed. 

GOVERNMENT. BOTH CEN¬ 
TRAL AND LOCAL, must 
•initiate developmental 
research 

•rationalise distribution 
of scarce protein foods 
•encourage the food industry 
with rational laws and 
licensing policies 
•organise mass-scale relief 
programmes 
•extend fortification of 
basic foods 

•use mass communication 
for nutrition education 


UNTAS.rrA«.i4o 
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The rank order in which different 
occupational values arc emphasised by 
business students is consistent with 
that found by earlier studies in the 
• United States. This shows that a per¬ 
son’s values play an important part, if 
not in determining his choice of a 
career, at least in delimiting the alter¬ 
natives that are open to him. Occupa¬ 
tional values, as used here, are not 
thought of as a fixed trait. Therefore, 
one may raise the question: Why can¬ 
not a person pick a profession irres¬ 
pective of his occupational values and 
then adjust his values to the demands 
of the profession he has chosen? 

In my opinion this is difficult but by 
no means impossible to do. What arc 
the chances of a person whose values 
do not conform to the demands o! the. 
career he chooses being successtul in 


that career? In the first place, such 
a person may not lie aware of the de¬ 
mands made by the occupation he 
chooses. When, therefore, he learns 
that tho.se demands arc not congruent 
with his valiK's, ho may cither drop 
out of the training institution or else 
face an inner i-onflict and lack of satis- 
lactiun in his subsequent career. Alter¬ 
natively, such a person may modify his 
values to bring them into accord with 
the demands of his oct'upation, which 
i.s, at best, a difficult process. 

Despite many limitations, the find¬ 
ings of this study have several hioarl 
implications. I have suggested that, by 
and large, national cultures play u mar¬ 
ginal role in the evolution ot oeeiipa- 
tjonal values. This view contradicts 
stereotyped notions ol vast cultiiial 
diffeiences in tin's respect. Further, a 


knowledge of occupational values, it is 
hoped, can enable us to select the 
“light" man for the iiianagenal role. 
The institutions training students for 
the managerial piofessioii should be 
paiticularly interested in studies of the 
pre.sent kind. My fiiKling.s reveal that 
the Indian student is highly seU-een- 
tri'd and is likely to show little con¬ 
cern for others. A social conscious¬ 
ness, which is an important aspect of 
the managerial rule, is typically lacking 
among the Indian students. Are we 
admitting students who are socially 
eonseiuiis, rather than status-seeking, 
and who are aware of the significance 
of hard woik? And if we are not, 
which seems to lie the case, it is doubt- 
iul whether our future managers will 
be able to meet the many challenges 
facing the society. 


North-East Frontier Agency Tribes 

Impact of Ahom and British Policy 

P N Luthra 


The Norlh-hast Frontier Agency is inhabitej by about twenty tribes, each distinct in its language and 
culture. The rulers of the Assam plains have adopted varying policies towards these peoples. A metho¬ 
dical record of the frontier tribes is available only after the advent of Ahom rule in Assam in the thir¬ 
teenth century. 

The Ahoms who were constantly faced with threats from two flanks--Muslim rulers in the west and 
Shans and Barmans in the east —were eager to establish friendly relations with the tribes. They managed 
to do this by introducing, along with other measures, the posa system, which allowed the hill peoples a 
share of the produce of the fertile plains. For about six hundred years the Ahoms largely succeeded in 
maintaining cordial relations with the tribes through policies of great tact and diplomacy. 

When the British occupied Assam in 1826, they, unlike the Ahoms, proceeded to establish a degree 
of political and administrative dominion over the tribes. This was initially effected by punitive expeditions 
and later through the establishment of amenities like annual trade fairs. For a short period before World 
War One, the British became wary of Chinese encroachments into the tribal areas and set up several 
police posts. They did not, however, interfere in the internal life of the tribes, but they did take the 
initial steps in linking the frontier peoples with the rest of India. 


THE North-East Frontier Agency, as 
It is known today, is a mountainous 
territory, some 32,000 square miles in 
area. It lies in the shape of a scythe 
to the north and east of the Brahma¬ 
putra valley. Herein live some 20 
tribes, each with a distinct ethnic, 
linguistic and cultural individuality. Tfie 
major tribes arc, from west to east, the 
Monpas, Akas, Dallas, Apatanis. Adis 
and Tagins. In the north-east and cast 
of the territory, which sweeps round 
the head of the valley, there live Idus, 
Taraons, Kamans, Khamptis, Singphos, 
Tangsas, Noctes and Wanchos. Each 
tribe is divided into numerous clans 


which are generally exogamous. The 
number of clans dividing a tribal group 
can be appreciated from the fact that 
among the Idus who number about 
10,000, there are about 450 clans. 

A habitation so .severely divided into 
small groups had never formed a single 
political unit. From time immemorial, 
not only the tribes but even the clans 
and, in certain cases, the villages have 
led a sepa ale existence. Various fac- 
toi.i have driven these tribes, clans and 
villages into isolation. In the case of 
the Noctes and the Wancjios, for whom 
head-hunting had religious connota¬ 
tions, villages of the same tribe were 


naturally constantly at war with each 
other. Among the Idus, clans matu- 
ally fought for economic gams. The 
situation was the same among the sub- 
tribal groups of Padams, Minyongs, 
Gallongs and Pasis of the Adi tribe. 
Among the Akas, there existed a sem¬ 
blance of tribal entity in that at the 
head of the tribe there was an elective 
Chief or Raja who, with his council, 
governed the village communities of 
the tribe. 

'I'lic area ol the North-Ea.>.t Frontier 
Agency was thus inhabited by a mis¬ 
cellany of tribes, independent of each 
other, varying in language and culture, 
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without any common bonds, living 
under the shadow of mutual fear and 
hostility. Dense forests, deep ravines 
and wide water gaps separated the 
clans and sub-tribes of these people 
from one another. These tribes were 
liven with acute competition and rivalry 
when in 1228 Sukapha entered Assam 
through Pangsau, the eastern gate 
of the Patkoi hills. The history of the 
frontier tribes and their migration into 
what is now known as the North-East 
Frontier Agency, has yet to be written 
in precise terms. However, claims to 
ancience can be judged from the fact 
that at least one of the tribes, called 
the Idus, have it that Rukmini, the con¬ 
sort of Lord Krishna, belonged among 
them. Rukmini according to Idus, was 
carried away by Lord Krishna, which 
infuriated them and led to conflict 
between the two. The Idus admit that 
they came off worse and, to symbolise 
the humiliation of their defeat, they 
decided to partly cut off their hair. This 
earned them the name ‘Chulikata’, a 
descriptive term whose origin was only 
recently unveiled when Bhishmaknagar 
fort was unearthed 18 miles from Roing 
in Lohit District. As to the authenti¬ 
city of the legend, mythologists and 
historians will, no doubt, have a good 
deal to say. 

Adveni- of Ahom Ruijs 

Any continuous or methodical record 
of the frontier tribes only began from 
the 13th century with the advent of 
Abom rule in Assam. The first con¬ 
frontation of the Ahoms with the 
frontier tribes took place in 1228, on 
the slopes of the Patkoi hills, when the 
Tangsas, Noctes and Wanchos of 
Tirap District offered opposition to the 
advance of the Shan conqueror. 
Sukapha, the founder of the Ahom 
dynasty in Assam, overpowered these 
tribes and adopted the most barbaric 
and cruel extremes to demonstrate his 
superiority over them. Records nar¬ 
rate how some of the tribals were cut 
to pieces, or boiled, and how the flesh 
of a younger brother was forced down 
the throat of the cider brother. 
Happily, however, such inhuman 
treatment on the part of Sukapha did 
not constitute the Ahom policy towards 
the tribal people. On the whole, the 
Akhoms displayed tact, diplomacy, 
and statesmanship, of a high order in 
formulating a modus vivendi with the 
tribes. The Ahoms were more con¬ 
cerned with carving out a kingdom for 
themselves out of the rich plains of 
the Brahmaputra valley. Their main 
political aim was to consolidate their 


hold over the plains ‘of Lakfaimpur in 
the east up to what was then the Kam- 
nip kingdom in the west. This was in 
itself a major operation for it meant 
overcoming the resistance of a large 
number of kingdoms and principalities 
of Kacharis, Chetias, Saikias, Morans, 
Borahis, and so on. historical 

operation continued for some 450 years 
and it was not until the close of the 
17th century that the Ahoms became 
the masters of the valley extending up- 
to Manas in the west. 

The policy of the Ahoms was 
influenced by a number of factors. 
Being foreigners in the land, they had 
to tread the ground with circumspec¬ 
tion. To achieve a stable rule, they 
had to identify themselves socially and 
culturally with the people. They faced 
threats on all flanks. Mughals in the 
west, who had their eyes on Assam and 
indeed made efforts to annex it with 
force. In the east, they wwe appre¬ 
hensive of a Shan or Burman offensive, 
in their wake, to wrest their newly-won 
kingdom. In the north and south of 
the valley, there lived a conglomera¬ 
tion of tribes who asserted their wild 
and rugged freedom by launching attacks 
on the plains whenever opportunity 
offered itself. Thus while concentrating 
on the main object of conquering the 
valley, the Ahoms were eager to esta¬ 
blish friendly relations with the tribes 
so that their resources were not dis¬ 
sipated in guerilla warfare in the hilly 
terrain of the tribal people. They saw 
special advantage in forging friendly 
terms with the Tangsas, Noctes, and 
Wanchos, who could not only warn the 
Ahoms of any invasion from across 
Burma but could also help to oppose it. 

The Ahoms were shrewd enough to 
realise the importance of conciliating 
the tribal people. In order to achieve 
It, they introduced the poso system for 
the Akas, Dallas and Mins on the 
northern frontier. This was both a 
clever and a humane measure. The 
Ahoms realised that the hill people 
raided the plains to seize goods which 
did not exist in the hills or were avail¬ 
able in only small quantities. The posa 
system, therefore, permitted the hill 
people to obtain a share of the produce 
of the fertile lands of the Duar areas. 
In the case of Nagas, the Ahoms 
adopted the system of Naga-Khats, 
whereby revenue-free lands and fishing 
waters along with Pikes were granted 
to the Noctes, Wanchos and other Naga 
tribes on the borders of the Lakhimpur 
and Sibsagar Districts. The Naga- 
Khats were managed for the Nagas by 
Assamese agents, called Naga-Khatias, 


who were posted by the Ahom govern¬ 
ment. 

The Ahoms knew that the Mishmis 
in Lohit District carried on large-scale 
trade of their hill produce with the, 
plains of Assam. The economy of the 
Mishmis depended primarily upon 
such barter. The Ahoms exploited the 
eoonomic need of the Mishmis and 
permitted this trade to continue only 
on the condition that the Mishmis 
recognised the overlordship of the 
Ahoms. 

Matdimonial Aluances 

The Ahoms came to Assam in very 
small numbers — about 9,000 in all. 
As their dominion expanded, they 
were compelled to increase their com¬ 
munity and for this they forged matri¬ 
monial alliances in order to assimilate 
the local people. Those who were thus 
ethnically assimilated enjoyed the same 
privileges as the true Ahoms. High 
ranks were offered to new entrants 
into their community. The Ahoms 
Buranjis record that, during the reign 
of King Protap Singh, the post of 
Borphookan, or Viceroy, of Lower 
Assam was given to a son of Banfera 
Wancho. 

This Ls not to say that the Ahom 
concern to conciliate the tribal people 
displayed any weakness on their part. 
Conciliation was invariably backed by 
show of force when the situation so 
demanded. Hiey undertook punitive 
expeditions against the tribals and 
insisted on the surrender of evil-doers 
who were punished for their misdeeds. 
But the hand of goodwill and friendship 
was pxtoncled soon after the conflict 
whose sole objective was to act as a 
deterrent. 

The Ahoms realised the importance 
of maintaining vigilance over the tribal 
people and, therefore, appointed 
frontier wardens. Thus the Sadiya 
Knowagohain was charged with over¬ 
seeing the tribes in the Sadiya area, 
viz, the Adis, the Miris, and the 
Mishmis. Similarly, the Solal Gohain 
was responsible for looking after any 
threat from the Akas and the Dallas. 
These Gohains were assisted by the 
Duaiias, or the guards of the passes, 
on the frontier between the hills and 
the plains. 

During Ahom rule, the terms ‘Bori* 
and ‘Abori’ came into use, indicating 
the attitude and the policy of the 
Ahoms towards certain tribes. ‘Borl* 
signified those tribes which had sub¬ 
mitted to the political control of the 
Ahoms and who had agreed to abide 
by certain terms and relations, such 
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as poM. So long as these terms were 
hononred, there was no bar to friendly 
intercourse. Indeed, on many occasions 
the Boris joined the Ahom army. A 
.British officer wrote in 1883, “The 
Assamese army appears at this time 
[1660] to have been largely recruited 
from Nagas and Miris and it is evident 
that they were quite able to hold their 
own against the well-trained armies of 
Hindustan”. There were, however, 
numerous occasions when the terms of 
agreement were broken and the Ahoms 
took armed action to push back the 
raiders into the hills. 

On the whole, the Ahom policy 
towards the tribals was successful. It 
achieved reconciliation with certain 
tribes and led to assimilation of certun 
others. The Ahoms profitably used the 
tribes in the ranks of their army. There 
was no occasion when a tribe invoked 
the help of a foreigner against Ahom 
rule. On the other hand, there were 
instances when a tribe Invited the 
intervention of the Ahom government 
in its inter-tribal conflicts. This is 
exemplified by the Banfera Wanchos 
who invited Ahom assistance against 
Banchang Nagas living to their south. 
It is due to their tact, resilience, and 
diplomacy, that the Ahoms were able 
to enjoy sovereignty for some 600 
years in a country which was surround¬ 
ed by ferocious hillmen who delighted 
in depredation and loot. 

The Snake Pillar in the Gauhati 
Museum bears the inscription of a 
treaty arrived at with the Mishmis by 
the Ahoms in 1532: 

“I, Uihingiya Borgohain, do hereby 
declare on the strength of this stone- 
inscription and copper table that the 
Mishmis with their wives and child¬ 
ren will henceforth inhabit the entire 
hills near the Dibang river... Should 
the other neighbouring tribes ever 
invade the Mishmis, mey would be- 
aime slaves of the Mishmis". 

i^e above demonstrates the Ahom 
policy towards the tribes; It meant 
conciliation, non-interference in their 
independent existence, and assistance to 
meet their needs if they were friendly. 

Bkitish Poucy Different 

When the British occupied Assam in 
1826, they inherited the ad hoc rela¬ 
tions which had existed between the 
Ahoms and the hill tribes of NEFA. 
The later years of Ahom rule had been 
enfeebled by internal conflict and 
Burmese invasions. The weakening 
Ahom rule emboldened the hill tribes 
to violate their obligations and to make 
the best use of the prevailing chaos. 
The area which now constitutes the 


eastern part of Tirap District and the 
southern part of Lobit District, being 
on the route of the Burmese invasions 
of 1816, 1819, and 1822, was the most 
afiected. The Singphos and the 
Khamptls were the main tribes deeply 
involved in the lawlessness and turmoil 
of the day. The Singphos joined hands 
with the Moamarias towards the close 
of the 18th century, and they terrorised 
the surrounding tribes of Nagas and 
the Kharaptis. They also frequently 
raided the plains of Assam to capture 
slaves. The Khamptis, on the other 
hand, used this opportunity to con¬ 
solidate their hold on the Tengapani 
basin with a view to developing it into 
an independent state. 

The British policy towards the tribal 
people ran a different course from that 
of the Ahoms. Geo-politically, the 
British were in a far more advantage¬ 
ous position than the Ahoms had been. 
The western flank offered no threat to 
the British, and the eastern flank was 
secured for them by their conquest of 
Burma in 1854. The northern frontier 
with Tibet was dormant, for China had 
not yet become a power. Practically 
throughout the 19th century the British 
sensed danger to India from the Russian 
Czar, however, through the north-west 
mountain pa.sses of Hindukush. The 
British defensive machinery in India 
was, therefore, geared to forestall any 
Russian advance into India from the 
north-west. That Russophobia led to 
rhe three Afghan wars, which cost the 
British so dearly and which left a black 
mark on the history of British rule in 
India. 

The British were determined to esta¬ 
blish peace in Assam and, unlike the 
Ahoms, they intended to extend their 
dominion over the frontier tribes. The 
British came into conflict with the 
Singphos first. Their aim was to con¬ 
tain this tribe within its mountainous 
habitat and, if possible, to push it back 
to its original home in Burma. The 
British also intended to release the 
captives held liy the Singphos and to 
prevent them from taking any more 
slaves. Emancipation of the slaves was 
as much a philanthropic as a political 
objective. The movement against slave 
trade had agitated England since 1789. 
This agitation ended with the passing 
of the anti-slavery Act in England in 
1811 which was further brfstered by 
the Act of 1833. The movement in 
England naturally influenced British 
policy in India. This may be considered 
as the first act of humanism on the 
part of the British government in the 
hills of North-East India. 


Such humanism had a twofold 
advantage — it abolished slavery and 
at the same time did away with the 
primary incentive for the raids of the 
Singphos. The drive against the Sing¬ 
phos led to the sequel of defining the 
political relationship between the 
Singphos and the British. 

The relation with the Khamptis was 
determined by attempts to define it in 
specific terms and by insistence of the 
British on faithful and scrupulous 
observation of mutual obligations. 

Armed conflicts with Singphos and 
Khamptis came to an end in the early 
part of British advance into the eastern 
corner of India. After the annexation 
of Burma in 1854, the importance of 
the Singphos and the Khamptis as 
frontier tribes disappeared. 

Invoi.msmeni wmi Po.sa 

With the Abors, Mishmis, Dallas and 
Akas — the tribes who lived along the 
Tibetan frontier — the British got first 
involved over the issue of posa. In 
this, they accepted the Ahom tradi¬ 
tion, and limited their efforts to codify¬ 
ing and firmly implementing the terms 
of that ancient relation. Thus, in 1844, 
an agreement was signed with the 
Monpas of Towang, whereby the 
Monpas’ claims on the plains were 
bought out by the British government 
by payment of an annual sum of Rs 
5,000. Similarly the peoples of Sher- 
gaon and Rupa were granted a posa of 
Rs 2,526. Likewise, Thembang and 
Rahung were allowed posa of Rs 145,13 
annas and 6 pies. 

In the case of the Akas, the domi¬ 
nant rival of the British was in the 
person of Thagi Raja — a Chief of the 
Kovatsun clan of the Akas. During a 
punitive expedition in 1829 to put a 
stop to the raids of Thagi Raja, the 
British captured him. In 1832 he was 
released but, instead of living peacefully, 
Thagi Raja conducted a massacre of 
Balipara village and of the police out¬ 
post there in 1835. Punitive expedi¬ 
tions were launched against him again 
till his surrender in 1842. An agree¬ 
ment was signed with the Akas by 
which the two clans of this tribe agreed 
to live in peace on payment of Rs 536 
per year to the Kovatsun clan and 
Rs 164 per year to the Kutsun clan. 
The demarcation of the boundary with 
the Akas took place in 1874; but in 
1875, the Kovatsuns rose again and 
claimed the territory up to Bhorali 
river. An expedition was mounted in 
1883 to put an end to Aka intransig¬ 
ence. 

Against the raids of Dafias, the 


1145 



June 5, 1S71 


ECONOMIC AMO KMJTSCAIi WntBUT 



p The exporter’s friend 

i DENABANK 

I can help you 

p to develop and expand 
I your exports. 




L 


Count on OENA BANK to make credit 
available to you promptly for 
export of mill machinery, electrical 
equipment and other capital and 
engineering goods on cash basis or 
deferred payment terms. 

With correspondents at all important 
financial centres, our Foreign Depart¬ 
ment IS fully equipped to handle 
Letters of Credit,Export Bills,Foreign 
Remittances and also to help you 
with market information and advica 
on trade procedures 


DENA BANK 

H««d OfTic* 0«vk«r«n Nanjee Buildtng>» 
17 Homiman Circle Fort Bomboy-I 


RATAN BATRA 


DB/l/lia 


1146 










It&xitouic 3UW kojrncAL 


Britisli introduced a blo^ade, along 
with a military mepedition. In 1910, 
another expedition was launched. The 
net result of the British display of 
power was that the Daflas started to 
come down to the area near the Inner 
Line for permanent resettlement. By 
1922, about 1,000 of them were 
counted as living in the British terri¬ 
tory. The Dafla resistance thus came 
to an end. 

The hill Miris were inoffensive and 
were awarded a posa, A friendly mis¬ 
sion was despatched to their land in 
1911-12. 

The Apatani tribe had offered no 
hostility. Only on one occasion did 
they raid the tea garden of H M Crowe, 
taking away his gun, killing two men, 
and taking three captive. TTiis incident 
was followed up by a punitive expedi¬ 
tion in 1897, when the Apatanis were 
overpowered. Thereafter the Apatanis 
offered no problem to British rule. 

As regards the Padams and Miii- 
yongs, of what was then known as the 
Abor tribe, the British record describes 
the situation as follows: 

"Since our occupation of Assam, 
several operations were undertaken 
against the Padams and _ the Min- 
yongs, but none were strikingly suc¬ 
cessful. The blu.sterecs continued to 
hold an exaggerated opinion of their 
own power and a corresponding con¬ 
tempt of our Administration which 
culminated in the barbarous maspere 
in 1911 of the Assistant Political 
Officer, Williamson, Gregorson, and 
42 followers at Komsing. A military 
expendition .sent in 1912 to exact re¬ 
parations brought home to the Abors 
the power and resources of the Gov¬ 
ernment and since then their country 
has been surveyed and explored and 
a loose iJolitica! control has been 
established over their hills”. 

The Idu tribe had carried out various 
attacks on individuals and villages. 
They were blockaded several times, 
which led to good behaviour on their 
part. 

The Taraons and the Kamans posed 
no major difficulty, because they were 
by disposition quiet and their main 
interest lay in trade with Sadi 3 ra. The 
only incident of note was when Fathers 
M Krick and M Baury, two French 
missionaries, were murdered in 1854 by 
one Kai-i-sha. A punitive expedition 
was launched in 1855, followed by 
Needham’s expedition to Zayul in 
1885. Further expeditions were sent 
in 1911 and 1912 to the Mishmi area' 
under Williamson putting an end to 
any opposition on their part. 

By 1839, the Khamptls had establish¬ 
ed their hold over Sadiya area and their 
Chief had declared himself the Sadiya 


Kbowagohain. He treacherously attack¬ 
ed the British camp at Sadiya In that 
year, killing Colonel White. The 
British immediately struck back with 
an expedition, and, in 1842. by pro¬ 
clamation, Sadiya was incorporated in 
the Province of Assam. 

The above will show that the British 
delivered crushing blows to the hill 
tribes whenever the latter violated 
peace. In this respect the British follow¬ 
ed a much firmer policy than the 
Ahoms had done. The punitive ex¬ 
peditions of the British went much 
deeper into the hills of tribes in order 
to bring the lawless to book. The 
police operations conducted by the 
British were thus decisive in liquidat¬ 
ing tribal arrogance or any sense of 
martial superiority on their part. Mili¬ 
tary expeditions and promenades were 
a regular feature of British rule, and 
these succeeded in producing an 
impact of British power and prowess 
on the tribes. 

Rstabushment of Annuai, Faihs 

Side by side with punitive expedi¬ 
tions, the British introduced a system 
of commercial intercourse, by establish¬ 
ing annual fairs along the foothills 
where the tribes which behaved well 
could come down for trade and benefit 
from peaceful commerce with the 
plains people. These fairs exerted a 
steady but deep influence on the tribal 
mind. Thus Darranga, Udalgiri, north 
Lakhimpur, Sadiya, and Margherita, 
developed into trade marts. The tribal 
people, through transactions at these 
fairs, came to appreciate the value of 
money and were lured to these marts 
by urges of profit. In time, these 
organised fairs became vital for main¬ 
taining the life of the tribal people in 
the hills. The British introduced a new 
punishment for the uncompromising 
tribes, by forbidding them to take part 
at these fairs whenever they violated 
peace. This proved a very effective 
punishment, and many rebellious 
villages submitted when kept away 
from the trading centres. Thus, the 
Dibang or Mizamghat column, mounted 
in 1911 to punish the Mishmis of the 
Sissiri valley, was given the powers "to 
inform the people that all prohibition 
against visiting Sadiya and trading will 
be withdrawn as long as orders are 
obeyed". 

Unlike the Ahoms, the British had 
the political aim of extending their 
dominion over the tribal people. Where¬ 
as they were not in any hurry to 
actually administer Uie tribal areas, they 


Junes, 1971 

were quite clear that the tribal people 
should consider themselves British 
subjects. There were also certain com¬ 
pulsions flowing from geo-political con¬ 
siderations. Towards the close of the 
19th century, rumours were afloat that 
Russia was entering the chessboard of 
power politics in Central Asia. News 
was circulating at the time that Russia 
had come to an agreement with China 
to oppose any British influence in Tibet. 
This posed a theat to the security of 
British India. 

The British were, therefore, anxious 
to demarcate a suitable boundary 
between India and China. In mounting 
the expedition in 1912, to exact repara¬ 
tions for the murder of Williamson, one 
of the primary objectives laid down 
was “to carry out such survey and ex¬ 
ploration as may be possible in order 
to obtain the knowledge requisite for 
the determination of a suitable boun¬ 
dary between India and China in this 
locality as to which at present we 
know practically nothing. Recent events 
on the frontier of Burma have shown 
an urgent necessity of coming to an 
understanding with China about our 
mutual frontier, of preventing Chinese 
intrigue within our limits, and of keep¬ 
ing her as far as possible removed from 
the present administrative area. We 
accordingly proposed to depute a staff 
of Survey Officers with the punitive 
force’'. 

The concern of the British about any 
possible extension of Chinese influence 
in the tribal area was so marked in 1912 
that the despatch of a punitive expedi¬ 
tion to avenge the murder of William¬ 
son was supplemented with a friendly 
mission from Bomjur through the 
Mishmi country. The British records 
say that they saw "no reason to anti¬ 
cipate opposition on the part of the 
Mishmis whose headmen, indeed, on 
the occasion of Mr WilUamson’s recent 
journey to Wallong asked that they 
should be recognised as British sub¬ 
jects”. The British records go on to 
say that the idea of sending the friend¬ 
ly Mishmi mission was a step “specially 
desirable by the advance of China to 
Rima". Thus political considerations 
loomed large in the determination of 
British policy towards the frontier 
tribes. India was precious beyond mea¬ 
sure to the British, and they were not 
taking chances against any Chinese 
advance into the frontier tribes. This 
political consideration was reason en¬ 
ough for the British to extend their 
dominion over the frontier tribes. The 
punitive expedition thus came to serve 
a double purpose: first, to effect the 
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surrender of the chief instigators and 
perpetrators of the Williamson mas¬ 
sacre, and secondly, to check any ad¬ 
vance on the part of the Chinese across 
the frontier between India and Tibet. 
The head of the expedition was, there¬ 
fore, charged with the following terms 
of reference: 

"If during the course of the expe¬ 
dition Chinese oflicials or troops are 
met, endeavour should be made to 
maintain amicublv relations. II, how¬ 
ever, such officials or troops be met 
within the territory of tribes on this 
side of recognised Tibetan-Chinese 
limit, they should be invited to 
withdraw into recognised “'be'- 
China limits and, if necessary, should 
be compelled to do so.” 

The expedition was also asked “to 
submit a proposal for a suitable fron¬ 
tier line between India and Tibet”. 

British policy on the North-East 
Frontier was thus not limited to how the 
tribes should be treated. This, indeed, 
was only a part of the much bigger 
and more vital consideration, viz, the 
security of British India and the policy 
and steps necessary to stem any expan¬ 
sion of Chinese influence over the 
frontier tribes to the detriment of India 
as a whole. 

A Son Ain. E BuFFEn 
The British looked upon the tribal 
territory as a suitable buffer; and 
significantly, there was no urgency on 
their part to extend the actual adminis¬ 
tration over the frontier tribes so long 
as Tibet was a dormant neighbour. But 
in 1911, news had reached them that 
“the Chine.se Government have approv¬ 
ed of the despatch of a force down the 
Dibang river towards the Abor coun¬ 
try”. Again, there were reports that “a 
party of Chinese appeared in the Aka 
country close to the administrative 
frontier of Assam”. There was even 
further news to say that "the Chinese 
officials at Rima have .sent summons 
to the Mlshmi tribal headmen to ap¬ 
pear before them with a view to the 
annexation of the Mishmi country”. 

These reports caused much concern 
to the British Government in India, 
leading to the formulation of a policy 
to determine the frontier line across 
the tribal territory as would best pre¬ 
serve the British interest in Assam. The 
British realised that on the administra¬ 
tive border of Assam, there existed 
some of the wealthiest districts where 
large sums of private European capital 
had been invested and where the Euro¬ 
pean population outnumbered the 
European population of almost any 
other district in India. There was thus 
a strong economic stake in the deter¬ 


mination of British policy towards the 
frontier tribes. 

The Ahom policy towards the tribes, 
on the other hand, had rested content 
with taking such steps as would pre¬ 
vent the tribes from disturbing the 
peace of the valley. The Ahoms went 
to the extent of introducing the posa 
system with a view to providing the 
tribal people with certain articles and 
commodities which were not available 
to them in the hill area. The Ahoms 
did not plan the annexation of tribal 
people nor the extension of Ahom 
administration into the tribal territory. 
The British were firm that the tribes 
should realise “the necessity of observ¬ 
ing properly as subjects of the Queen’'. 
Furthermore the British had a policy of 
extending the administration over the 
tribal people and, for this purpose, the 
necessary administrative machinery was 
fashioned from time to time. It will 
thus be seen that, although in the 
earlier years the Deputy Commissioner 
of Lakhimpur District was given the 
responsibility of looking after the tribal 
area, by 1943 three separate frontier 
tracts, viz, the Balipara Frontier Tract, 
the Sadiya Frontier Tract, and the 
Tirap Frontier Tract, each under a 
Political Officer, were created to deal 
with the extensive and important 
administrative work of the frontier 
tribes. 

In 1914, the famous McMahon line 
treaty came into being. It is difficult 
to say why efforts were not immediate¬ 
ly made to extend the administration 
over the tribal area right up to the 
McMahon line. This may have been 
due to the outbreak of World War I. 
However, there is no evidence of any 
determined plan on the part of the 
British to carry the administration up 
to the McMahon line after the War 
ended in 1919. One of the reasons per¬ 
haps was the enormous cost and ex¬ 
penditure in establishing and feeding 
the administrative centres in the rug¬ 
ged country of the frontier tribes. 
Thus, when considering the necessity 
of a post of Wallong ip 1914, British 
records state: 

“Another important point in con¬ 
nection with the establishment of a 
post at Wallong is that of the im¬ 
mense cost of rationing the post 
from Sadiya would entail”. 

Financial considerations apart, the 
Chinese or Russian menace which had 
appeared in Tibet at the beginning of 
the 20th century was no longer in evi¬ 
dence after World War I. In the years 
after the First World War, the Chinese 
were busy with their internecine war 


while Russia was busy evolving a new 
socialist state. Consequently, though the 
earlier British polity did not change in 
its essential principle, the earlier ur¬ 
gency for administering the tribal ter. 
ritory had somewhat waned. British 
policy towards the tribes was, there¬ 
fore, very much conditioned by the 
bigger events across the tribal territory 
which were of consequence to the 
security of British India as a whole. 

The British were, moreover, eager to 
explore the tribal territory from the geo¬ 
graphical and scientific angles. Thus the 
expedition by Needham of the Lohit 
valley in 1885, to Rima in Zayul Pro¬ 
vince of Tibet, was intended to find 
out whether the Tsangpo river joined 
the Irrawadi in Burma or whether it 
ran through the Lohit District. British 
scienti.sts. such as Kingdon Ward, the 
explorer botanists and scentists of the 
British Museum, etc, were now and 
again afforded opportunities to tour 
the tribal area to collect flora and fauna 
to enrich botanical and geographical 
knowledge. 

CoMMEIll.'IAI. CONSIDEBATIONS 

Commercial considerations too weigh¬ 
ed very heavily with the British. Tibet 
was known to be a profitable market, 
and reports had arrived about the sale 
of British broad-cloth in Tibet at a 
fabulous profit. Tibet was also known 
to be rich in gold and an inviting mar¬ 
ket for lea. British trade interests, 
thcrelorc. started clumoui'iiig for suita¬ 
ble action to oust the Russian trade 
from the rich field of Tibet. The Chi¬ 
nese had a monopoly of tea trade and 
the British directors of the East India 
Company wanted it to be replaced by 
the Indian export of tea to Tibet. Many 
of the expeditions — such as that 
through Sikkim or through what is to¬ 
day the Kameng District or along the 
Lohit valley to Rima — were thus aim¬ 
ed at discovering trade routes so 
that British goods might be profitably 
sold in the markets of Tibet through a 
direct land route. 

The British were tom between two 
courses of action: one dictated caution 
and forbearance so as not to alienate 
the tribes, and the other dictated by 
commercial enterprise pressed them to 
a ‘forward’ policy. Notwithstanding 
the temptations of lucrative trade, 
political expediency won the day. 
Commercial enthusiasm was kept in 
check for the sake of imperial interest. 
Thus the Inner line Regulation was 
passed to prevent any friction between 
the tribes and British commerce which 
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was eager to expand tea cultivation 
within the hills. 

Political interest, generally overrode 
commercial consideration. Even in the 
sphere of administration, the policy of 
non-interference in the internal affairs 
of tribes was adopted so as to leave 
them to develop and change in their 
own way. The extension of British ad¬ 
ministration meant the opening of 
police check-posts in the interior, and 
the^^insistence that the tribal folk con¬ 
sider themselves part of British India. 
The British flag had to fly over the 
tribal territory without interference 
and rivalry. The headquarters of Bri¬ 
tish administrators remained in the 
plains of Assam, such as Charduar, 
for the Political Officer of Balipara 
Frontier Tract or Sadiya for the Sadiya 
Frontier Tract. The British had no 
programme for the development of the 
tribes or the extension of welfare ser¬ 
vices to them. TTtus, in 1947, when In¬ 
dependence came to India, there were 
only two Lower Primary Schools in the 
entire North-East Frontier Agency. 
Such was the low level of social wel¬ 
fare development achieved over a pe¬ 
riod of 120 years of British rule over 
the frontier tribes. 

The British did not levy any taxes, ex¬ 
cept for an occasional poll tax or house 
tax, payable by tribes which had .shown 
intransigence against the advance of 
British influence. British law, which 
applied in Assam or in other parts of 
India, was also not extended to the 
tribal territory. In fact, special laws 
for the administration of justice, which 
respected the customary codes of 
tribes, were introduced so that the 
settlement of disputes and crime 
might continue uninterrupted accord¬ 
ing to the ancient tradition of the tri¬ 
bal people. 

The British conceded that the tribal 
people were the owners of their land. 
They took pains to enforce the principle 
that forest trees and other produce were 
tribal property. When punitive expe¬ 
ditions or British administrators on 
tour in tribal territory, wanted land, 
trees, or any other items, they sought 
permission from the people and paid 
compensation for what they took. 

The British refrained from any deli¬ 
berate or systematic efforts to introduce 
change in the pattern of tribal society. 
The solid fact of British policy lay n 
the creation of a strong and stab.'e 
government in the plains which, while 
it did not meddle in tribal affairs, in¬ 
sisted upon and enforced scrupulous 
adherence to agreements and the need 
of peaceful co-existence. This had a 


deep and permanent effect on the tri¬ 
bal mind. The tribal freedom to manage 
their own affairs, to enjoy the rights 
of total possession of their land 
and plantations and uninterrupted 
liberty within their area, were fully 
maintained. The result was that, people 
looked upon the British as some kind 
of a distant benign superior authority 
which they could approach to seek a 
solution of their difficulties. The tribal 
recognition of British authority made 
them invite the British for mediation 
between warring groups or in matters 
of land dispute.s or in murder cases or 
il the property of a person was seized 
by another. 

Hrsi DElKIlMINtB IN THE FlELD OF 

Battle 

The blows dealt by superior British 
arms made the tribal people recognise 
the fact that the British were the mas¬ 
ters. This demolished any psychologi¬ 
cal barrier between the two and led to 
the frank and free admission by the 
tribal population that they were sub¬ 
jects of the British government who 
had defeated them in physical combat. 
Among the warlike tribes, superiority 
was best determined in the field of 
battle, and only the winning side could 
claim it. This fact has been demonstrat¬ 
ed by the hypothesis put forth by the 
Naga hostiles who state that they came 
under the British because the British 


defeated them. After the departure of 
the British, the Naga people had every 
right to resume their independence. 

British rule represented a new era 
m the history ol North-East Frontier. 
It was during the British rule that the 
process of gradual penetration into 
the hills had started. It was the 
British who made the people realise 
that they belonged to India and it was 
during the British period that the poli¬ 
tical jurisdiction of India was extend¬ 
ed on the McMahon line principle. The 
British took the initial steps to 
link the economic interests of the 
frontier people with that of the rest 
of India by organising marts and fairs 
along the foothills. The British also 
were the first to introduce a high ethi¬ 
cal conception of life through mea¬ 
sures such as the abolition of slavery 
or the renunciation of head hunting. It 
was also during British rule that the 
tribal mind was diverted towards 
India to seek a solution to their diffi¬ 
culties in every-day life. All these are 
po.sitive achievements of British rule. 
They constitute the initial spadework 
and the clearing of obstacles, on which 
further programmes of work of socio¬ 
economic development, more intensive 
administration of the people, and their 
integration with the rest of India, was 
to be built by the Naoonal Government 
of India which took over the reins of 
power in 1947. 
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Banking Efficiency and Banking Growtli 

A M Khusro, S N Raghavan 
Khushi Ram, N S Siddharthan 

The operational efficiency of commercial banks can be measured in many ways. One measure is in • 
terms of the elasticity of bank deposits with respect to advances — i e, the percentage increase in a 
bank's deposits following a one per cent increase in the advances of the banking system as a whole. Ano¬ 
ther measure arises out of an evident linkage between banking efficiency and banking growth. 

This article combines these two measures and demonstrates the applicability of the results to the 
15 nationalised hanks. The banking data, however, relate to the 18 years prior to nationalisation. 


THE oporalioiial <-fHciency commer¬ 
cial banks can he ineasiircc] in many 
ways. Khiisro and Siddharthan' re¬ 
cently developed a measure of banking 
efficiency in terms of the elasticity of 
bank deposits with respect to advances, 
i e, th<- pert'entage increase in a bank’s 
deposits conseejnent to a one per cent 
incr<-as«- in the advances of the bank¬ 
ing system as a wliole. This measure 
had been applied to four commercial 
banks in India. Raghavan and Khushi 
Ram'' have more recently extended this 
application to another 11 commercial 
banks and havr- further shown the link¬ 
age betw»‘eri banking efficiency and 
banking growth. The present paper 
combines the tlwory of both works and 
demonstrates its applications in rela¬ 
tion to all the 15 nationalised commer¬ 
cial banks." The data, however, arc for 
the 18 years (19,51-68) before nationali¬ 
sation. 

RkI-AIIVK EfFiriENCY oi Bank.s 

The tbeoiy behind the measure of 
bank efficiency used here is simple. In 
a gmwing economy, as output increases 
and borrowers stand in a queue, the 
banking system increa.ses its loans and 
advances. It also increases other forms 
of credit, e g, it purchases more bills. 
Bank credit, defined us commercial 
bills plus loans and advances, increases. 
As the borrowers or debtors write che¬ 
ques to third parties, their (loan) ac¬ 
counts get depleted. But the tliird pat- 
tics, the recipients of the cheques, pro¬ 
bably deposit the cheques in their bank 
account. Thus, consequent to an in¬ 
crease in bank advances, bank deposits 
increase. 

But it is not as though there is a 
one-to-one eorrespondenci' bi’tween rise 
in advances and rise in deposits of the 
lumking system. Souk- of the cheques 
written, or new deposits created, will 
lie withdrawn in cash. Every society, 
for the time being, has a lelation be¬ 
tween its cash holding and its deposit 
holding and, in relatively poor socie¬ 
ties, cash holding bears a large propor¬ 
tion to deposit holding. In India, in 
recent years, this proiHirtion of curren¬ 


cy with the public to aggregate bank 
deposits has been around 0.85 per cent. 

Thus, after a certain proportion of 
the n«‘w deposits have been withdrawn 
in cash, the balance represents the in¬ 
crease in deposits consequent to new 
advances — i e, the resources that the 
banking system has been able to mop 
up with the right hand after itself 
creating those resources with the left 
hand The percentage increa.se in the 
deposits ol the system's advances is it¬ 
self a measure — among other mea¬ 
sures — of the system’s efficiency. 

Rut, while the system’s deiwsits rise 
owing to an increase in the syste.m’s 
advances, how much an individual 
bank is able to increase its share in the 
system's additional deposits depends 
upon the efforts, the techniques, and 
the strategies, used by the bank. The 
elasticity of a bank’s deposits in rela¬ 
tion to the banking system’s advances 

dD; , dA 

— or -— / —-or, the percentage 

Dj / A 

change in a bank's deposits, D^, re¬ 
sulting from a one per cent change in 
the banking system’s advances. A, 

— would seem to be a fair measure, 
among others, of an individual bank's 
elfieieiics’. 

This elasticity was estimated for each 
of the 1,5 now-nationalised commercial 
banks, separately, over the 18-year pi- 
nod. While the influence of bank ad- 
vanivs, A. can be expected to be a 
powerful one on an individual bank’s 
deiiosits, the latter may be expected to 
bi influenced also by the interest rate, 
Tj, to he earned on deposits. We thus 
have the relation.ship of the tyi)c: 
log D. = a + /3 log r, + e. log A 
where Cj depicts the co-efficient of effi¬ 
ciency and fl the responsiveness of 
deposits to interest rates.* This co¬ 
efficient of efficiency as well as the de¬ 
posit response to interest rates is shown 
in the Table toi each commercial bank. 
As judged by the consistently high 
value of for all the banks, the two 
independent variables, r^, and A are 
able to explain very well the behaviour 


ol the dependent variable, bank c||po- 
sits, D.. Co-efficients of efficiency are 
also seen in the Table where drey are 
arranged in the descending order of 
magnitude. All the co-efficients, judged 
by t value are significant. 

The Cunora Bank, the Syndicate 
Bank, the Rank of Maharashtra, and 
the Union Bank, yield a high co-effi¬ 
cient of efficiency, a one per cent rise 
in the system’s advances leading, in 
their case, to between 1.6 and 1..3 per 
eeril rise in their deposits. 

Moreover, it is clear that, the res¬ 
ponsiveness of deposits to changes in 
interest lates is real, suggesting that the 
interest rate weapon can be very fruit¬ 
fully employed in deposit mobilisation. 

But there are other banks, lower 
down the effleiency ladder, in which a 
one per i-eiit ri.se in ailvances results in 
a rise of 0.45 per cent only in deposits. 

REi.A-no.N bet'veen Efficiency and 
CROvriii 

If our criterion for commercial bank¬ 
ing efficiency is valid, there ought to 
emerge some relation between banking 
efficiency and banking growth. In ge¬ 
neral, a more efficient bank — which, 
presumably, earns more, relative to some 
measure of its assets or liabilities — 
ought to have greater wherewithal for 
expansion and ought actually to grow 
la.ster than other banks. 

The manner in which this linkage, 
lictween efficiency and growth, occurs 
is as follows: When the banking sys¬ 
tem advances more credit, the less effi¬ 
cient banks that do not mobilise de¬ 
posits at a rapid rate, will soon expe¬ 
rience a decline in their cash ratios and 
liquidity ratios, and will be prevented 
from expansion as these ratios hit the 
pre.scribed minimum ratios. The more 
efficient banks will not hit this cons¬ 
traint and will consequently exfiand 
their earning assets further and faster. 
The annual percentage growth rate of 
individual banks must thus bear some 
relation with the co-efficient of effici¬ 
ency of the banks, unless die co^efflei- 
ent of efficiency does not truly measure 
efficiency. 
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T\mt EiiifiFNm ANo Gnowni or Naiionaiisfi) Commebciai. Banks, 

1951-1968 
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Log r, - ‘ g, T (2) 
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g, = aj * <=1 

Ihis sic'ltls cioss-sectionally foi all 
the 15 hanks the result 

0 0101 + 0.0515 e, 

ssht le R = 0 85 

Tht significant and u liable relation¬ 
ship httwdii dficienty suitl growth rate 
of a bank is s( eii not onls in the high 
s iliK of th( condation coefficient, hut 
also visualls iii th< accompany ing scat- 
t(i (liagiani 

It IS deal that tomincuial hanks that 
hast shown higher efficiency in terns of 
th( eiiU'rion iis(d in this work have 
also shown, hv and large, a faster 
giossth iat( ol (amiTig assets' The top 
4 hanks according to our efficiency 
(iitciion — Canal a Bank, Synthtale 
Bilik Bank of Mahaiashtia, and Union 
Biiik — also happen to he banks 
which have showm assets growth rates 
ol inoie th,ui 20 per cent per annum 
Ihis shong relationships would soem 
to confirm the validity of the measure 


of efficiency used here. But it also un¬ 
derlines two important deduebons for 
policy 

(1) that deposit mobihsabon can fie 
more effective when it is pursu¬ 
ed with higher interest rates 
than when it is made to depend 
on administrative devices alone, 
such as more branches and more 
stair 

(2) that th< mainsprmgs of better 
K rtoinianct and tlie techniques 
Ol deposit mobilisation used by 

tile banks with higher efficiency 
can 1 h stiuhdl with profit and 
(an 111 i( lommtnded to the 
olhi I banks which wish to ex¬ 
pand as iiipidlv as the more effi- 
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Aromatics Project 

THE Gujai It Aionurlics Project will 
go into production as pei schedule by 
till end of this seal or early next 
seal About 95 pci cent of the equiP'* 
iiieiit IS already at site The basic 
tngmcKinng design supply of imported 
equipment and supeivision oi erliction 
.md start uji \yill be provided by 
M/s i lied kiupp Chcmicanlagenbau 
of Gi iniaiis The foreign excdiange 
componi nt ol about Rs 7 16 crores will 
be met yvith a 39-million D-mark loan 
hoTii Rc const! uction Loan Corpoiatiou 
(ktW) of W Germany. The pioject, 
designed to ubhse 120,000 tons per 
atmimi of naphtha fioiii Gujarat Refinery 
to piodiice 21,000 tpa of ortho-xylene, 
17,000 tpa of para-xylene to be con¬ 
verted into 24,000 tpa of dimethyl 
terephthalate and 2,500 tpa of mixed 
xylenes, will save nearly Rs ID crores 
of foreign exchange when it goes into 
full production. 
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NSS and Some Poverty of Economic 
Methodology Therein 

P R Brahmananda 


In recent months there has been some recrudescence of interest among Indian economists and stati¬ 
sticians in understanding the magnitude of poverty and the inter-temporal distributional changes in 
living standards and in incomes. The National Sample Survey reports on consumer expenditure have 
come into limelig}it again. 

Efforts have been made by a host of scholars to extract some operational juice from the published, and 
unpublished sometimes 'monopolistically’ accessible, NSS data and reports. In some of these exercises 
efforts have been made to build some bridges betioeen the National Income or Accounting data and the 
NSS data. The findings from these exercises involve very important methodological procedures, 
the significcmce of not all of which is recognised or explicitly stated by the ‘exercisers’. 

In view of the country’s commitment to abolishing poverty, these exercises are no longer only of 
academic import. It is necessary to subject the methodological procedures to a .severe scrutiny. It is this 
sort of an effort which is sought to be attempted here. 

The task of removal of poverty is so important a goal of economic policy that the most accurate of 
economic thought has to be given to it. Should not a surgeon be equipped with the keenest expertise 


and the most precise instruments 
faithful patient? 

THE NSS data on consumer expendi¬ 
ture on each item is a sum of (a) 
monetary purchases for consumption, 
(b) imputed value of barter purchases 
for consumption, (c) imputed value of 
self-consumption out of home-grown 
Slock, and (d) money value of the 
consumption financed by loans, gifts, 
etc. The NSS uses three types of 
price data for obtaining the money 
value of ‘consumption’. Consumption 
out of home-grown stock is evaluated 
at the ex-farm price, that out of cash- 
purchases at actual purchase price, 
that out of barter and transfers at the 
average retail price; these piices are 
specific to the areas. The NSS has 
deduced a category termed ‘average 
prict;’. the latter is the ratio ol esti¬ 
mated value of consumption to the 
estimated quantity of consumption. 
But this notion is a purely statistical 
concept with no analytical significance. 

h’oun Skis ok I’hk.k D.ma 

In the estimation of national income, 
the values (<1 crojis and other oiitpiit-i 
arc calculated at some weighted avei- 
age of wholesale harvest prices. As 
the consumption out of home-grown 
stock is evaluated at the ex-farm price 
of the crop, or rathei of the consum¬ 
able portion of thi' crop, we may treat 
the latter as being only somewhat 
t/mug/i Tint cxnrtly corresimnded by 
the price used for the national in¬ 
come calculations. 

Thus we have to reckon with three, 
or rather e.xactly, four .sets of price 
data whenever we have to transit from 


when a maior operation has to be 

the NSS data to the National 

Accounting or Income data. Obvious¬ 
ly there is no reason to bidicve that 
the four price series move in the same 
fashion and for every crop; secondly 
there is no reason why the lelative 

proportion of consumption falling 

under (a) ihreet cash-purchase, fb) 

bartcr-irnichase, (c) consumption out 
of home-stock, and/or (d) consump¬ 
tion through kind loans and gifts 
should remain invariant for each crop 
over any two years. 

Strictly speaking, we have to eva¬ 
luate all the outputs of eonsumirtion 
goods and all outputs of investment 
goods at e\-l.uni (i)iodiieei.s’) prices if 
we have to apply the methodology of 
the Keynes-type dichotomous division 
ol national income befsveen Coii,sunix>- 
tion and Investment. Pure theory of 
this sort abstracts from space and, 
under comparative static equilibrium, 
from time as well. (There can be no 
bridge between the Colin Clarkian 
tricholom.v and the Keynes-type di¬ 
chotomy.) 

It is true that when, in each year, 
we are deemed to operate at micro 
and macro layeis under a golden age 
stale, with a coiiiniim rate of piofit 
each .year, we m.iy proceed as il the 
different senes of prices all move in 
the same diiection and at the .same 
late year by year. The peiiod coveied 
by the NSS in India has not been 
empirically corresponded by the above 
pattern of Irehaviour. 

All the above presumes that the 
NSS notion of 'consumption expendi- 


conducted on a long-suffering yet 

tine' i.s analytically sati.sfactory. Tlie 
NSS repoits categorically mention th.it 
eoiisiiiiiiitioii outlays spi'c-ifie to ‘enter¬ 
prise’ activities of hoii.seholds are 
sought to be excluded. The reports also 
state that lor items belonging to the 
c.ilegoiy of food, intoxicants and fuel 
and light, the data refer only to the 
ainoniils (and values thereof) actually 
coiisiiiiicd irrespective of the amounts 
(and values thereof) actu.ally purchased 
lor noii-juoductive domestic consump¬ 
tion piuposes. Tlius, lor many crucial 
Items, the data refer to consumption 
and not to consumption expenditures 
as such. 

Ml! niODOKOCICAI. Df.ficif.nct 

The iirocedure of the N.SS appears 
to involvi' a serious methodological de¬ 
ficiency which impairs its utility for 
.social accounting purposes. Amounts 
eonsiiined (and values thereof) within 
the households and not the amountfi 
pioduccd, piocliaxcd and/m ohtuinrd 
/ill (domestic) cotmimption are taken 
into account in items (mentioned ear- 
liei) ol blocks lO-K) of the schedule 
used in the consumiT expendituie siir- 
vevs. Now National Income data for 
any seal refers to outputs in isieh yeai. 
From a national angle actual consiinip- 
tioii ill any year equ.ils. in a closed eco¬ 
nomy. the sum of (a) the poition ol jiie- 
vioiis yiars’ stocks used loi eonsiiniption 
in the current year, and (b) the poifion 
of the euirent year's oiiljints eon.sunied 
during the current year fn an opni 
economy \vc have to provide lor imports 
and exports. Even gi anting that the 
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unity in diversify 



uniqua sat-up m the fartilizar induilry. A comprahan- 
aiva and mtagratad approach to avary facat of tha industry 
undar unified diraction and control Its achiavamants justify 
lha advantage of such a multifunctional sat'UP~’P&0 
A Wide range of know-how and procasaas davaiopad through 
rasaarch and pilot plant activities—relating to fartllizars and 
vital chemicals Patents ragtstarad throughout tha world. 
EmbraceS'all disciplines necessary for setting up fertilizer 
plants From test tuba scale right on to finished commercial 
production^PCrD 

All interacting fertilizer expertise undar one roof Rasaarch, 
development and pilot plants Agronomy and fertilizer demon* 
•trot ions Protect planning end economics. Process design 
end engineering m ell aspects Technical procurement, erection 
supervision and commissioning. Presently entrusted with 
10 maior projects involving over Rs 4000 million—PfiiO. 


Yet another outstanding achievement—development of a 
whole rar>ge of fertilizer catalysts. P&D catalysts fast replacing 
imported stock In plants throughout India A substantial saving 
in foreign exchange One of tha few organisations in the 
world to possess this prized know-how—P£tD 
Such impressive achievements m such a short time The 
reason * integrated approach under unified control And the 
Spirit of salt-development through self-reliance—PGrO 

self-reliance in fertilizer 
technology 
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distinction between enterprise-expenses 
oi> consumption and unproductive-ex¬ 
penses on consumption is validly ap¬ 
plied in the NSS schedules, and the 
processed reports, the data from these 
•exclutle from consumption expenditure 
in any year, that portion of purchases 
which is not used for consumption du¬ 
ring the current year, but, includes 
howewer the portion of current con¬ 
sumption occurring out of previous 
years' stocks. This is perfectly under¬ 
standable; but this procedure destroys 
the possibility of a link between the 
NSS consumption expenditure data and 
the National Income data. The criti¬ 
cal assumption here is that in each year 
the portion of the previous years’ stocks 
drawn for consumption in the current 
year and the portion of the. current 
year’s producli<jn (and purch.rses) kept 
for future consumption (and/or for 
hoaiding). botli as ratios of current 
year’s consumption, remain the same. 
In effect, what this amounts to is the 
assumption that the ratio between 
stocks and consumption icmains the 
same year by year. Slated thus one 
would reali.se that the NSS data cannot 
sr'.rve as a basis for intcr-tcinixiral com- 
paiison oi inconw-disti ihution even 
alter making presumed adjustments for 
savings. 

VVe have jiow to rai.si; the most iin- 
IKirlant objetiion to Hk- NSS definition 
of ‘unproductive consmnption’ expendi¬ 
ture. 'rhe NSS treats all consumption 
by households of grains, beverages, etc, 
howsoever the physical items are ob¬ 
tained, as consumption. The use of 
grains and crop materials for feeding 
livestock us well as lor additions to 
stocks, foi whatever purpose, is deemed 
as ‘non-consumption’. Similarly the 
use of grains as seed, etc, has to be 
considered us an enti'rprise expense. 

CoNSOMmON ANI> Non-Consumi'IIO.s 

Thus the NSS axipears to treat all 
irhysical consumption of certain com¬ 
modities, known as consumption goods, 
hy members of households, employers 
and/or labour, as falling under the ca¬ 
tegory of consumption expenditure. ‘The 
use of consumption goods for stocks, 
feed and seed is alone deemed as en¬ 
terprise expenditure. Let us note th,il 
the NSS is not distinguishing between 
consumption and investment expendi¬ 
tures as economists understand these 
terms. If some jHJrtion of the work¬ 
force is concerned with capital-main¬ 
tenance or capital-formation activities 
like repair, replacements, bunding, 
construction, laying orchards, making 
tools, rearing young stuck, etc, and this 


txirtion of work-force has to feed itself, 
or bo fi'd, for this purjpose, such ex- 
pendituK's on (xmsumption gorxls could 
still he 'iioii-oiitcrprise’ expenditure 
from the standjioint of the NSS. The 
iornmlators of the NSS methodology 
have not realised that physical consump¬ 
tion liy households is involved in tlie 
pr<>diu:ti()n of both consumption goods 
anil invcslmenl goods. The mere act 
of physical consumiition does not toll 
ns whether thi- activity of the house¬ 
holds involved iii it leads to production 
of consmniition goods or of investment 
goods. Even m the models of Solow, 
the most neo-classical of neo-classical 
growth tlu'oiists, in a single commodity 
model, the u.ic of the commorlity cate¬ 
gorises the aetivit> as falling under con- 
sumiition oi under investment. 

Theoretiealls- speaking, some portion 
ol what the NSS treats as consimiptiun 
expenditure is not consumption expen¬ 
diture, Jlciiee tile distinction between 

household expenditures for consump¬ 
tion and for enterprise purposes has no 
uiialytieui rationale at all, i)articulaily 
in Indi.i, where most households, parti- 
eulaily in rural areas, are also enterpri¬ 
ses. 

What tlieii does the NSS data revi’al? 
,\s noted e.iiliei, the data of exiiemli- 
tiiie 111 ri’gaid to food, intoxicants, liiel 
and light jieilaiiis to outimt, but e.\- 
eliidi's jiioviMoos lor replacement of 
and iiuieineiit in stocks. In an economy 
in wliicb most ol crops have only one 
haivest m a vc.ii. and most of iirodiic- 
tion in all eioiis flows as a jcsiilt of 
one harvest in a year, the most iinpoi- 
tant sources ol supply for physical coii- 
siinijition III ain' current year are the 
lirevioiis years’ stocks. It follows that 
most of the cm lent yeai's oulimts of 
croi^s and rehiled materials are the 
gloss capitals jiiodiiced during the cur¬ 
rent year and are .available as .stocks 
for disposal over the next and subse- 
<iu<!iit years. The Keyncs-type proce- 
flure of treating consumption of a cur¬ 
rent period as a I unction of income of 
the eiirrmt iieiiod is coniifletely out of 
touch with the empirical reality of the 
Indian niral scene Unless we. assume 
that the lalio ol stocks to consumption 
is the same yeai hy year, we cannot 
defend the aiialytieul validity of the 
Keynes-tyiie piocediire. Such an as¬ 
sumption flies in the face of reality in 
India. 

If then all that the NSS data tell us 
is the iiifermation regarding the por¬ 
tion ol previous years’ stocks utilised 
for physical consumption during the 
current year, wc cannot deem the lat¬ 


ter as being laritaiiioiiiU to the current 
year’s output or as foi ruing a roitstant 
iraction of any ciiiii'iit yeai’s outimt. 

It would he theieloie highly iniiiro- 
per to lieal the NS.S dciived iihysical 
cxmsiini|itioii data as a uic.isure of the 
ciirreiit seal’s gross oi, i.ither, net out¬ 
puts. 

The N.SS data is at best a pro y for 
a itieasiiie ol that iwrtioii of stocks 
which is taken in the (orin of isliysical 
(himiaii) consiiMixition. Tlieie is no 
reason to assiiiiie that the .stocks avail¬ 
able dining any current yeai for use 
oi human eonsuiiijiliun is aceiiTniilatcd 
w bolls out of the iiiiiiiediaP'ly previ¬ 
ous yeai’s outputs, .\eeunuiliition may 
have been loiiued out of the residue 
.iftei consumption of several previous 
years’ outputs. 

Let ns nosv sinninaiise our main 
findings ■ 

(1) The NS.S dat.i of consumption 
exiiciiditiire is paith ol jihysieal con- 
suni)>tion and partly oi eoiisuini>tion 
evpenditiiie. 

(2) Tlie N.S.S d.ila ol ishysieal con- 
siiiiix>ti»n and ol i onsiimjition s'speii- 
iseiidiliire is, .sliietls siii'iiking, not all 
coiiMunislion oiilluss aeeoiding to the 
I'eonoinists’ nii'aniiig ol tin- ti’iiii ’con- 
Miinxitioir used in N.iljonal .\ecoiiiitiiig 
discussions. 

(■1) The N.S.S dala nii jiliysiial coii- 
snniiiliim and eonsiimjstion esisendituie 
IS not a jiiiKSy liii the enirent year’s 
outputs hilt IS so loi lli.tt jxiitioii oi the 
pievioiis yc'ius’ slinks which is utilised 
in the enrienl sear loi con.siiimption. 

(-1) Unless we .issinni' that the latio 
III stocks to xilivsieal human eonsiimj)- 
tion renuiiiis (lie s.ime seal hy yc’iir, 
we have no .saneliDii ior the identifi- 
eatiiiii (in some foi in) ol the NSS con- 
sniiixitum dala svilh oiitxmt data lor the 
rcdev.ant yeai. 

Even 111 ) 111 1 Iron) all the alnive, the 
N.SS uses thiee tyiies ol juices, .aiid in 
diffeient jsroxiorlions each year, ior cs- 
liinating the. moni-y viihies ot the to¬ 
tals, hut the jirices data used hy the 
National Aecoiintiiig caleuliUions are 
different Iroin the three tyjies utilised 
in the NSS. 

Uniunahi.i: I’on idi.aik oj' .Siabii.i'iv 

Tsvo coneliisions iollosv from the 
above. The gull hetss’eeii the NSS data 
and the Niilion.d Aeeounfing data c.m- 
iiol he overcome. Tla'se tsvo sets of 
data aie imtirely Isso diflerent animals. 
Secondly, the NSS dala c.mnot he uti¬ 
lised for inlcT-tempoial comiuirisons of 
mc'asures of the degiee of iiieipi.ility in 
coiisiimiition-disliibutioii. 

,\t this -Stage sve may cjue.stion the 
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ba.sii; postiiluti; inuleily'ing th<; NSS 
rounds on cunsiiiner expiaidilure. The 
Indian economy is deemed liasicdlly to 
1 x 1 slalile at all its niiero-points year by 
year. This stability lelias to the pro¬ 
perly of the viability ol the circiilui 
How of ccniiomic activity at the levels 
of the obsTTVed micio-units It is only 
then that onu can thnilr in teniis of 
seekinj; cvidnici' of ll•^;nlaIlly and repe- 
titiveiM'ss ol the behavioni units. On 
the othci hand, i( \\c thiow in the pos¬ 
tulate of instability, oi lalhei, ol a 
tendency to fluctuate eitbei way, with 
no built-in tiend, the very rationale of 
the NSS from an inler-teinpoial angle 
may be questioned. One sees no econo¬ 
mic reason why one should adopt the 
postulate of stability under Indian con¬ 
ditions. This, of com.se, is a philoso¬ 
phical issue which challenges the utili¬ 
ty of the statistical procedures in coun¬ 
tries like India at the socio-econoinii- 
states they are in. The statisticians ap¬ 
pear to have slippeil m their analysis 
a piopeity of a devilopial economy 
with suitable real-hi|mdify bnlleis. 

Apart liom the above, tlieie is 
anothi’r important IliidmK ol some po¬ 
licy signilicance. The data ni lespeil 
ol relativi' (siiisninptioii-ilistiibiition 
iiccoiding to eonsumjiliiin ('\peii<httn<' 
classes loi aiiv yeai is simply .some 
iiKMsme ol the dislnbiilion ol slot ks. 
and of accessibility to eoiisiiinptioii 
thercol, among dilleieiit consmnptioii- 
e.spcMuhtuie gioiips. In otliei words, it 
is a ineasme of the distiibntion ol <i 
co(n|)om'iit of capil.ds, owned, gilted 
aiid/or boriowed, among diffeiciit coii- 
■snmiltion-e.spenditnre classes. Unless 
we assume that the Uorenz-tyiX' cnive 
ol the distribution of gioss productive 
power among the different consmnption- 
espenditure classes eoin|ilete!y ovcrlai's 
that of the distribution ol ninsnniptioii- 
ontlays among the dilfeient con.sumii- 
tion cxpi'iidituM' classes, w<' vamiot de¬ 
duce that a ledisti ibntion ol consump¬ 
tion-outlays among dilleieiit lonsninp- 
tion-expeiidituie classes would consti¬ 
tute a viable .shift. 

ItKiiisi'iuiiunoN Ol I’lionuc iivis I'oweii 

A ledistiibiition ol eoiisuinplion out¬ 
lays does not iiwan a ledistribution of 
(gross) piodnctivc power. The distri¬ 
bution-pattern of prodmtivo powci by 
and large iinphes a similar distiibu- 
tion-pattem ol stinks, ami hence by 
and large, of a similai distribiition-pal 
tern ol consumption outlays aceoriling 
to consuinplion-cvpeiiditme classes. 

A redistribution of productive powei 
according to any theoretically desired 


pattern of distribution of consumption 
expenditures implies a redistribution of 
ownership-rights (and/or operation- 
rights) of (a) land, (b) fixed capital 
assets like inventories of livestock, tools 
and implements, fertilisers, seed, acces¬ 
sibility facilities to water, etc, and (c) 
circulating capital like inventoric's of 
wage-goods. The redistribution of land 
and of cajiitals has to piecedc the re- 
disti ibution of accessibility-rights to 
coiisiiinption goods it we havi' lo eon- 
sidei a many-period lasting solution lo 
the problem ol social r<-al distribution 
ol eonsusnxition exiwndilures among the 
different rsmsumption-expenditure clas¬ 
ses. 

Unlortunately the NSS data is of no 
hel]) in the discussion of measures for 
die alleviation of poverty as it touches 
only upon one component ol the inea- 
suie of gross productive power. 

It svould be I’lioneous to identify 
the distribution-pattern of gniss pio- 
ductive power yvith the distribution- 
pattern of economic power. The, pro- 
|Mi ineasinc for the latter is the dis¬ 
tribution of net liroductive power. As 
iioti-d earlier, a substantial liortion ol 
consumption expenditures are outlays 


for capital-maintenance and some por¬ 
tion of expenditures is for investment. 
We therefore need a measure of a 
Kicardo-Marx-Sraffa-type net surplus 
m regard to different households if we 
have to measure a component of net 
productive power. Alternatively we 
have to find out, from a static angle, 
the measure of that portion of produc¬ 
tive power, command over which is 
just, no more and no less, neex'ssary for 
maintenance of as.scts and of labour- 
power. The nieasuic of economic 
jiower is obl.ained after this portion is 
deducted from the measure of gmss 
inoductive power. For dynamic pur- 
jioses, provisions for increments to 
stocks of capitals have also to be de¬ 
ducted. 

Unfortunately the tragedy of the 
N.SS is that rigorous economic think¬ 
ing in terms of the principles underly¬ 
ing clas.sifications docs not appear to 
have been associated with the drafting 
of the schedules and the reiwrts. Eco- 
nomie statistics, after all, is not a 
means for itself but has to fulfil itself 
in n.sc, in rigorously tenable sclienies of 
economic theory, which alone can serve 
as a sure basis for economic policy. 


Technology Transfer 


MOW pioductioii and management 
teclinniucs can be transferred effec- 
lively lo <■ntelplls^•s in devcloxnng coim- 
tiics at mlniminn cost, when and 
whcicvei ixissible, will be probed by a 
mi'ctiiig of United Nations experts. 
Tliic interregional expert group coii- 
veiied by the Secretary-General, will 
leview this question in depth in New 
I'oik liom 21 to 26 June. The eypcit 
gionji will make recommendations on 
ways ol offering more systematic aid 
to developing eoiinliics to accclcralc 
(hen productivity through utilisation of 
the most adv.anee(l inodmtion and 
ni.magemeiit tcelniiques. 

The stH'ss on ‘enteiprise level’, or 
tiaiislcis between enteritises — public 
or piivate — means that the knowhow 
is transferied by direct eonsiiUation and 
tiaining at the foreman to foieinan. 
plant manager to jilanl managi'r, lev.'l. 
The emphasis on ‘operative’ similarly 
indicates that the piograminc’s focus is 
on piactical, prugniatic production and 
m.magement techniques rather than on 
purely theoretical considerations. 


Uiiecl investineiit .'Uid licensing ol 
inventions, pioi'csses and knowhow, 
whether patented or un-palcnled, are 
the jirincipal devices for transfer ol 
technology between public and private 
enteiprisi's. Public enterprises, such as 
state-owned factories, including some 
III centrally planm’d-eeonomy coun¬ 
tries have licensed their technology to 
plants abinad, notably to India and 
I’akist.'ui. 

Various country ease studies have 
been carried out; others have reached 
an advanced stage ol implementation, 
’rliey will serve as the basis for discus¬ 
sion at the experts' meeting. The 
eoimlrics aie; Argentina, Brazil, India, 
Keii>a, Lebanon, Mexico, Nigeria, 
Pakistan, the Pliilippines and Senegal. 
In some cases, preliminary reports 
published in 1968 »will be updated. 
Eight reports on surveys prepared by 
the United Nations Institute for Train¬ 
ing and Research on enterprises of 
developed countries will also be made 
available to experts and should greatly 
facilitate the assessment of the situation. 
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set your eyes on the sky 
for the biggest thing 
you've seen on wings. 

353 tonnes of magnificence 
riding the heavens like a 
colossus, lining the clouds 
with silver so true. 



my wondrous, beautiful 747 
stretching wide its gleaming wings, 
your only greatway to the world, 
from India. 

your palace in the sky. 


the mrHne that hves you 
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EVERY MORNING NRC* TAKES 
A GOOD LOOK AT YOUR FUTURE 



NRC pocs ohoiM its daily business with one 
eye riveted to your future... anticipating today 
the demands of tomorrow, raising questions 
now to find answers then, learning well the 
lines to play better the role. And all this, with 
the help of research -the proud, strong arm 
that supports every NRC venture, that perfeets 


every process chemical, that helps make rayon 
relevant to your future world, lo deliver an 
improved product, to drive forward with the 
country's progress, to pay heed to a felt need: 
yes. more than the achievements of the past, 
NRC is preoccupied with the promise of the 
future. 
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Fruitless Errand 

IN the nndst of the thousands of lelugces pouring into Judin eviiy day, it may 
not be exactly cointortmg to know oi “tin; coitieideiie<- ol points ol view ol India 
and the Soviet Union on all nuijoi iiiteinational vnoblenis”. But evidently Foreign 
Minister Sardar Swaian Singh, who visited Moscow iioni June B to 8, iloes Icel 
coiulorte.d. lii his talks in Moscow, the joint eomuiininjue telb us, ho was coii- 
eeiiied that peace should pievail in the Middle Fast, that raeidlisiii and apailheid 
should disaiuiear Irom jiaits ot Aliica, that the wai in Indo-Cluna should be 
brought to a speedy end, and .so on. Noi was oiii Foieign Miinstei totally uii- 
awaic ol the situation iiearei home. While in Moscow, the joint eoiimiuiiiipie 
eontimus, Sw.naii Singh "(i/.so diseiisseil the si'iious situation ciealed by the eoii- 
tiimmg stieain ol inillioiis ol leliigiis lioiii Fast i'.ikistaii eoiiiing into the 
adjoining St.ites ol India” (emphasis added). The eomeidenei- ol views docs not 
seem to have e.vtcnded to this jiuiblem, but then it is a small m.ittei. The 
mijHiitaiit thing is that both Soviet llnion and Iiulia "eoiisidei it imperative lor 
• inimedi.ite me.isures to be takni m Fast I'akistan which would ensure the slop- 
jiage ot th<' milux ol relugees Irom Isast rakistaii”. Fijually, both sides realiso 
that “simnlt.ineously it is desirable to take luithi-r str'jis to ensuie that peace i» 
lestoierl anil all conditions ol .security an- cieateil toi the letnrii ol iclugees to 
then homes in Fast f’akislan”. 

Noble .seiitinieiits indeed ! What is the Soviet Ununi piejiaied to do in tliis 
diiection.-' Swaian Singh evidentl) h.is no cine to this attei time d.iys ol talks 
in Moscow. The best that he could get out ol the Soviet side was "bank and 
deal umleist.mdmg ’. But then, as the cominimnjue s.iys, this ' uiideistamlmg’ 
was alieaily there in Biesidenl I'odgoiii) s niess.igi to iah>a khan on Apiil 2. 
Swaian Singh did not have to take a trip to Mo.seow to leiteiate tliat 1 

in the annals ol our loreigii lelatiims, it would he dilliciilt to find a mure 
Iioinlle.ss and liuitless cii.ind, Ihe oiib result siems to have been to leassuic 
the Soviets (as il that was neeessais) that we do not intend to get involved ni 
the civil ssai in I’akistan. The independence oi Bangia Uesli is no loiigei the 
i.ssue. We .lie woiiieii pimiaiils .ihoiil tlie "leiiigees. In othei woicLs, the Soviets 
have leasoii to leel lelieveil that the eh.mgr in the jiolitic.il iiiaj) ol the .sub- 
contiiient IS not immineiit altei all. I'lie ipio l.ices no seuous dangei ol 

alteiation. 

Fveii il Sw.irari Singh wanted to eiiijihasise this, the le.isl he could have 
done was not to link the late ol the h.ijile.ss iiiugees with nmjiteen othei pio- 

hlems ol the world. For oiiee he eoiild li.ive been li.uik anil to the Jlomt. Jlis 

ini.ssion to Moscow was cxiltisinty coiieeinrd with Inilo-l'.ik iclatioiis and there 
was no neeil to sties.s the ideiititj ot liidii-.Soviet views on tlii' state ol tile world. 
Whi'thei 111 not we want to admit .is much, the Soviets have not l.ikeii this 
mission seuciusl). 

Having thus vohinteeied to scale’ down the iinjwitancc ol the relugee 
(luestion. It is obvious that we can h.irilb peisiiade the .Soviet.s (or anybody 
else loi that m.ittcr, as Sw.ii.m Singh will ie.ih.se at the othei cajiitals he is 
due to visit) to e.veici.se the incess.iis jnessuie on the i’akistaiiis to take the 
relugees balk it is ihllieiilt to .see how and wh> Ihe Soviet Union wmiild get 

mole loiiciiie assuranci s on tins scoie than what I’lesident i ahya Khan had 

aheady given iii his piess eimleienie ol May 24. He made tliiee jiDnils in Uial 
c'onleience. Fust, he vsinild taki h.ick "honalule eili/ens ol l’aki.stan who had 
to leave then tountry”. Sicoiid. some ol them “weie iliiveii away jios.sibly by 
the Icirces not biendl) to I’akislan’. 'Hind, the Awann l.eagiie nienibers ot the 
National As.seinlily would not lose their inemheiship ol the Assembly excejit 
the lew who in his View weie "gmllj ol ernne". 

Saidai Swaian Singh should 'have realised that Ihe lestoialion oi status' 
fjno «»ite on this subeonlinent has leinaiiieil the pi line objective ol Soviet dijilo- 
niiiey during this crisis and as such it can haidl> ijiiairel with l’ie.siclent fahya 
Khan’s points. Alter all, this is how coinjnonuses aie reached. To he lair to 
the Soviets, they aie not alone in this objective, so that Swaian Singh may well 
hear sinnlai language m the othei cajsitals that he is scheduled to visit. In the 
end, it may a' work out as a grand jK-isiiasion elloil on the jsail ol big jiowers 
to make India .see wi.sdom iii Yaliya Khans eoneiliatoi} .ijiinoaeh. A pait ol 
Awaiiii League would be in; a jiart ol lelugees would he owned. India could 
not have had it better 1 This eoiielusion again would he vei> ably winded and, 
maybe, put in as a filth or a sixth jjoint in the joint coiTmiunii|ues that Swarati 
Singh may sign in future I 

Swaran Singh, liowever, should pause to consider the eonsequences of this 
restoration ot status quo on the subcoiiliment. The Awami League would have 
lost a good deal by way of credibility. Nobody would have failed to notice the 


Hiadiul wiilciins down ol our conccui 
1(11 till* iioi'doiu ol the Boiigiihs. 

And the iinhlaiv-tiiircaiiciatit; elite in 
Isluinuliad would not Iw any le'is 
hoMile in the liaii'aiii ’l'li<’ east 1‘alvis- 
■taiils ss'oiild he a mass ol miIUmi, hillei 
and eynnal peoiite. '1 he dolla's, 
■pounds and loiihles that niil^ht How in 
to leed till leliiKees would have siaue 
ly earned iis an\ t'lalilude in shoit, 
llido-raki.slani tensions would have le 
tinned to *1 mole hitti i ami aeiiiiioni- 
oiis note. 'In pieteiid. 111 these eiieuins- 
tanees, that loiei.nn tups aie uselul oi 
that the\ I.Ill > 11 Id some lesults m.i> 
111 all imhl loi a Saivodasa leadei, lint 
ean he disaslioiis loi a nation. 

Jute 

Cost'Banetit of Dispersal 

IT was to be expected that the Slates 
producing raw jute would in time de¬ 
mand location of itianufactuiing units 
within their own boundaiies. Such 
pressuic on the Union Goveiiuncnl 
has been on for some lime now fioiu 
Assam, Bihai, Oiissa and Andhra. But 
It did not galhei monieiUiim llH 1970. 
For one thing, the Ci nirc's reaction 
had been the obvious one of wanting 
not to ‘dislocate’ the existing mills h> 
depriving them of then raw inaleii.il 
.supplies. Secondly. lathei than chan¬ 
nel Imancc to new units, the (.enlic 
had given piioiils to modi'iniMiig e.\- 
isting units. In tin [i.isl year, howevei. 
It has .seemed that perhaps the Centie 
was barking up the wiung tree. 

Raw julc piodiiction in 1969-70 je- 
Covered fiom the steep tall witnessed 
in till- previous yeai. Repoils have it 
that, this yeat, pioduction may be so 
high as 80 lakh bales which is an all- 
time high ligure. if the package pi o- 
grainme for mcreasng i.iw jute pio- 
duction and pioductivily is to be cai- 
ned thiough, an unstable demand- 
supply situation will lie a positive 
hindrance (asnsumption outlets foi the 
existing ciop will h.ive to he establish¬ 
ed, and prices to the giower will base 
to be assuied. 

The ‘idle cap.icity’ among jute mills 
in West Bengal is a consetjuence main- 
Iv ol these mills being marginal and 
uneconomic. Demand fiom them foi 
law jute can iisc. tlieieloie, only with 
their impioved competitivene.ss follow¬ 
ing modernisation. Bui this i.s prccis.- 
l.v where hepes .tie dimming. The 
Industrial Finance toiporalion (llC) 
had sanctioned Rs 5 cions for modci- 
nisaiion, but these have icm.iined 
largel.v unutilised because mills have 
not proceeded with schemes for le- 
equipment m the face of the declin¬ 
ing demand for Indian jute goods 


abroad and the industry’s falling share 
in the woild market. Instead, they 
have constantly harped on ever more 
incentives and facilities to help them 
out of their ‘crisis’. Consequently, 
IFC’s otters of abundant credit on solt 
terms have only iindciimed the hopeless¬ 
ness of the jute goods .siluaiion. L N 
Mi.shru was stressing the same point 
when lie s.iiil in l.ok .Sablia this week 
lhat, though Rs 8 crores had been 
dllocaieil foi outdated and unecono¬ 
mic mills, there was a paucity of mo- 
denusalion programmes. 

'1 111 case of States like Assam and 
Oiissa Is fuithei strengthened by the 
fad that, though they have a higher 
per-.icii yield, the accrual to Ihpir 
laimeis fiom the hnal price paid by 
ihc mills in West Bengal in compara- 
tivcly low owing to the chain of mid¬ 
dlemen and dealers who organise ‘he 
trade and tiansit across State borders. 
If jute pioduction and productivity in 
these Stales is to be laiscd, the l.u- 
meis iheie must get hetlei teims. 
This, in the piesent trade and pin chase 
set-up, would be best assured by con¬ 
suming mills situated within the same 
■Stale. Theie would also be gieatei in¬ 
centive foi .1 Slate to promote the 
pack.ige piogi.imnie foi c.ish ciops .f 
iheie IS verlic.il integration thiough to 
the m.inuf.icluring sta.ge. Assam, 
Bili.ir and Oiissa alieady produce over 
27 per ceiK of the raw jute and ni.iy 
be eiH'iuiiaged to produce more fn- 
leinal demand has been rising tirinly 
and, aller .1 lull dining the iccession, 
11 has picked up once more, account¬ 
ing now foi neaily 50 per cent ol 
lotal jiile .goods produced. The m- 
crodsiiig demand could Ivi- met through 
new mills loc.tled nearei the raw ma- 
teii.il souiee with the bettei-off mills 
In r.ilciitta being left to conccntiale 
on expolls. 

llowevei, befoie imdcrtakng such a 
tliaslic reallocation on grounds of 
eflicieney, it needs to be asked whi- 
llii'i eveiything has been done to le- 
h.ilulil.ile the iinit.s in West Bengal. 
The irnpliealions for West Beng.d’s 
economy ( f such closures are obvious 
lull IS one ol West Bengal’s m.ijiu 
indiistiies and elosuie of jute mills 
c.in h.iidly be countenanced at a time 
when so much effort is going into le- 
viving the Slate's economy. Yet so far 
neither the State nor the ffentral Gov- 
einment has had any detinite ideas foi 
putting these jute mills on their feel. 
Hope was ickindled willt the foinia- 
iion ol the [ndusin.il Reconstiuction 
( orporation -- aftei all. engineering 
and jute are the two major are.is for 
IRCI's effoits. Will IRCf venture, be¬ 
yond linance, to make these units via¬ 
ble? Further, one also needs to test 


the suspicion that at feast pait of thfe 
initiative to start jute mills elsewhere 
emanati’S from industrialists keen to 
move out of Calcutta in search of less 
organised labour and more favourable 
jiolitical conditions. 

Rumania and China 

Outflanking Russia 


THE main thrust of China's recent 
diplomatic offensive, whatever the local 
context — be it South Asia or South- 
East Asia - , is to prevent a conver¬ 
gence of interest.s between the Russians 
and the Americans. While adhering to 
this as the primary aim of its diplo¬ 
macy, Peking has not lost sight of the 
purely Russian threat. It is m this 
latter context that Peking’s active woo¬ 
ing of some East European countries 
must he regarded. Rumania, which for 
sescral years has stoutly followed an 
independent policy vis-a-vis the Soviet 
Union, IS flic obvious ami willing choice 
foi making the Russians feel slightly 
unsccure on their western boundaries. 
The Chinese calculation is very likely 
to be that the encouragement ol Sino- 
Rumanian ties will make loi greater 
ItiissMii laiilioii on then e.islein, I e, 
Chinese fiuntier 

Last Tuesday, tow.irds the end of 
his s'lsit lo China, Nicolae Ceausescu, 
the Rumanian Piesuleiit, made a poinl- 
ed rcfciencc to ihe Siniel Union bv 
saying; "People of all countries are 
rising lo oppose super powei politics". 
Chou Eri-lai’s speech at the same rally 
resolutely opposed "big power hege¬ 
mony", though in this case the lefe- 
lenee was probably lo both the Soviet 
Union and the United Stale.s. He also 
staled that China would nevei become 
a siipci power, implying lhat China 
did not want to dominate smallei 
count lies. 

The Yiigoslai Foreign Minister, 
Mirko Tepavac, Ims followed on the 
heels ol the Rumanian President.' The 
Chinese at the height of their Cultural 
Revolution went beyond culling the 
Yugoslavs ‘revisionist’ and branded 
them ‘iinsocialist’. All this has now 
been iorgollen and the days of fruitful 
co-operation between 1955 and 1958 
are resuriected. in another move, Pek¬ 
ing has upgraded its diplomatic repre- 
senlalion with the previously maligned 
Hu.sak regime in Prague from charge 
d’affaire to ambassadorial level. China’s 
warmth towards Rumania and Yugos¬ 
lavia can, perhaps, be regarded as the 
obverse of Ru.ssian diplomatic and 
commercial penetration of China’s 
back-door — South-East Asia. Peking 
is also showing signs of understanding 
for some South-East A,sian governments 
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which are edging towards closer bonds 
with China. Malaysia has just conclud¬ 
ed a lucrative rubber deal with China, 
the Philippines has for the first time 
"*sent a trade team to the Canton fair. 
Thailand has called a hall (o officially 
inspired anti-Chinese propaganda and 
is seriously considering opening com¬ 
mercial ties with China. There is also 
speculation that Ccauscscu might be 
acting as a mediator between the Ame¬ 
ricans and the Chinese. 

The Rumanians are more concerned 
about a possible Russian milil.iry threat 
to their political independence than 
about Russian diplomatic or commer¬ 
cial penetration. speciallj' since the 
Russian invasion of Czechoslovakia in 
1968, which was forthrightly condemn, 
ed by Rumania, in a significant speech 
last month Ccauscscu strongly indicat 
ed that Rumania might be thinking ol 
military co-operation with the C'.hinesc. 
He declared that his country would 
henceforth be leady to co-operate with 
the armed forces of all socialist states, 
regardless of whether ihev were mem 
bers of the Warsaw Pact. B\ this he 
made it clear that mililau co-opeiatioii 
with the Yugoslavs and the Chinese 
could not be ruled out. This sort ol 
suggestion is in breach of the spirit 
of the Warsaw Pact and is bound tc' 
worry the Kremlin an effect which 
it was meant to have. 

Rumania has lt>i some time been 
keen to strengthen its bonds wit'-, 
countries othet than the Soviet Union, 
whether they be China. the United 
Slates or I-rance. Dining Nixon’s un- 
piecedenteil v'isil to Ituuiaui.i also — 
it was the fiist s’isii by an American 
President to a commiiiiisl country in 
peace-time - Ccauscscu had urged all 
coiintiies to lictuidate policies of domi¬ 
nation os'cr others. That barb too, was 
directed against the Soviet Union. 

Refugees 

From Euphoria to Anxiety 

Otir Assam Correspondent tvrites: 
RKKUCCLS hoin Rangla Desh aie 
daily pouring into .Assam Mo.iinvhilc, 
till- eiildioiia ovei ie])oit.s of setbacks to 
the Pakistani ainn in llangla Jicsli has 
pi’tereil out, and has been ie]>la<( (l h\ 
tile haid le.difs ol hiiviiiK to 
lakhs ol lohiuccj,. A ol 

the rrliijioos have luovtHl fioiM the Ixn- 
fitT camps into the interior. U) live with 
th(*ii relalives. Many ol flteni an* still 
uiire^jislenHl—whieh is cansin^ an\ii‘f\ 
not only in the Government hut «tl.so 
iiinoni 4 the people, “Will they fio 
l)ack?’\ is a question that is beirijf ask¬ 


ed everywht're and i.s heeoniing a politi¬ 
cal iriitani in a State wheie tire deca¬ 
des-long migration from Kast Bengal has 
aluauh cieated deniogiapliie prohlem 
'rhe basic leai is that the Assamese 
might eventiialK he ontniimhen-d hs 

llie non-Assainese in thtdi own hoim- 
land, d lu* un<‘asmess lankles in all poh 
tual (|uaiieis ni the .Stat<‘. 

OntwaidK. Ilie pttiple fiiHv tndor.se 
the H'liigee poln v outlined In* tin* (an 
tral (ioveminent which eoinpiises: (1) 
legisliation aii<l slielteiing at ramps. (2) 
aiigimaiting ol resouices Iin ihem 
through int<iiiational assistam-t* (U 

eieatmg conditions foi ictuin ol evaenees, 
and (4) <Misiiiing mtemal peace and 
sec uni V. d his last. ostensihK , has made 
the Stat«' Govcinmeiits ronccaind i<‘- 

(pu'st lh<‘ (aiitie to disjreise tlie le- 

liigees lo othei States Moie than 100 
peisons h.ive .iheady l>ec*ii ariested hv 
ih»* Assam GoM inmeiit. iincl' i the i<- 
levMiil Seciints' Acts, as susjjcjted 
r.ikistani agents said to liave heen lx* 
hmd the ie('<'u( (onnnunal distmhances 

Ind<ed. it seems that the lefugee ie- 
lhi\ lias giM’o ’Vssam .s Congi< sK Guv- 
e’lmieiii .m < \t use to lighten np secii- 
iit\ nieasniev. and g.ig th<* I’less—a pn 
disj)osilioii to which alieads existed 
Last Ainil. a lofal Assamese dailx Ininl- 
pau(<l .1 news ilein o( an assault ol 
stjtiif Assam Saints a Sahha flelei'ates al 
a lailwas [iiintion h\ some .dle'je.i 
iSeiigali V’olmileeis d h<* d.ix llie li' sss 
was piihlislied tli<ie was some conmm 
iial t(‘iisioM wimh was immedial'Is 
hioniiht imd» 1 eonhnl Soon altiiwaids, 
the (ios'einineiit stopixal is''ni!ig .»d\ei 
tisenn'uts to tlu dails and se-ans to ims(‘ 
piessed the in.inau<‘menl into f.ikini' 
aetm.i against tin editoi 

Socialist Merger 

Pure Arithmetic 

THh leaders ol ihe PSP and SSP evi- 
dcntl.N' hope tli.n by constunth h.irp 
mg on b, thex will succeed in Uirnmg 
the non-eveni of a prospeclne mcigei 
helwceii the (wo jiailies riilo ,ui event 
in Indian polities. Just a few weeks 
ago it was li'l out that the eh.uieis ol 
the two patties coming logcihei were 
bright: mote ncently, however, Ihev 
have dimmed What happened in the 
meantime was th.it the PSP refused 
to go to the rescue of Karpooti 
’J’hakiii s i.iiMshai kle .S\'D (loverii- 
meni- m Bihai This promptly won a 
leeuu't in the loiinei Bihar Ulii 'l 
Minister to Raj Narain's anti-merger 
camp in the SSP. This is as good an 
instance as any of the kind of consi¬ 
derations that weigh with the leaders 


of the two ‘socialist’ patties. 

Anti-Congressism remains the Cen¬ 
tre-piece of SSP politics. It has been 
insisting, therefore, that the PSP put 
an end to its ambivalent relationship 
with the Congress. As earnest of this 
it should get out of the Governments 
in Kerala and West Bengal. The PSP 
sets greater store by a kind of unde- 
lined ideological purity. It will have 
no truck with the Jan Sangh and Swa- 
tantra and wants the SSP to have none 
either. But what about the CPI(M)7 
No. not CPKM). With SSP it is the 
other way about : CPIfM) yes, CPI no. 

It should be obvious to the leaders 
of the two parlies that by endlessly 
quibbling over issues of detail such as 
these they aie unlikely to get any 
nearci foimulaling a ixilitical perspec¬ 
tive for the new party that they are 
seeking to create. Yet one issue that 
tliev li.ive reMihitely refused to face 
IS that of the lole of the new party in 
the liiili.ui ixilitii.il system? Of course, 
if wishes were hoises, it will be a 
paitv oi deinoiiatie socialism whieh 
will challenge the Congress on its 
liome-ground by being both more de¬ 
mocratic and more socialist. What has 
to lie s|)elt eiil is what being ‘more 
democi.itic’ and ‘more socialist’ means. 
Till they face tiplo this central task, 
then mcigei efforts will be underpin¬ 
ned bv I \|)eelalious ol a piiiely arith¬ 
metic dggicgalion of their present 

s; pai.lte sup|)oil bases, ’I'his is not much 
to eo on One iie.ii •( iplwr jdiis another 
ne.u-iipliei t aiiiiot \ leld anyilu’ng very 
subsl.uilial 

CSIR _ 

Fresh Controversy 

Oiir Delhi Correspondent writes: 
'I Ills t (aiiieil ol Scientific and Indust- 
imI Ue.eaieti is app.iieiitlv' ill ibe thnws 
ol .1 liisb loiilioveisy. On<‘ of the 
ISSN •- IS Ibe .ippoiiilini-nt of Alma H-Wi’s 
siiiiissoi as Duel toi-G<>neral. Atma 
H.tui who lias bell I the post since 196fi. 
Ill due to leliie in August, Anolber 
issue IS tile (ioveiiiineiit’s failiiie to ini- 
]i|eiiieiil till leeoiiiniendatioiis ol the 
loiMiiiittee ol Diic'etoi.s of tbi' national 
l.iboialoi les .illiliafed to Ibe CSIR, en¬ 
visaging Iei oiislitiitioii ol the execvitive 
tociieils ol the l.iboiatoik's and the in- 
iliiitioii ol iiioie seieiitists into tbein. The 
II eoiiiuieiulalioii was eiidorseil by the 
goviiiiiiig bodv ol the CSIU in July 
last ve.ir. 

Ill a lellei to I’lime Mnisler, the 
Directoi.s h.ave iirg-'d an early decision 
on llie aiipointineiit ol a new Director- 
CiTieial. CSIR souiees interpret the de- 
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lay in taking a tlecision as iiidicatiiig a 
possible extension of Atnia Haul’s 
tenure. 'I’his wonkl, liowc’ver, mean 
eoiitinnation of lh<’ present stiaineci le- 
lations between tbe Direetor-Ceneial 
anil tbe beads of tbiferenl divisions in 
the CSIR and tbe IJiri'ilois of iiKiny 
of the national laboraloiies. 

Faibiie to iitipleinenf (be decision to 
reeonstitnte the ey<-eiiliv eonneits of 
tbe national laboialories has alieadv 
inaried the snicKitb woiking of some ol 
these laboralories. I’loininent among 
these aie the National Hotaineal Ciaidens, 
at T.iieknow. the National Gc opbvsie.il 
Laboratory and the Hegional Heseareh 
I.alxiiatnry at Ilyd'iabad. Thisse l.ibo- 
ratoiieS arc‘ lepoiti-d to have done 
hardly aiiv reseaieh woik lor the last 
two years. 

That leseaieb violk is not held up 
on aeeoimt ol .sboitair'- ol limds is 
ilhistrated by the l.iet tb.it m the last 
thri-e years, out of I’lan alloeations ol 
Hs 50 eioies oiiK Its 20 eioies have 
bc'en .spent. While th" hinds he nmili- 


BUSINESS 

Time for Sonic 

DKfsI’ITK all its delects, not all ol 
them iniavoidalile. the Heservc' Hank’s 
ereclit policy loi the 1070-71 buss- sec- 
son did pic'vent a leemienee ol a run 
away eiedit esiiansion ol the kind that 
oeeniTecI in the 1009-70 busy se,cson 
llelwen the end ol Oclobi'i 1070 and 
April 1071 — winch is the tiaditconal 
busy season -- liajik eiedit c-\pandc d 
Ll>:„lLs 413 eioies to Hs 1050 eiores. 
■against the' esjiansion ol Hs .578 eioies 
to Hs 1071 eioies noted m the' 1000-70 
bus)' .sea.son. Ag.imst this backgicnnid, 
the- jioiiit Is now being made, among 
otheis by eert.iin emnient bankeis, lh,it 
it is high time th.il the He.seive Hank 
loosened its giiji on the b.uiking system 
UmleiKmg this di maud is a leai th.it 
the slac k season ol 1071 might tiiiii out 
to be too sl.iek, In Mac 1071 eiedit 
cAti.indc’d 1)\ Its 2*) eloli's ,eg.oust the 
ayeiage incnitliK c ledit exp.insion ol Us 
60 eroies dining the bns> si'ason. In 
May 1070 b.ink ciedit h.ul exjiaiided In 
Hs 71 c'i'oies against the inonthK avei- 
age C‘\paiisiini ol Hs 00 eioies in the 
1000-70 bus-) sc-.ison. 

The cjiiestion is: howe vet sl.n k 
the demand loi ciedit, how well ))laicd 
are the banks to meet it.'' The eiedit 
deposit latio at tbe end of May 107! 
at 77 per tent \sa.s tv\o perccinlage 


lised. research in food and eleclronicji 
has suffered and the projec:ts of the 
Hegional Heseaich 1 aboratory at Hyde- 
1 abaci have bec^l slashed. No work is 
being done at the Central Meehanicul 
Kiigineering Research In.stitule either, 
its Diieetor haying resigned. 

This state of affairs is likely to con¬ 
tinue until a new Dirc'ctor-Gcne.ral 
adopts a fresh uppioaeh to the jirobleims 
lacing tbe CSIH and is succe.ssfni in 
lesolving the deadlocks which aie hold¬ 
ing III) impleinentation of decisions 
which have been agiccd upon. A huge 
nunibei ol the GSIH staff are also un¬ 
happy over the eompartmentalisation ol 
stall into “seientilie and techii'cal ” and 
"leseareh and non-researeb” eategoiies. 
Snell distinetions aie described as “aiti- 
fieial” and not tsiiiilueive to tbe smooth 
fiinctioiniig ol the fhSIR. In a joint 
memoiandnni to tbe Prime Mmistei 
ovei 200 seientists are iinileislood to 
have exiiressed then opposition to wtial 
tiles eall the “taste system" pievailmg 
111 the Council. 


Credit Planning 

p.iints above that ])ievailmg a ye.ii ago. 
I he paiaclox ol a liigher credit coinmil- 
iiieiit despite a Iciwei si'asoiial eiedil 
espaiisioii is easily cxplainc'd. 'llie busy 
season ciedit exiiuiision vs as ])ieeedi il 
bs all imiireeeclenleci credit exiiaiisioii 
ol Hs 102 eioies dining tbe 1070 ‘.slack’ 
season against an c.vpansion ol Hs 31 
irons III tbe slack season ol 1000 
Clearly, tile oveie.steiided position oi 
the 1070 slack sc.ason, lollosvnig the 
stiipeiiiloiis credit espansioii cil 1069-70 
(a lecesstori seal!), leniams to be I'oi- 
lec ted 

I he ,11 giiiiieiil loi lelaxation ol ereclit 
coiitiol IS. however, liasecl on expi'eta- 
lions of ,1 deposit surge. Bank dejiosits 
li.ivi . it IS tine, swelled 1i> Hs .528 iiciies 
to Hs 0080 eioies dining the seven 
months ended May 1071 against an 
c s|)aiisioii ol Hs .'>71 crores to Rs .5102 
eiores ni the eoiies|iondmg peiiod ol 
the pievioiis yeai. Hut the high ireil.t- 
deposit ratio at the end ol Mas 1971 
IS tmiol tliat even the largei growth ol 
di'Iiosits has heeii inadecpiate. That 
a|)art, it m.iy lie asked whether the in- 
eiease in tli'inisits trmn now on .should 
not l)c used to wiiie off tlie hanking 
system’s indebtedness to the Hese-rve 
Hank? At the end of the 1970 busy 


.sea.son, the banking system’s borrowing 
from the Reserve Bank stood at Rs 150 
crores. The outstandings were lower a* 
the end of May 1971 at Rs 131 crores 
but have tended to rise from that low 
since. The figine is likely to rise fur¬ 
ther from iiosv on because of refinance 
of advances for food i)rocurement. 

In asking fur a relaxation of credit 
control, therc'fore, wh<it banks are re¬ 
ally saying is that they should he allow¬ 
ed not only to carry forward for all time 
the high level of Reseive Bank refinance 
for food proeiiremeiit, but to increase it, 
and use additional deposit resources for 
i‘xpaiidiiig advatiees in other fields. It is 
true that at one time food procurement 
finance was a Budgetary responsibility 
of the Central Governinent which has 
sitiee been .shed on tbe ba'nking sy.stem. 
While it would be a valid criticism 
of tbe Goveiiinieiil’s fiiumeial manage¬ 
ment to say that tbe sliediling of the 
lespoiisibility lor lood pioeiiiemenl has 
ill no way eiiibed its cli'iieiidenee of 
clefiiit fiiiaiieiiig, the aigiimi-nt cannot 
be extended to suggest that tbe fiiiaiie- 
iiig ol the iiiaikel.ilile siiipliis m lood- 
giams is iiol a banking lesjroiisibdily 
I’et the buiikim' sssleiii b.ls Icceli liyiiig 
ill sliiik tills re.sx'onsibiliiy, thanks to tbe 
Heseive Bank’s libelal telinance policy. 
Wdb di'iiosits using, surely the Reseive 
H.ink should iioss' tighten its lefinancc 
polies loi food pioiuienieiit. 

This IS tbe was to iii.ake the banking 
system aware of its responsibility to 
allocate scarce lesomees Unfortunately, 
Ihe Heseive ll.iiik ilsell has tended to 
leeci the b.iiiks on tlie iiis lb ol amplitnile 
cil le.souiees. I low else c an one explain, 
loi example, tbe laet that eollon mills 
weie allowed lo boiiciw to the hilt long 
beliiie aiiivals iclelasc'cl) ol Iiidi.m 
cotton and iiniiorled eoltoii bad eiHil- 
meiic ed '' 

Bankets ooze ssmpaths lor inilustry's 
eiedit recpiiiements to eoveer higher 
costs, jiiehiding those arising from 
be.iviei dileet and iiiclu'eet taxation. 
Blit they have to be made to fall in line 
svilb Ihe I'in.'inee Mmistei's strategy — 
meuli'iital. as il bai)i>etis — ol using the 
fax axe lo eboi) tin: potential lor piitx* 
e.sealation. Old habits die bard. .Anil 
the Heseive Bank, iintoitimately, is un¬ 
willing to impart the loiig-delayi'd shake* 
111 ) to bank i-xeenlives. 

Shipping 

Paying for Expansion 

THE luoiiosal to withdraw the di'velop- 
meiit rebate alter May 1974 has been 
assaileil on tbe ground that it will affect 
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tho invostnu'iit plans of industries. The 
protests ol thi- shippiii}; industry have 
been among the loiidest, undorstaudahly 
^because shiirping has enjoyed dovelop- 
itient rebate on the most generous scale. 
Development rebate was available to the 
.shipping industry at the highest rale (40 
per cent) which, tor a highly caiiital 
intensive industry, was nothing short of 
a bonanza. During the len-yeai peiiod, 
1901-1070, cc’rtain niajoi shipjiiiig euni- 
panies, which made an I'pi-iating piofit 
of Rs 130 erores, paid ta\ of only about 
Rs .I erores instead ol the Its 70 cioies 
or .so that they would iioimally have 
had to pay. In other wools, the dive- 
lopment rebate made available to these 
companies ovei Its 00 eioies loi use 
to finance Iheii expansion on which tlv 
investment made during these 1< n yeais 
amouiiled to Its 17.') eioies. 

The shipping indu.lr', is eoiieeiiied 
about the tnoposed witlidniwal ol Ibis 
substantial lax eoneession aint h.is le- 
pre.sented to the Euiame Minaler thal 
the re.siiltaiit diain on its lesoiirees 
would alfeet its eapaeits to iinplemenl 
the expansion piogramnie set out loi 
the iiidiistiy. Taking nilo aeeouiif the 
nature ol the indiistii, its e.ise de.seivis 
eaietiil eoiisid<-i.ilion. Ihoiigh thinking 
in the iiiattei need mil ii eess.irib be 
ni tennis ol resloiutioii o, the devilop- 
ment rebate. 

The shipping jndiistiy s ii ijiiiieini'iil 
ol lands is adiiiittedb huge. Itiil v hat 
propoition of tliis .should be met mil 
1)1 goveiimient leveiiiies and what inn- 
jiortion shouUI Im- inovidi d by the 
shareholders ol the shipping loinpaiiies'’ 
t)f the Rs 17,') eioies invested bv the 
shipiliiig eonipanies leleiied to abovi 
during 1901-1970, only its 3 eioies i .une 
in by way of fresh eapit.il eontiibiitioii 
while the balaiiee w.is iii.id'' nii ol 
loans and .sell-aeeiii.ils (nvei Its 00 
erores coining from the tax rebate). 
Clearly, the shaieholdeis hav,‘ to be 
made to put in ,i gieatei efioil III. in tins 
to fiiiiinei' tutiiie exiiansion, the hem- 
fits ol which ultimately .leeiiie to tin in. 

The other eonsideialion whn h needs 
to be kept iii mind while assi’s-mg the 
impact of the diseontiniiame ot the 
development lebate on the tutiiie ex¬ 
pansion ol the .shipping mdiisliy is that 
as a result ol the geneioiis develoimient 
lebate and the libeial .iv.iil.ibilits ol 
loans from the Shi])piug Development 
Fund Committee shipping e.iiniiuiiies 
have been flii.sh with money. This is 
clearly brought out iii the aeioimt.s ot 
.shipping eonipanies which show veiy 
large sums ol money inve.sted ni exlia- 
shiiiping aelivitii’S. 

Any diseussioii of the coiisei|Uciiees 


ot the ending ol the systeim ol develop- 
innit lebate toi the shipping indii.stiy 
and of alternative ways of meeting the 
iiuliistiy’s iinaneial rcijiiireiiients foi 
expansion must thus take into aieouiil 
the need to, (ii.st, exi'it piessuie on tlii’ 
shaieholileis ol shi])piiig eomiiaines lo 
be.n a substantially huger share ol Ih.' 
financial bin den ol expansion than they 
have done so iai and, second, mop up 
the smpliis lii|iiid resoiiiees available 
with shipping eoiiipaiiics. Within Ihe.se 
eoiisliaints, the tiovernment needs to 
loimul.ile a poliiy for meeting the 
financial icipiiiements ol the industiv 
lor expansion- and this should be done 
well III ailvaiicc ol May 1974 when the 
ctevelopnieni leb.ilc is to bi- discontinu¬ 
ed, 

Hindustan Lever 


Social Objectives of Business 


TUB annual .statement of the Chairman 
ot tiindnslan lever, V G Rajadhyaksha, 
altemiits a social audit of hi.s com¬ 
pany inei ihe last decade. In this 
audit the company presents .i good 
picture of Itself in the areas ot Indian- 
isatioii. import substitution, agricultural 
extension and management develop¬ 
ment. The .setting up of plants in 
backward areas wheie law material.s 
aic available m can be developed oi 
the farming out of parts of iclativciy 
unsophisticated operations (like pack¬ 
ing! to small-scale industries are of 
great interest and. if succe.ssful, can 
achieve a happy marriage between the 
inleiests of the large-scale and small- 
scale sectois. This kind of blending 
li.is oci'inicd so l.ii mainly in lahonr- 
intensive industries like electronics. 
The moie this apptoach can be ex¬ 
tended so that the large-scale manu- 
t.iitiiH'i com ciiti.itcs on ojxaalional 
areas where his size yields economies, 
leaving tlic lelativcly unsophisticated 
areas to small-scale units, the greater 
the social bendit This will, at the 
same time, permit expansion of such 
large businesses, which may have been 
held back because of limitations on 
capacity. The experiment proposed bv 
Hindu.stan Lever will he closely watch¬ 
ed foi the lessons it may h.ive loi otliei 
similar large corporations. 

It IS in a business audit, as against 
a social aiidi'., that Hindustan Lever 
docs not come out qtiite so well. Over 
the decade, iis turnover has expanded 
by more than 200 per cent, hut profits 
.have not shown anything like the same 
i.icrease. Admittedly, this is because of 
a sharp risi in the price of vegetable 


oils. The company could have protect¬ 
ed itself by di\eisihcation into other 
industries where oilseeds did not play 
the same importance so that, at the 
end of the decade, the importance of 
soap and vanaspati to total bu.siness 
could have been reduced. The company 
does not appear lo have attempted 
this to any significant extent. F.xpansion 
into .svnihetic dctcigonts has made some 
difference, but over the decade the 
major new investment of the company 
has been in milk piodiicts. In retros¬ 
pect, this cannot but appear as a seri¬ 
ous misiiidginciit by th<' (xmipany’s 
management at the beginning of the 
sixties. Indications that milk and milk 
products were going lo be more or less 
leserved lot the co-opeiativc sector 
and thal dames were going to be esta¬ 
blished by Stale Governments in each 
State were alrcadv available hv the end 
of Ihe Biist Plan. Further, private col- 
Icetioii of milk is a notoiiously diflicult 
business because the milk supplier has 
other avenues of disposing of his milk, 
especially iii the lean sr'ason. Entry 
into the lield of milk products thus 
Ijrovideil no escajie from the raw 
material problcm.s plaguing the com¬ 
pany’s vanaspati and soap business. 

This IS not to detiact from the sigtii- 
lic.ince o) the company’s accent on so- 
ei.il obiectives. liven from a purely 
business point ol view, lliis accent is 
cssciil'al for a large corporation such 
as Hindustan Lever, especially one 
which IS substantially foreign-owned. 
But the ability lo siiecessfully pursue 
social objectives will depend, in the 
nltimale analysis, on the soundness of 
the basic business ilecisions and the 
eoriectness of the sti.iiglitfoivvard bu.si¬ 
ness policies. The experience of Hin¬ 
dustan Level 111 the sixties bears this 
out. 

Company Law 

Protecting the Shareholder 

A Correspondent tvrites: 

III!', iiiipoil.uil issue ol sfuiieholder pro- 
teilioii li.'is leei ived a (eit.un auioimt ol 
attention iceeutly. fiiven tile eOiporate 
loiiii ol l■oulp,lll\ oigaius.ition and the 
Iialiiie ol (Oiiipaiiy uian.igeuieiit, it is 
iiievil.ilile tli.il coiiipaiiy luauagemenls 
sfioiild ciijov a coiisuleiahle .idvaiilage 
ovei oiilsideis, including in this groiil) 
shaieholdeis, m lu.iiiit.iuiiiig control ovei 
the all. Ills ol eoiiipanles It is as a eouii- 
leiv'.iihiig lour lo this |l■lld^•llcy that the 
eoniji.uiv l.iw ui|iiiies that uiiditois 
should hr .ippointed .ilir.sh by a .shdie- 
luildris’ u'sohitioii rvriy year and that 
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their reinuneratiuii as auditors should he 
separately approved and shown in the 
accounts of a company. The auditors 
thus have a crucial role in protecting 
shareholders, a.v K T Merchant has re¬ 
cently pointed out in his writings 
(“Payments to Auditors", June 5, pp 
1119-20) and speeches at annual general 
meetings of companies. 

In India the prohleni ot shareholder 
protection is further complicated by the 
fact of concentration oi voting power 
in various private hands. In lact, this 
control is so strong that even institu¬ 
tional shareholders liki- LK' and UTI 
hav<- heeri fiiistrated in their attempts 
to push through mueh-neeiled changes. 
Some iiims of auditors are also closely 
identified with jiarlieiilar business 
groups and when partners of a firm of 
auditors join the hoard of a company, it 
is taken as a prelude to the company 
pa.ssiiig into the hands of tin- business 
group with which the firm of auditors 
is identified. While one can understand 
the institution of ‘hou.se hiokers’, is it 
in keeping with the professional r'thics 
for firms of aiidilois to he identified .as 
‘house auditors’P 

The practice of ‘house auditors’ is all 
the more dangerous because, as has 
happened not only in India hut also in 
other countries, there is coiisideiahlc 
di.scretion iiivolvi’d in preseiilalion ol 
accounts ot companies. Theic are known 
cases of valuations ot stocks (soyabean 
oil in the- US), ot treatment of ‘sales’ 
(Pergainoii Books) and of other valua¬ 
tions (AEI in the UK) which have 
.shown that accepted accounting prac¬ 
tices are not always sufficient to pro¬ 
tect .shareholders. In India, auditors 
almost always acceiit inventories as 
valued by iiiaiiagemeiit; it is not certain 
it the auditors at any point try to satisfy 
themselves that the valuation is fair. 
This makes nonsense ot all piofit .ind 
other statements ot companies. Un¬ 
fortunately, unlike in the US aiiel the 
UK, imilessioiial organisations ol ac- 
ceiuutants have not taken a clear stand 
on i.ssues of ethics. SiU’iice evidently is 
literally goUlen her<‘l Instead, as is typi¬ 
cal ol this country, we have got hog¬ 
ged down ill issues ol large and small 
firms ot auditors, of pie-emption of 
audits by large lirnis and of nationalisa¬ 
tion of the audit business 1 

In this connection the, role of share 
brokers also needs to he esannned. 
While soliciting of subscription to share 
capital is subject to stiingent disciosurc 
requirements, like tbo.se reiiiiinul to be 
made in prospectuses, uiidei the Com¬ 
panies Act, the soliciting of depo.sits 
from the public is almost totally un¬ 


trammelled by any obligations on the 
coinpanies. At one point the Reserve 
Bank intervened in its typical elephan¬ 
tine way by imposing a limit on the 
amount of such deposits, promptly to 
nullify the restriction by allowing large 
loopholes. As a result, the restriction 
hardly helps the dei>ositors, for whose 
iH-nefit the Reserve Bank had initially 
purported to act. 

The icsult is that share-hiokers go 
about touting for deposits with compa¬ 
nies, without any responsibility for mis¬ 
feasances in tlie use, of the funds. To 
rectify the situation, it is nccessaiy, 
firstly, that the Stock Exchange makes 
an intpiiry into all deposits obtained 
through broker solicitation, aiul the 
Covemiiieiit lakes action against brokers 
who have failed to ensure protection 
to deposits obtained through them. II 
is time sliaie-hrokers were iiiude to lea- 
lise that th<-ir fuiietiun is not only to 
earn coiuiiiissions, irrespective of inis- 
leasaiu-e by companies in the use ol 
the depo.silors’ lunils. Secondly, compa¬ 
nies must he asked to .supply to de¬ 
positors ami file with the Regi.sliar the 
same information as they are requiicd 
to provKlc loi a share issue for every' 
tranche of Rs 10 lakhs ol deposits 
obtained 

This also raises the is.sue of ‘iiulepen- 
deiit’ diu-ctors on boards of companies. 
Ill the ca.se ol Synlheti^^s anti Clieiiiieals, 
in the disjuite tictween the main part¬ 
ners, tile imlepeiideiit diicctors look 
the sitie ot one partner though this was 
not in thi- interests of ‘outside’ share¬ 
holders whose interests such diieetors 
are expected to uphold, lii the case of 
National Rayon, again, the independent 
directors aie clearly identified with one 
or the other of the two warring gioups. 
Ill other cases, where matters tend to 
get on the wrong side of law, the out¬ 
side direetois rpiK-tly slink out of the 
eompaiiies, leaving those who have 
invested money in the companies on 
the stretch of their association to fend 
for themselves as lit'st as they can 
against unsciupiiloiis promoters. 

It is obvious that the mecliJiiism foi 
irrolecliiig shareholders i.s weak. The 
so-called Shari'holders’ Associations (ex- 
cejit (HU- Ol two, like the one in Ahmeda- 
had) are essentially .share-brokers’ 
lumps, intended In further llu'ir business 
iiitcn;sts. The Oimp.iny Law Board, 
with iWHii and inadequate staff, ha.s 
hardly been effective iu preventing com¬ 
pany mismanagement. ’I’hc only two 
alternatives left arc for institutions like 
1,1C and UTI to take a more active 
jiait at shareholders’ meetings and foi 
the. Companies Act to be amended to 


strengthen the hands of minority share¬ 
holders. It is time action is taken on 
these lines at an early date. 

National Rayon 

Banks' Votes 


THE drama of the National Rayon Cor¬ 
poration proxy fight, it appears, is like¬ 
ly to he re-enacted this year. The views 
of the contending parties have begun 
to get wide publicity in the Press. And, 
to support this, advertisements have also 
begun to appear. 

In last year’s proxy battle, Kapadias 
emerged clear winners, so far as elec¬ 
tion of directors was concerned. How¬ 
ever, Kapadias have not been allowed 
to enjoy the fruits of their vistory. The 
Boaid ot National Rayon is equally 
divided between Chinais and Kapadias, 
and llie easting vote of the Chairman 
lias been .faithfully cast in favour of 
Chinais. Moreover, the company, with 
Cliiiiais’ new-found faith in professional 
managi'iiii'iit, reappointed two employees 
as piolessioiial directors, though thr^ 
majority shareholders (Kapadias) had 
voted against their continuance at the 
gcmsral me<-ting. 

The two ‘professional’ directors come 
up for le-appoiiitnient again this year. 
One can queslion the (Ethics of a Board 
co-opting individuals defeated in com¬ 
pany cli'ctions, as such co-opting could 
fnisirale majority shareholders for a 
considerable length ol time. Moreover, 
K M D Thaekersey, an ‘independent’ 
(that IS, Chiiiai) direi-lor, is duo for le- 
eleetioii. In Ihe normal course, Kastiir- 
hliai lailhhai would preside at the 
annual geneial meeting. But Kapadias 
find him loo ‘comniifled’ lo Chinais and 
piopose to oppose his taking the chair. 

But there is a joker in the pack this 
year, in the form ot the voting power 
of 80,000 -shares held in the names of 
hanks. Since Kapadias have used bank 
funds to obtain their controlling interest, 
the bank vote alfecls their voting power. 
Last year, as was noted in this journal, 
the custodians of iialioii.’ilised bunk used 
their discretion lo vote as they liked 
(the results of this, curiously enough, 
went in favour of Kapadias). The banks, 
or lather the Resei-ve Bank, will have to 
think how the votes will lx; cast this 
tim<-. With a tie on the Board, the 
election is crucial to the future of Na¬ 
tional Bayun .ind its outside share¬ 
holders. In a sense banks will he making 
a judgmrat on whom they want to en- 
Inist the control of National Rayon 
w^th. It is time the Reserve Bank defines 
clearly the issues involved and takes a 
finn decision. 
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Waiting for Action 

Romesh Thapar 


IT seems irrelevant to write about luiy- 
thiiig but Bangla Desh uiul th<' eriticdl 
situation developing in Kast India as the 
refugees lX)ur aeross the border. The 
steady swell of tlie upr<K)ted into a 
tense and sulliai Calcutta, and tlu- 
threat of epidemics like the dreaded 
cholera, create tlie kind of desirair that 
cap change, suddenly into insurgency. It 
is clear that the Centre must boldly 
face this reality and attempt in a few 
swift moves to give the people in the 
East some confidence that these pro¬ 
blems will be tackled, whatever th(! 
cost. No such confidence exists at the 
momtmt. 

Ironically, as a first stei), the ruling 
politicians at Delhi will have to suspend 
the activities of their dear friends and 
colleagues among the politicians in the 
East. The existence of an emergency 
will have to he fonnally recognised. 
Administrative and executive, irower will 
have to pass to task forces equipped to 
do the job of control, co-ordination and 
reorganisation without fear or favour — 
the sort of style which is the anti-thesis 
of the politicians life and philosophy. 

This emergency will have to continue 
until such time as the lefugees — that 
means some 10 million people when it’s 


all over — are assisted to return to their 
homes, .\nil ‘assisted’ means, in fact, 
either by negotiated agreements or by 
ggreenients dictated by force of anus. 

The (ioveiniiM-nt of India is being 
eoinpelled b>' events to face thc.se pers¬ 
pectives despite all the built-in tenden¬ 
cy to drag its feet, to watch events, to 
stay squatting lor ever and ever. Of 
couise, il we have a death wi.sh, we can 
continue to wallow in tributes to our 
supposed ‘tact’ and ‘patience’. All that 
the world is in fact saying is that our 
credibility as a serious nation is in 
doubt. 

But, then, surely we will act when 
Pakistan’s eeonomy is in the doldrums, 
when the Himalayan passes are frozen 
and when the monsoon rains stop. All 
these factors coiiveige towards tire end 
ol U)71. 

But can the situation hold until this 
histone convergence. It is here that the 
sjreculation will be intense. All thu.se 
who dining the last two crucial months 
dela>ed action because of their econo¬ 
mic, mihtaiy and eliinatic hunches fail¬ 
ed to assess the dimensions of the pro¬ 
blems wliieli would develop as a result 
of non-action. Ten million i>eople. Six 
months of eiitical care. And tensions 


galore among the 550 millions hosting 
the 10 millions from across the border. 
To survive this challenge, India will 
need all its reserves of strength. 

The w.iy things are going at the ino- 
nient, son would think w«' were involv¬ 
ed ill some temporary catastrophe. No 
mobilisation at any popular level lias 
been attempletl. Even the iiilonnation 
media are not being directed in such a 
way as to make the mass of the people 
rculi.sr their diit> during the crucial 
mouths ahead. We are carrying on as 
il our present marginal efforts will be 
adequate. 

Small wonder, then, that the satraps 
oi the Gentle in the East are in panic. 
The PM will have to use her weekends 
lor niorale-hcMister visits very much 
more Irequenlly. Maybe, Foreign Minis¬ 
ter Swaraii Singh may bring back some 
cheer fnau his belated and seemingly 
pointless tour of several iiniiortant capi¬ 
tals. Maybe, the UN may be pressuris¬ 
ed to move more solidly in aid of the 
upiooted. Maybe, Pakistan will be fur¬ 
ther isolated as a genocidal criminal. 
Maybe, the Mukti Fouj will show its 
skills. 

Maybe . . . iiiaylie ... maybe. In the 
final analysis, everyone with a modicum 
oi political ballast knows India 
must act with oi without support, what¬ 
ever the odds, or go down with Pakis¬ 
tan. 

June 7 
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MARKETS 


False Alarms 

Nishtar 


TIIK slock iiiaiki'l li.is slill lo ictovci 
froill UlC llM<lvIcl.(l\ (lull I lie ITllll-VVCC'k 
i.illy iiuliiicd ismiiImIK liv tccliiiK.iI 
coiisidcralioiis has hciti too Icclilc to 
make an\ iiiipail on iiiaiket stiitniieiit 
w'hieh leniams niiseltled lieeausi* of tlie 
ildvcise entieism ol ihe hiulwt jnopo- 
sals ft is said llial the Imduel is not 
Kiow'tli-oi leiited and liiat it sviil t^eiK*- 
rale .1 new loiiiid ol ta.x-mdiiced iidia- 
lion. It is artiiied that Ihi' nieiease in 
person.il lasatioii will lednti' savings in 
tire hands ol the peoph .uid aet as a 
serious deleirent to liiithei inv(‘stiiienl 
atirl that tlie l.iieei hiiiden on tlie .,oi- 
porate seetoi will vitial" the ehinale lor 
new mvestineiil .iiiil woiihl .ilh et capital 
fotniation and slow down the rate ol 
indnstiial Hiowlli I In Ihie.ilened with- 
(liawal ol the developineni lehate altei 
VIa\ 1971 has (nine in loi shaip eritie- 
Isin. II IS .nt'ned lhat since it t.ikes a 
lorn’ time loi .III iiidnsliial In cnee lo 
rrnetily. Ihe ))ioiiosed uhohlion of di ve- 
lopnienl O’liale will lead to deeehnatnjn 
ol piojeet plaiiniiu! .nlivitv. Il would 
thus not only ael as ,i lullin' deleiieiit 
hut .ilso )iiove a euiient deleiieilt lo 
eeononne I'lowlh 

d’hi' hnditel does (onl.nn soiik' inn 
pleasant leatnies hut il snlleis inoie 
lioni wh.it il has lell midinie th.in what 
it h.is done \A'ilh peisonal and eoipo- 
lati tax.ilion estini.iled to \ leld only 
ahoul Hs 27 eioies in 1971 72, the piiie- 
1\ lin.uiei.il iniplie.il ions ol the hiidoel 
piopos.ils should not he seiions. lint 
the ennneni las lawM'i, N A I’alkhivala, 

h. is I’one lo the eslnil ol st.ilni^ that 
the "hiidnel will s.ip the nation's 
stienttth. liliyhl eonliih'iiee and str.iiirth' 
I'lileipiise" I’ei h.ips not ni.nis soher 
peisons will t.iki I’.ilkhiv.ila s ciltieisui 
seiioiisK, siiih eiilieisin is not ealtulat- 
ed lo inoniole tin lIiiii.iIc lor invest- 
nienl. A v.isl shelten d niaiki t should 
iioinialK piosule snlla lent ineenUve lot 
entiepieneuii.il initiative .iiid industual 
fjiowth. What h.is hei'ii holdinj; h.tek 

i. ipid indinhial rtrov.th is Ihe jioor pei- 
foimaiiee ol pnhlie seeloi enteipiiscs. 
The hieidenei' ol l.is.ition loiild he 
eonsideiahlv lediieed il the piihlie sei- 
loi (oiihl rteiierale lesoiini's loi deye- 
lopiuenl. 

It IS not leallv the luulHel.iiv imposts 
whidi .ue woiisini; the stock inaiket 


most The market is lar mole eoiieeinid 
•ihonl the likely iniplK ations ol Ihe iiii- 
eiidim' influx ol lelnjlees liom KasI 
lleimal wIikIi has iiealed a eiisis loi 
liidi.i- 111 pnieK financial teims. tin 
hniden ol reluHee eaie ean he eiushinn. 
Hut the lelmtee piohlem has mans olliei 
distiiihinU .ispeets. Jt airjreais that 
caution H.iys will eontmue to ll> in lh<' 
stork iiiaikel lor some time This does 
nol me.in lhat the muikct will heat a 
letieal lioni the eiiirenl positions. 


Lustre Taxed Away 

IT has hem an altot'ether unexi iling 
week loi I'otton. Jhisine.ss was ol a 
loiitine nature with mills evmeing 
gie.iter inleiest m vaiieties ie(|uiied loi 
the in.inulatiiie ol eoiitiolled cloth. 
I'liees moved lather irregularly hut tlii 
undeitone w .Is distmetly steadier. Condn 
liirns 111 the |iieeegoods maiket have 
impioved a little, yiiahty eottons have 
heen gelling scaicei with the .idv.mii' 
ol the niaiketiiig season. Industiy eon 
tinues lo eoniplain ahoiit ereihl eiiihs. 
While eiidit nei'ds of the weakei uiiit.s 
deseive s\ injiatlietic eonsideiation, credit 
loi stork aeenmntafiini, he it law m.rte- 
lial Ol fniishi'd goorls, needs lo he kept 
niirlr l r losi- sr inlmy. This is all the 
mole neressair when the raw inateiial 
siippK IS not ronilortahle 

The m.iin topic ol rliseussion this 
wr'ek has hei'ii thr' situation aiismg out 
ol the sleep use in excise rluly on staple 
fihie. Out ol till' ■1,5,()()() hale import 
ipiola, oiilv 5.()()() hales have hornc llii- 
old dills', Ihe lemainmg 40,()()0 hales 
will have to heal the r'lihaiicerl duty. 
Ol these 40,()()() h.iles, 10,000 bales 
have ah early ariiverl, anolher l.'r.OOO 
h.iles arc on the high seas and the re¬ 
maining l.'r.OOO hales air' still to he 
shipped. .Staple fihre has lost much ol 
its eailier alti.ietion hee.insr' ol the eii- 
liaiired levy. 

Mxiioit arlivilr h.is heen neghgihle 
,nid mleiesl in loreign lottoiis .ilso was 
pool. Kxpoit sales m Ifengal Deshi legis- 
lerr'rl this .season up to .Iimi' .arc plac¬ 
ed at 100,192 hales againsl 198,700 
haik'.s ill the same ireriod ol last season. 


Imports up lo May 22 am placard at 
2.47 lakhs against 5.58 lakh hales, hut 
ligures foi the current .sca.son do not 
rr'veal the rsirreet position. This is be- 
e.iu.se liguies ol cotton hnports through 
Ifomhar aie only up lo November 20. 
Why the tiolleetorate of Cmstoms of 
i’oits eatmot hring the Honibay figures 
up to dale IS rlillieiilt to appreciate, 
ttnoliieial sources estimate imports at 
aiound 1.89 lakh hales. 


Why Not Cheaper Vanaepatl? 


t)ll..Sr,F.1XS and oil piices have eased 
Imthei I'liichiafions m castor and lin- 
seerl Inimes have heen erratic but with 
hulls e.igr'i to li.ghten tlieii commit¬ 
ments oil a lally, the geiieial tone has 
her'ii disInir'tU siihdiir'd. Castor liiturcs 
have her'ii uiidei eoiisirlerahle pressure 
het.uise ol l.itk ol liesh export dcmanrl 
lor oil .Old easiei Biaziliaii .advices. Spot 
Dll purr's have moved m ail extrenir.ly 
iiarinw i.uige. with gioimrhmt oil fluc- 
tualmg lietwei-n Hs 4,125 and Rs 4,025 
(pel toniir'), Imseerl oil between Rs 3,550 
,iiid Its S„50l) and castor oil (coinnit'r- 
t'lal) between Its 2.800 ami Rs 2,750. 

While the net rleeliiK' ovei the week 
has been mnrlesl, the maiket has deve- 
lopi'd .1 distinctK .soli tone. Reports 
liiini all ceiities ])rodueing as well 
.IS r niisi lining renties — point to com- 
lintahlc suppK all roiiiiil. This has had 
,1 maikrrl imp.iet on geiuTal market 
ps>cliolngs. Neithri the industry nor 
the tiade is meliiied to carry large 
stocks I'liiaiicial sUingimcy apart, the 
siilidui'd tciirli'iii y in spot prices has 
made stock .iccuiiiulalion unattiaclivc. 

Dcsjntc the easier tendency in edible 
ml piK'i's, vanaspati prices have heen 
kejit uiirhaiigerl toi yet another fort¬ 
night. lusle.irl (it cHeefing a cut in 
vaiiasp.ili prices, the Government has 
lerlueed the use ol che.aiier soyabean oil 
liom 9.1 per er'iit to 4 per cent in the 
western /one, liom 13.8 per cent to 9.5 
jiei rr'iit m the eastern zone and from 
14.0 per cent to 5 per cent in the 
iioithein '/.one. Vanaspati units situated 
III the southern ’/.one ai<' not given soya- 
beau ml as groimrlnut oil is available in 
pleiitj i'll that area. In view of the very 
eoinloitahlr' supply position of soyabean 
ml, the Goveriiinent would do well to 
allow larger ii.se of iniporled oil and 
1 educe vanaspati lU'icos. 
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COMPANIES 


Subsidy from the Exchequer 

Hansavivek 


SOUTH INDIA VISCOSE is taking 
steps to implement its staple fibre expan¬ 
sion scheme (inchuling production of 
polynosic) from 10 to 50 tonnes per day. 
A 'letter of intent’ has been obtained, 
and the cost, economics, and other tech¬ 
nical details, are being examined both 
by the collabonitors and the coiniiaiiy’s 
technical staff. Production of rayon 
grade pulp reached rated capacity, ol 
60 tonnes per day, in July last year. At 
present, movement ol surplus pulp is 
slow on aeiount of libeial issui' cf im¬ 
port liccrictis to other indigenous rayon 
spinners, the only consumers ol the 
company’s product. lU'piesentations have 
been made to Government to restrict im¬ 
port of pulp. Tamil Nadu Government 
has been requested to continue the price 
and conditions lor sale; ol jiiilp wood 
ol the original agrcs'inent. Also, the 
conqiany has asked for allolnieiit ol 
additional area of loiesis in view ol its 
reaching laled capacity in pulp inodue- 
tion. Govi'ruiui'iil of Jndi.i has approv¬ 
ed the collaboiatois’ claim of about Us 
96 lakhs lollo« iiig tb<' inerea.se in pi ice 
of pulp plant maehmeiy supplied by 
them. Their claim towards interest on 
the escalation amoiinl is still pending 
with Governincnt. The company's claim 
for about Us 11 lakhs with ST(^ leim- 
burseiuenl ol loss and inleiest under tin; 
export promotion .scheme, has not been 
accepted .so far. The Textiles (.'oinniit- 
tee, Uombay, had demanded Us 7K,-13'i 
as fees payable on monthly production 
of rayon yarn and staple lilne lioin 
March 1960 to Mai eh 1967. ’I'he com¬ 
pany did not accept the claim, as no 
servite was rendered by the Cimmiittee 
to the company. Revenue recoveiy pio- 
ci'ediiigs were taken against the company 
for recovering the amount. A wiit peti¬ 
tion was filed in the Madias High Coiiit, 
challenging the validity of the levy, 
which was dismissed. The mattei is 
being taken on further appeal. 

SIV*s production ol staph' fibre and 
rayon yarn amounted to 3,549 and 3,368 
tonnes, against 3,186 and 3,405 tonnes, 
respectively, in the irrcvious year. 
About 50 per cent of production of 
wood puli> was consumed by the com¬ 
pany in its rayon plant. The company 
had to supply 45 per cent of its output 
of rayon yam to actual users at a con¬ 
cessional rate of Us 10 per kilo, exclu¬ 
sive of excise duty and sales tax upto 


.September 1970, and Rs 10.50 per kilo 
from till' suhseijnent month. A new 
agreement has bei'ii entered into for the 
cniient year. Allotiiu'nts to actual u.sers 
aie exclusive of those under the expoit 
pioinotioii scheme, up to a maximum ol 

10 pel cent ol production, at Us 7 per kg 
I'.xclnsive ol excise duty. The company 
has produced guild ri'suUs lor 1970, with 
.1 38 pel cent increase in sales and 89 
pci cent jump hi gross profit. Net pro¬ 
fit increased thiee-iold, and equity dis- 
tiihutioii cloiihled to 12 per cent enjoys 
a more lesjiecl.ihlc cover than last yeai 
This blight incline, howcvi'r, owes much 
U) the ahsi'iice ol tax habilily. 

SVAIIESHI MILLS’ chairman. Naval 

11 Tata, has ingeil Govenunent to per- 
init imports ol jiolycster fibre in times 
of cotton shortage, as this measure 
woiilil nut only seive to conserve cotton 
slocks in the coniitry, but also enable 
(he cotton textile industry to produce 
mole hleniled lahiies which are in de¬ 
mand lioth al home and in export mai- 
kcls. Sx’.iihshi benefited last yeai liom 
the imjiiovciiient in the tone ol tho 
cloth maiket, both in respect of realisa¬ 
tion and olllaki—even though cotton 
juices einilinncd to rise and at the ycai- 
end ruled ahoiil .50 jrei cent higher than 
those a xeai helore The company eon- 
tiniied the iiiocess of replacing old and 
xMim-imt niachineis, and installed plant 
and equipment worth about Rs 8 lakhs. 
Since 1968, the mills had expelienced 
leciniiiig walei shint.-ige. An ovcihead 
walei still age tank of 30,000-gal Ion ca- 
jiaeitj, and an underground UCC watei 
stillage tank ot 5t),000 gallons capacity, 
have been eonstiucted. Caromandel Gar- 
iiieiits, ill which the company has iii- 
ve.stcd, land well during 1970. It has 
started making peiiiianent press shirts. 

Tin BEN I TlSSin.S is seeking a licence 
to hiiild a 11 -w mill in South India to 
iiianulaeliire—apart Irom existing range 
ol pajiers — siieli speciality grades as 
insulating pajicr lor iiiiwer and tele¬ 
phone cables, p' islie base surface paper, 
and higli quality lecorder chart paper, 
all III which aic <it present imported. 
The company’s thiid machine, recently 
installed at its mill, includes design lea- 
tuies which will enable it to produce 
condenser tissue paper used in the 
manufacture ot electrical capacitors or 
epndensers. This “highly complicated” 


speciality paper has been imported till 
now by the electrical industry. A spe¬ 
cial light-weight tissue lor covering the 
wires used lor winding coils and trans- 
foriiieis will also be made by Tribem 
on its new machine. While these deve¬ 
lopments may serve as a morale-boostei 
loi the shareholders, the 1970 results 
aie not too cncuuiaging. Total sales ex¬ 
panded by over 26 per cent to Rs 5-44 
euiies, but gross profit sluank by 7 per 
lent 111 Us. 1.14 croros, reflecting shaip 
dhiuiiution ol margins. The unchanged 
ilivideiiil ol 15 pci cent is j'ust covered. 
Till- iliieetois say that increase in turn- 
ovei was not eomnicnsiiratc with that 
envisagetl by them because ol a “iium- 
bei ol iiilciiuiitiiins” in production. The 
.idililiiinal sales income, they add, was 
liaully enough to cover the increased 
e.xjieiisis duiing the year. 

HINDUSTAN ALUMINIUM, one of 
llie last to enter the aluminium field 
.mil Indav the Ingest piodiiecr in the 
iimuti>, is going ahead with its project 
to I xjiaiiil capacity lor primary metal 
Irom 80,000 loiaies to one lakh 
loimi s by inid-1972 and further to 1.20 
lakh loiiiics liy the end of 1973. It is 
,ilso seeking jiermission to increase 
licensed eajiaeity lor fabricated items 
hum .‘17,000 tomies to 60,000 tonnes. 
,\ V Uirla, a ilirector, ciiiiiplains of red 
lapism 111 the State and Gonlial Govern- 
ineiif ilepaitiiieiits. lie says the UU 
(iiiveimneiit has slill to finalise the con- 
tiael loi the siiiijily ol jiowcr, wliicli it 
.igreed to make available over a year 
ago, anil that the entile constiuclion 
scheihile has been upset by “undue 
ilel.iy" III liaiisleiiiiig the land on 
which the new laeilitics aie to be cons- 
tiiieleil. I'lie loieigii exchange financing 
iiiiangeiiients loi the expansion have 
not been finalised. Isxim Bank’s foreign 
exchange liian projiosal was submitted 
111 the Geiitial Government in Septem- 
hei 1970, but its apiiroval is yet to be 
leceived. The ajiplication for import 
lieenee lor essential machinery and 
I'ljiuiMiient for cxpansioii has been pend¬ 
ing (iiiveinmeiit clearance for ncaily 8 
iiuiiitbs. Non-availability of steel is also 
bolding iiji coiistruelion wink. He ob¬ 
serves that tinic-liinits lor caiiying out 
the e.xjiansiiiii in stages were .specified 
by Gox'einini'iit itsell, hut the company’s 
hands arc lied down by delayed official 
dccisiims on vital nialters. Describing 
the aluininium inices fixed by Govern- 
minit as from May 24, 1970 as “un¬ 
realistic and unjust”, Birla says they arc 
considerably lower than the levels at 
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which they were frozen in March 1970 
when the Aluminium (Control) Order 
was promulgated besidcii lx:ing about 15 
per cent below the prices that prevailed 
in early 1967. He i)leads ior sufficient 
margins to tx)Ver increase in power and 
raw material costs, railway 1 1 eight, 
overheads, etc. The li'vy ot excise 
duty on indigenous calcined petroleum 
coke at 20 pei cent or/ valorem, and the 
increase Irotn 27.5 pei crnit to 40 per 
cent in the import duty on almost all 
the law materials, will iiiilate cost of 
production. Jly removing the aluminiuiii 
industry fiom the list of ‘priority’ indus¬ 
tries, the coniiiany has been depiived 
of the advantage of concessional taxa¬ 
tion of profits whereby an amount eijual 
to 8 per cent of profits could be deduct¬ 
ed from taxable income. Birlu also 
IHiiiits out that, the steep increase in 
import duty on various items of maehi- 
iieiy and eguiiiment will raise the cost 
of tlio entire <‘.\xJansjon scheme abovi’ 
earlier anticipations. Nevertheless, 
IllNDALCO’s 1970 results show fur¬ 
ther, substantial, iiiiiirovcment. Net 
sales advanced by 16 per cent to Rs 
39.82 croies and, with margins widen¬ 
ed, gross pioht le.ipt by 34 per cent to 
Rs 13.57 erores. VV'ilh no tax liability 


as before, net profit shot up by 51 per 
cnit to Rs 9.75 erores and covered 
equity dividend, stepped up 2.5 per 
cent to 12.5 per cimt, nearly nine times. 

CEAT TYRES OF INDIA, now the 
second largast exporter of lyres and 
tuljes in the country, conitlieneed ex¬ 
ports in 1964 and has made rajiid jmi- 
gress since then. It is looking ahead 
to bigger strides in the current aiul 
future years. The company has enteied 
into heavier export commitments this 
year, chiefly to UAR, Burma, Yugos¬ 
lavia, UK, Sudan, Iraq and USSR. 
Ceal’s orders overseas span the range 
of tyres and tubes manufactured: giant, 
passmger, light truck, scooter and 
motor-cycle tyres, particularly the first 
two categories which account for most 
ot the exports. The unvarying standaids 
of Cent products have been the crucial 
I actor in consolidating existing markets 
and gaining entry into new ones. At 
the 25lh Plovdiv Fair in Bulgaiia, Ceat 
was awarded a gold medal for ‘products 
of the higtiesl techno-ei:ononiy quality 
at W'orld levels’. Tlic marki't spectiuin 
has also been widening apace. The com¬ 
pany now exports to countries all around 
the world, as against to some 4 coun¬ 


tries only in 1964. Moreover, most of 
the markets have been wrested in the 
teeth of stiff competition. Ceat's exports 
in 1970 were worth Rs 84 laklis, re¬ 
presenting a rise of 48 per cent oVer 
1969, in spite of a plant shutdown due 
to a strike that lasted four months. 

MALAYSIA-SINGAnmE AIRLINES 
more than doubled its profit for the 
year ended March last at $ 40 mn 

($ 19.4 mn). Over 1.5 million passengers 
were carried — an increase of 23 per 
cent over the previous year. Sixty-five 
per cent ol the seats offered were sold, 
against 62 per cent in the previous year, 
and the percentage of break-even load 
factor improved from 46 to 45 per cent. 
With 89 per cent ot aircraft departures 
viifhin 15 minutes of scheduled time in 
1970-71, MSA achieved one of the 
world’s best records of punctuality. 
Ariangenients for the new route to 
London arc proceeding to plan, and the 
first flight is scheduled out of Singapore 
on June 2. Development of 'Kriseom', 
MSA’s multi-million dollar instant- 
response cojiipiiler system for reserva¬ 
tions, elcpartuic control, message switch¬ 
ing, and other applications, will become 
operative by June next year. 


The Week’s Companies 


(Rs in lakhs) 



South India 

Vr.scose 

Svadeshi Mills 

Tribeni 

Tissues 

lllNDAI.CO 


Latest Year Last Year 

Latest Year 

Last Year 

Latest Year 

Last Year 

Latest Year I.ast Year 


31-12-70 

31-12-89 

31-12-70 

31-12-69 

31-12-70 

31-12-69 

31-12-70 

31-12-69 

Paid-up capita] 

490 

490 

136 

136 

426 

381 

1303 

1303 

Reserves 

197 

167 

161 

148 

213 

157 

2617 

1768 

Borrowings 

957 

1001 

360 

436 

8 

91 

1941 

1961 

of which Term borrowhigs 

851 

851 

103 

103 


— 

1669 

1943 

Gross fixed assets 

2454 

2235 

721 

712 

711 

690 

5380 

5145 

Net fixed assets 

1480 

1429 

231 

257 

391 

398 

3414 

8560 

Investments 

23 

6 

14 

15 

14 

14 

401 

390 

Current liabilities 

564 

448 

156 

161 

329 

1333 

401 

451 

Current assets 

704 

683 

574 

610 

571 

1551 

2126 

1385 

Stocks 

319 

227 

353 

411 

131 

113 

861 

751 

Book debts 

383 

265 

169 

146 

396 

415 

392 

211 

Net sales 

760 

550 

1054 

895 

544 

431 

3982 

3430 

Other income 

3 

3 

17 

15 

18 

12 

175 

124 

Raw material costs 

176 

229 

589 

467 

153 

106 

1127 

1030 

Wages 

75 

52 

264 

248 

111 

90 

285 

226 

Interest 

71 

5 

47 

45 

— 

— 

130 

148 

Cross profit(-f-)/loss(—) 

282 

149 

85 

68 

144 

155 

1357 

1011 

Depreciation provision 

169 

112 

36 

40 

29 

19 

382 

385 

Tax provision 

— 


25 

15 

50 

14 



Net profit(-h)/los8(—) 

113 

37 

24 

13 

65 

122 

975 

646 

Development rebate provision 

— 

— 

4 

3 

3 

47 

33 

400 

Tran.sfer to re.scrves 

Dividend 

54 

2 

8 


-- 

20 

797 

121 




12 



P45 

F45 

Amount 

59 

29 

10 

62 

55 

ElOO 

E80 

Rate (per cent) 

12 

6 

12 

9 

15 

15 

P9&9.3 

E12.50 

P9&9.3 

ElO 

Cover (times) 

1.91 

1.27 

1.25 

0.83 

1.05 

1.38 

8.97 

2.61 

Ratios (per cent) 

Gross profit/sales 

37.10 

27.09 

8.06 

7.59 

26.47 

35.96 

34.08 

20.47 

Net profit/capital employed 
Inventories/.saies 

6.87 

2.23 

3.62 

1.81 

10.05 

19.34 

16.63 

12.83 

41.98 

41.27 

33.50 

45.92 

24.08 

25.75 

21.62 

21.80 

Wages/salea 

9.87 

9.45 

25.04 

27.71 

20.40 

20.88 

6.65 

6.57 
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FROM OUR CORRESPONDENTS 


Innocence in South Block 

G P Deshpande 


THE annual report of the Ministry of 
External Affairs for 1969-70 had pro¬ 
claimed that “the foreign policy of 
India could not stand still and remain 
rigid and inflcxihle”. If one read the 
latest report of the Ministry for 1970- 
71, one would find precious little evid¬ 
ence of this flexibility. The Ministry 
could well have reprinted the 1969-70 
report and added ‘ditto’. Of course, 
whereas the 1969-70 reiwrt had 13 
chapters, tht* latest report has 15. lire 
additions are ch.'ipters on “cultural cen¬ 
tres" and “protocol matters” which give 
the viilualrle information that diplonra- 
tic missions in New Delhi now riumher 
75 anrl that the administrative control 
of the Indian Council of Cultural Rela¬ 
tions has been transfened to the Min¬ 
istry of External Affairs. As for the rest, 
little seems to have changed. 

The report makes a couple of issues 
quite clear. It leaves us in no doubt 
that the Ministry of External Affairs 
holds that the rapid consolidation of 
super power duopoly in world affairs is 
an excellent thing to happen. “N»wi- 
alignment”, in fact, was meant to 
achieve precisely that. The report makes 
the customary refcience to “the virul¬ 
ence of Great Power rivalry" but does 
not, understandably, cite much evid¬ 
ence of this. Even as non-alignment gets 
slowly transformed into bi-alignment, 
the mythology of the Sovict-American 
rivalry has to be repeated, for that 
seems, in the Ministr>’’s view, to be the 
raison d^etre of non-alignment. 

The Ministry seems to be delightfully 
innocent of the power-content of non- 
alignment. In the early ye.irs of non- 
alignment, it became a inuch-maligncd 
doctrine primarily because Nehru (moie 
than anyliody else in the non-aligned 
world) meant it as a political strategy 
to reject a kind of world order that the 
Communist Bloc led by the Soviet 
Union and the so-called Free World led 
by the United States were contemplat¬ 
ing to impose on the rest of the world. 
Nehru's strength and influence lay in 
this basically amti-status quo element in 
his formulatiun of non-alignment. Evid¬ 
ently, the Government of India has no 
use for such dangerous thoughts any 
longer. The report therefore does not 
see the distinction between 'co-opera¬ 


tion' as aimed at bringing about a fust 
world order and co-operation as aimed 
at consolidation of the present world 
order. 

This malaise in our thinking has .set 
the cntir(> tone of our foreign policy. 
No wonder, the report speaks in a 
language which is not exactly non-align¬ 
ed. In the chapter on South-East Asia, 
it .stresses that the Chinese have not 
stopiied giving “assistance to subversive 
movements". One would like to know 
which movi'inents in South-East Asia 
the gentlemen irom the .South Block 
treat as subvirsivc':’ The FLN of South 
Vietnam''' The Pathet Lao of Laos? The 
Th.ii Liberation Front of Thailand? One 
tan go on ninitiplying these questions. 

But while oui foreign policy pundits 
are free to brush these or similar move¬ 
ments aside as “snbvcrsivi!”, the central 
point is that th< y have no business to 
maintain that this characterisation is in 
conformity with non-alignment. This is 
a langu.age moie from the vocabulary 
of Dulles than ot Nehru. And the irony 
is that it is being employed more than a 
decade altei Dulles’ death and that too 
when the- lepoit is at pains to establish 
the rapidly changing character of the 
world situation! 

It was onl\ to be expected that peo¬ 
ple .so fearful of China-aided ‘subver¬ 
sion’ 111 Soiilh-Eiast Asia “have not yet 
seen any change m substantive matters 
so lar as the (’hinesc stand towards In¬ 
dia is concerned”. In a sense the.y are 
right, ft is difficult to see W'hat incentive 
theie possibly is for the Chinese to 
change their stand towards a people v/ho 
do not seem to have any regrets that 
they have become the largest client of 
the two super powers. 

So enchanted aie we with our new 
version of non-alignment that the report 
confidently asserts that “disenchantment 
with militaiy alliances has increased 
amongst the countries of the region 
f.South-East A ia]”. Pray, where? The 
Ministry seems blissfully unaware that 
the year 1970 saw the emergence ot 
yet another General in South-East Asia, 
General Lon Nol. South Block can, of 
course, argue that the Cambodian 
General is not a member of any military 
alliance such as SEATO and, therefore, 
is non-aligned. Evidendy, alignment, like 


beauty, lies in the eyes of the beholder! 
For all one knows, the Ministry’s report 
for 1971-72 may have a few kind words 
for Ixm Nol too. For if Suharto is 
non-aligned, there is no reason why Lon 
Nol should be denied that prestigious 
title. 

It must be empha-sised that this is 
not merely a question of semantics. The 
report quotes our Foreign Minister as 
saying that “we are always prepared 
to settle all matters with our neighbours, 
including China, peacefully, through 
bilateral negotiations, on the basis of 
respect for our territorial integrity and 
.sovereignty”. This emphasis on so- 
vcicignty is very important and wel¬ 
come. However, that raises the real 
issue. Non-alignment .sought, among 
other things, to pn-serve the sovereignty 
and indcptnidcnce of developing Afro- 
Asian states. The question of eroding 
the sovereignty of the developing states 
is, indeed, the central question today. 
To talk of sovercignt)' only in the limit¬ 
ed context of the Sino-Indian dispute is 
to miss the most ominous aspect of the 
pieseiit world order. If we were living 
in a world where national sovereignty 
was being replaced by a world so- 
veu'ignty, this complacency and in¬ 
nocence would have been pardonable. 
The truth is that we live in a world 
where it would seem the two super 
powers between them want to liquidate 
national soveieignty. It is a pity that 
Indian foreign policy-makers do not 
seem to be disturbed by this pheno¬ 
menon. 


A Correction 

UNION BANK OF INDIA has issued 
the following correction to the Report 
ol the Bunk’s Board of Directors pub- 
h.shed in the issue of May 29: 

Line 7 of Para 7 (p 1101) should read 
“from .31.8 per cent at the end of 1969 
to 38.8 per cent at the...". In the com¬ 
parative Tabic (p 1101) against the 
item of Small Scale Industries figures of 
December 1970 should read “No. of 
.Accounts 4073, Balance Outstandings 
] 3,44.6 and per cent to Total Advances 
12.1”. Total in this Table under Decem- 
Ikt 1970 .should appear as “Balance 
Outstandings 43,30.0 and per cent to 
Total Advances 38.8”. In Para 8, figure 
of 90 per cent shown in line 3 should 
be corrected to 80 per cent and the 
second last line of the same para should 
read as “accounted for Rs 16 crores, I e, 
80 per cent of the accretion to deploy¬ 
able resources", 
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India and South Asia 
Growing Economic Stake 
Sumanta Banerjee 


THE promptness with which India 
rushed to help Sirimavo Bandaranaike 
crush the Ceylonese insurgents might 
have disappointed the Leftist admirers 
of India's ‘progressive’ foreign policy. 
As Ashok Rudra rightly points out; 
•‘It ought to set a problem for those 
who genuinely believe Indira to re¬ 
present, the progressive, anti-mono¬ 
poly, national bourgeoisie of India.” 
(‘‘Spectre Haunting Indira”, May 29, 
pp 1069-71), But It would not be quite 
correct to .say, as Ashok Rudra does, 
that "there had not been any military 
expression of India's imperialistic am¬ 
bitions up till now". A closer look 
would reveal that the Indian interven¬ 
tion in Ceylon was in keeping with 
our traditional attitude towards insta¬ 
bility in neighbouring countries and 
the policy of protecting our economic 
stakes in these areas. 


Mll.lIAIlS All) lO lUlllMA 

It is now generally forgotten perhaps 
that as far back as 19'19, two years 
after Independence, India sent military 
aid to Burma to put down Karen and 
Communist rebels who had captured 
large chunks of the country and were 
about to march on Mandalay. At the 
late Jawaharlal Nehru's initiative, joint 
discussions took place in Delhi in 
February 1949 between our Prime 
Minister, the British High Commis¬ 
sioner in South-East Asia, Malcolm 
Macdonald, the Australian Minister lor 
External Affairs, Evatt, and the Cey- 
lone.sc High Conimi-ssioner in India, 
De Silva. At Nehru’s invitation, the 
Burmese Prime Minister. Thakin Nu, 
arrived in Delhi on April 12 and had 
discussions with Sardai Patel, who was 
then our Home Minister. Defence 
Minister Sardar Baldev Singh and 
Nehru. Soon after this, on May 11, a 
comnninifiiie was issued by our Gov¬ 
ernment in Delhi stating that the 
Prime Ministers of HK, India, Pakistan 
and Ceylon had mot to consider a 
request from Thakin Nu for assistance 
in the restoration of law and order in 
Burma and that ihc.\ had agreed to 
give whatever support they could to 
the Burmese Government. 

Behind the Indian support lay Indian 
consideration of the economic stakes 
in Burma. At the end of the Second 


World War, three million acres of 
Burmese paddy land valued at Rs 60 
to Rs 80 crores were owned by about 
4,000 Indians, chiefly Chettiars. Some 
230,000 Indians in Rangoon were said 
to own 70 per cent of the buildings 
and 50 per cent of the cinema houses 
there. 

After Burma’s independence, the 
Burmese government drew up the Land 
Alienation Act, 1948, and the Disposal 
of Tenancies Act, 1948, which sought 
to curb Indian interests and put 
restrictions on remittances abroad. 
This was done primarily to provide an 
opporl unity to the Burmese middle 
peasantry and urban middle class 
aspiring for independent growth. But 
the Indian Government, pressed by 
Indian business and landed intcresis 
in Burma, made a request to Burma to 
postpone enforcement of the Acts 
pending an overall agreement to be 
negotiated between the two countries. 
As negotiations dragged on, in Decem¬ 
ber 1933 a delegation headed by the 
Indian Ambass.ndor to Burma came to 
Rangoon to persuade Burma to pay 
mure compensation for Indian land¬ 
holdings in Burma than was provided 
for under the law. But apparently no 
tangible concessions could be wrung 
from .1 iccuk'ilrant Burmese govern¬ 
ment. 

Ef.oNOMu: Poi.ir.Y 

Indi.i found a chance to retaliate 
the next year when Burma faced a 
rice glut. During talks in Delhi in 
1934, the Burmese government re¬ 
quested Indian to buy Burmese rice 
at £ 50 per ton. But India was pre¬ 
pared to pay only £ 30 per ton. 
Finally, the agreement that was sign¬ 
ed by U Nu generally favoured India. 
India agreed to pay £ 50 per ton dur¬ 
ing 1954, £ 48 iier ton in 19.55 and 
£ 46 per ton in 1956. But this was 
subject to the stipulation that £ 15 per 
ton would be set a.side in partial re¬ 
payment of Burma’s post-separation 
debt to India. Approximately three- 
fourths of Burma’s debt was repaid 
under the above arrangement. 

In fact, India’s economic policy to¬ 
wards the neighbouring countries was 
chalked out much earlier, on the eve 
of Independence. In March-April 


1947, the Asian Relations Conference 
was held in Delhi. A paper on inter- 
Asian trade stated in clear and un¬ 
mistakable terms the main objeciiTes 
which an independent India should 
pursue. ‘‘In spite of her sufferings 
and sacrifices, India has emerged out 
of the war relatively stronger than 
other Asian nations. She is no longer 
the debtor country she had been 
throughout her past connections with 
the British Empire: her productive 
capacity has also gone up and the 
domestic atmosphere for industrial 

expansion relatively to other Asian 

countries is more favourable. With 
the elimination of Japan as the 
dominant exporter in the Far Eastern 
markets, and with the unlimited de¬ 
mand of devastated Europe which 

Britain and USA are being called 
upon to meet, Indian has a very 

bright future in Asian markets. India, 
of all the A.sian countries, must do 
everything in her power to take the 
former place of Japan ..India alone 
can. if she wills, provide a large pro- 
poilion of the consumer goods which 
the millions of Asians arc wanting and 
for which India has so much potential 
capacity.” 

It was no wonder that delegates 
from Ceylon and Burma attending the 
conference were reported to have ex¬ 
pressed the fear that small countries 
might be submerged by economic and 
demographic domination of big Asian 
powers like India and China. 

Mtl.ITAnv I’OI.UY 

India’s military policy towards 
neighbours was clarified sometime 
after Independence. Speaking about 
Nepal in Parliament on December 6, 
1950, Nehru said: ’’Besides our sym¬ 
pathetic interest in Nepal, we were also 
intere.sted in the security of our oWn 
country . .Therefore, much as we 
appreciate the independence of Nepal, 
we cannot allow anything to go wrong 
in Nepal In accordance with this 
policy, in 1952 an Indian military 
mission was sent to Kathmandu to 
begin the reorganisation and moderni¬ 
sation of the Nepalese army. Indian 
army contingents were assigned to 
patrol duty side by side with Nepalese 
Gurkha units in the Himalayan pa.sses 
on the Tibet-Nepal boundary. 

Although the ambition to replace 
Japan .still remains an unfulfilled 
dream, what was an aspiration in 1947 
has steadily become a major factor 
influencing India’s economic policies 
towards its neighbours. While the 
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tradittoHi indtan bankers and fiaan- 
cicrs who used to own assets in 
Burma, Ceylon and other Asian coun- 
tii en i ^ fore Independence have been 
forced to either quit those countries 
or leave their business, new Indian 
economic stakes are growing in these 
wuntries in the form of investments 
hi joint ventures, export of Indian 
manufactured goods and import of 
cheap raw materials. Internal economic 
compulsions within these countries are 
coming into conflict with Indian pres¬ 
sures and new tensions are developing. 

Typical Case 

A typical case is Ceylon. The most 
important item of India's export to 
Ceylon were textiles. But because of 
the need to protect its nascent hand- 
loom industry, Ceylon imposed a ban 
on the import of sarongs and sarong 
naterials from India at the end 
of 1958. But under India's pres¬ 
sure, the ban bad to be lifted a few 
months later (refer announcement in 
Lok Sabha, April 30. 1959). The 
pressure of Ceylon’s indigenous indus¬ 
try was however more compelling and 
Bandaranaike had to introduce a strict 
import control policy in 1960. By 
1962, the value of textile imports from 
India had dropped to Rs 35 million 
from Rs 58 million in 1954. Apart 
from the demands of the Ceylonese 
textile industry, availability of cheap 
textiles from Japan, China and other 
countries was another factor leading to 
reduction of imports from India. 

Besides textiles Ceylon found it less 
expensive to obtain its other import 
requirements traditionally supplied by 
India from other sources. Thus, dried 
fish imports from India declined from 
553,261 cwts in 1959 to 104,748 cwts 
in 1962. 

In spite of the decline in Indian ex¬ 
ports to Ceylon, India still enjoys a 
favourable trade balance with Ceylon. 
In 1964, Ceylon’s Minister of Finance 
appealed "to those countries with whom 
we have a large adverse balance of 
trade, particularly India, Burma and 
Japan, to adopt a more generous atti¬ 
tude towards imports of commodities 
from Ceylon" (Ceylon Dally News, 
July 31, 1964). The appeal fell on deaf 
ears. The balance of trade continued 
to be in favour of India. The gap bet¬ 
ween exports to and imports from 
India has risen from Rs 70.26 million 
in 1965 to Rs 255.75 million in 1970. 
While we exported goods worth Rs 282 
million to C^on in 1970, we imported 
goods worth only Rs 26,25 million. 


Besides the advantages accruing 
from a favourable trade balance, our 
industrialists have begun to invest in 
Ceylon in joint ventures. Since 1967, 
four Indian firms have been permitted 
to invest in such ventures in Ceylon. 
They will be mannfacturing artificial 
leather cloth, glass ware, air coolers, 
water coolers, air-conditioners and 
deep freezers. The machinery and 
equipment necessary for the factories 
would be supplied by India. The total 
investment, including the value of the 
machinery, would amount to about 
Rs 70 lakhs. 

Another Indian firm, Birla Brothers, 
which sought permission to set up a 
factory for spinning, weaving and 
finishing of cotton textiles, was not 
allowed by the Oylon Government 
because the venture would have gone 
against the country's policy of en¬ 
couraging the indigenous textile indus¬ 
try. According to Ceylon Government 
sources, the high prices of Indian-made 
textiles was another factor which 
prompted the (Ceylonese to reject the 
Birla proposal. 

Our Government has also been ex¬ 
tending credit to Ceylon. In 1969 
such credit amounted to Rs 5 crores, 
which has been spent by now. Negotia¬ 
tions are on between the two govern¬ 
ments for another credit. 

Decisive Role 

One can welt understand, therefore, 
how concerned our Government and 
business interests must have been when 
the Oie Guevarist rebellion broke out 
In Ceylon. They could not afford to 
stand by while their stakes were jeo¬ 
pardised. Although Indian aid to 
Ceylon to combat the armed insurrec¬ 
tion amounted to five naval frigates, 
six helicopters, some arms and ammuni- 
tion and 150 personnel of the Indian 
armed forces to guard the Bandaranaike 
airport, it played a decisive role. 
"Indian helicopters manned by Indian 
pilots played the vital role of spotting 
terrorist concentrations and movements 
enabling the security forces to launch 
a fierce air and land offensive which 
undoubtedly checked the uprising... 
The uprising had, in fact, been con¬ 
tained with Indian and British military 
assistance’’ (correspondent’s report 
from Colombo in The Statesman, April 
25, 1971). 

Indian investments are not confined 
to Burma, Ceylon and other South and 
South-East Asian countries. Since 
1967, the number of collaboration ven¬ 
tures in other countries has gone up 


to nearly 70, embracing 20 countries 
which include Ireland, Columbia, Saudi 
Arabia and Kenya, But the Indian 
Government is more concerned about 
South and Sk>uth-East Asian countries, 
quite understandably because of strate¬ 
gic and other reasons. War-tom 
Bangla Desh is holding out prospects 
of more profitable pastures before 
Indian industrialists. According to the 
Engineering Association of India, the 
total purchases of engineering goods by 
Bangla Desh in normal times from West 
Pakistan used to be worth Rs 30 crores 
a year. Together with the needs of 
plant and machinery for ushering in 
large-scale industrialisation in Bangla 
Desh, this amount, the Association 
thinks, could shoot up to Rs lOO crores 
a year, which could be supplied by 
India. 

Shift in Emphasis 

The silence of the Middle Eastern 
countries on Bangla Desh is encourag¬ 
ing a lobby in this country which is 
insisting on shifting attention from the 
Arab countries. In the coming years, 
the emphasis is likely to shift from the 
Middle East to the South and South- 
East Asian countries. A similar lobby 
is apparently working in US official 
circles, seeking to boost India as the 
propounder of a Monroe Doctrine in 
Asia. As far back as 1954, Chester 
Bowles wondered; "Is India today, as was 
the United States in 1823, aware that 
an independent position can be main¬ 
tained only by positive, imaginative 
action and by the assumption of some 
clear responsibilities?” (Foreign Affairs, 
October 1954 ). Another American 
commentator was more forthright 13 
years later. “The United States must 
help India survive and must induce her 
leaders to look east to South-East Asia 
and Japan rather than to the Middle 
East and Africa. For quite obviously, 
the United Slates cannot base its posi¬ 
tion in South-East Asia on the coun¬ 
tries of that area alone or on allies like 
South Korea, the Philippines, Australia 
and New Zealand. The weight needed 
to ensure the establishment of a coun¬ 
terpoise to China can be provided only 
by a viable India and Japan at the two 
ends of the Asian arc’’ (Drew Middle- 
ton; “American SItake in Asia’’, 1967). 

Judging by India’s growing economic 
stake in South Asia and the prompt 
response to Ceylon’s appeal, it seems 
that India is fully aware of and pre¬ 
pared to assume the “clear responsibi¬ 
lities’’ which the former American 
Ambassador to India had in mind. 

June 7 
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BIHAR 

Another Skirmish in 

POLITICAL change in Bihar has been 
on the whole u rellection ol the struggle 
for power within the Congress party 
Ijotween Brahmins, suiiporteci by the 
Backwaicl Castes, and different permu¬ 
tations and combinations of Kayasths, 
Bhumihars and Rajputs. It is possible to 
see that the fall of the .Sainyukta Vidha- 
yak Dal (SVD) Government and the 
installation of the Progr<-ssivc Vidhayak 
Dal (PVD) Ministry in its place within 
this broad framework, though this may 
not be immediately obvious. 

The last govemimmt to be led by the 
united Congress in Hihai was headed 
by Harihar Singh, a Rajput, who was 
supported in the party by the powerful 
Kayasth anti Bhuinihar leaders, K B 
Sahay, M P Siiiha and S N Sinha. But 
there was .strong opposition to Haiiliar 
Singh’s leadeiship from the Brahmin- 
Backward Casti's conibiiu’ in the parly. 

So when the split in the party came, it 
occurred broadly along these lines. 'I’he 
Brahmin-Backward Castes alliance was 
dominant in the Congr«‘s.s(R) while the 
Kayasth, Bhiimihai and Rajput lenders, 
who had been doniinant in the undivid¬ 
ed party, were in the Congress(O). 
Subsequent political changes in the 
State can be .si’cn in terms of the strug¬ 
gle for power belwei-ii these two caste 
combinations — a struggle which took 
place within the Congress before, the 
split, but which now took the form of 
the csiiilmutation bi'lwecn the two Con¬ 
gress paities. 

After the split, both Congre.s-s parties 
had to seek alliances with oth<‘r parties 
in their bill to form a goveniment Ulti¬ 
mately, a coalition Government headed 
by Daroga Prasad Hai, the Backward 
Caste leader of the Congress(R) 
Assembly Party, was formed in 
Febniary 1970. The CJovemnient lasted 
10 months beloie suceumbing to llie 
efforts of the Kayasth-Bhuinihar-Rajput 
leadership of the Congress(O) to topple 
it. But because of its limited strength 
in the Assembly, the Ckiiigress(O) lead¬ 
ership had to coiiceile the Cluef Minis¬ 
tership in the new SVD Ckivemment to 
the SSP leader, Kaipoori Thakur. Ne¬ 
vertheless, the Kayaslh-Bhumihar-Rajput 
leaders of Congie.ss(O) remained the 
effective power bi'hind the Govermnent. 
Some of these leadeis were appointed 
to influential posts in Governraent- 
eontrolled institutions. Thus Ainbika 
Shaian Singh, whom the Patna High 
Court had debarred from seeking clec- 


the War of Castes 

tion for six years for corrupt practices, 
W'as appointed chairman of the State 
Financial Corporation. The Congress(O) 
leaders also dictated the policies of the 
SVD government and took a big hand 
in administrative matters such as ap¬ 
pointment and transfer of government 
officials. 

This domination of the Government 
by the Congiess(O) leaders caused 
much heal tl lumiiig among the other 
eonstitiient jiaities of the coalition. But 
what really upset the arrangement was 
the disastrous performance ol the Con- 
gress(O) in the Lok Sahha elections car- 
liiT this year. The parly put up 24 
candidates, but won only 3 .seats as 
against the 8 that it had in the previous 
I,ok Sahhu. By contrast, the Congress(R) 
improved its position from 24 .seats to 
,39. In terms of the basic tussle bet¬ 
ween the Brafimin-Baekward Castes 
group and the Kayasth-Bhumihar-Raj- 
put group, the election results repre¬ 
sented a sharp setback for the latter. 
The sweeping success of the Congress(R) 
all over the country and the gene¬ 
ral impression that the Congre.sS(O) was 
finished as a party, accentuated the 
consequences of the party’s failure in 
Hihai. The fall of the SVD Govern¬ 
ment, which had been controlled and 
propped up by tlic Congress(O) leader¬ 
ship, was, therefore, a foregone conclu¬ 
sion. In the meantime, the Brahmin- 
Backward C.istcs combination in the 
Congiess(R), icpiescmted liy the piuty 
general secretary, Ram Lakhan Yadav, 
and L N Mishra, Mini.ster for Foreign 
’J'rade in tfii' Central Government, had 
isin.solidated its iiosition. In March, this 
giouji’s candidate. Rani Jaipal Singh 
Yadav, was elected leader of the As¬ 
sembly party, replacing formci- Chief 


Minister Daroga Prasad Rai, who had 
been earlier forced to resign. 

The defeat of the Congress(0)^m the 
Lok Sahha election and the consblida-' 
tion of its position by the Yadav-Mishra 
group in the Congress(R) cleared the 
way for the toppling of the SVD Min¬ 
istry. With the loosening of ^e grip of 
the politically disciedifcd Congress(0) 
leaders, who had dominated the 
Ministry, the internal conflicts within 
the coalition came to the surface. This, 
together with the anxiety all-round to 
jump on the Coingress(R) bandwagon, 
made it easy for the Congress(R) lead¬ 
ership to engineer the necessary defec¬ 
tions to bring down the Government on 
lime 1. 

Like the Coiigrc.ss(O) earlier, the 
Congress(R) lias had to accept Bhola 
I’aswan Shastri as Chief Minister to se¬ 
nile the siipiKiit of other parties, espe¬ 
cially the I’Sl’ and the CPI who were 
leliictant lo support a government led 
by the Congress(R). But like the SVD 
gdveniinent, the new Government will 
in effect lx; run liy the Congressffl). 
It is in recognition of this fact that the 
(;ri and PSP have decided to stay out 
of the Goveininent, Without these two 
paities in it, the Government will be 
even inoie iindei the sway of the domi¬ 
nant group in Congress(R). The oppo.si- 
tion to this group eoiiies really from 
within the party—from a faction which 
iiieludes lonner Chief Minister Daroga 
I’l.asad Rai, whosi' nominee was defeat¬ 
ed ill thi' election to the leadership of 
the Asscmlily parly. In alliance with 
political loiccs outside the party, such 
as the CPI, this faction is already try¬ 
ing to lobby against the dominant 
group on issues like the size of the new 
Ministry ami wIx'IIht defectors recently 
admitted to the party should be made 
ministers, liiime.diately alter the swear¬ 
ing in ol Bhola Paswan Shastri, both 
the groups in the Congress(R) rushed 
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to New Delhi to canvass support with 
the Prime Minister and other Central 
leaders. However, there is little doubt 
^that?»i^or the present, the dominant 
Yadav-Mishra group will be able to 
have its way. 

The installation of the I’aswan Min¬ 
istry thus represents another swing of 
the pendulum in the tussle between 
caste-groups, this time in favour of the 
Brahmin-Backward Castes grouping. 
However, with the disintegration of lire 
Congress(O) as well as ot parties like 
the SSP and the Jharkhand party, the 
chances are that the close henchmen of 
the Kayasth-Bhumihar-Rajput leaders 
will gradually find their way back to 
the Congress(R). The internal conflicts 


LUCKNOW 

Palliatives, 

THE entire belt in UP that has benefit¬ 
ed from the Giecn Revolution has been 
getting early rains in the last three years. 
A section of opinion among experts 
maintains that this is going to be a nor¬ 
mal feature consequent to the control of 
the Rajasthan desert. Children born in 
1971 will know the loo — that squally 
summer wind — only from the books. 
But even assuming that the jiast tluee 
years may merely be p.art of a cycle of 
early and late rains, how is the damage 
to be assessed and minimised? 

It has been officially admitted tliat 
the early rains have caused heavy 
damage, worth Rs 215 crores, to the 
rabi crops and fruits. Also, harvested 
crops, left in the field for tlireshing, are 
germinating. Yet, instead of thinking in 
terms of long-run solutions, the State 
Governmesrt has got bogged down in 
traditional reliefs. Tiiccavi loans are 
being distributed and collection of reve¬ 
nue has been suspended. 

The cultivators want protection against 
the rains for their harvested crops. One 
way to help them m future would be 
to speed up harvesting and threshing 
operations via mcchimisation. There is 
in fact a widespread demand for mecha¬ 
nisation of the harvesting and threshing 
operations. This could be met by start¬ 
ing machine-tractor stations at the block 
level. Also, the State has eannarked 
Rs 30 crores for unemployment relief, 
and some of this could be used to put 
a work-force to construct raised plat¬ 
forms covered by straw roofs, canvas, or 
any comparable material, to protect the 
threshing Operation. This would also 
provide work to a sizeable number of 


in the CongressfR) provide conditions 
favourable for their return. The domi¬ 
nant faction in the party is just now 
anxious to attract defectors so as to smo¬ 
ther the dissident faction and to reduce 
the dciMmclence of the PVD Govern¬ 
ment on the CI’I and the PSP. 

Thus wo .shiiukl e.xpect to sec, in the 
nc.xt tow montli.s. the reincarnation of 
the undivided Congress in the form oT 
the Congrrs.s(K). Like the undivided 
Congress in the old days, the Congress 
(K) will oiicx! again subsume within it¬ 
self the liasic caste confrontations 
which, as we said at the beginning, 
have bc'en the moving force behind 
much ot the political change in the 
.State. 


No Solutions 

ugiieiiltnral population. But the Gov- 
emirK'iit has simply failed to take ini¬ 
tiative. 

Th<-re is another area requiring atten¬ 
tion. In .spite ot the damage caused to 
the crops, marketable rabi wheat and 
othei rabi crops are so abundant that 
the pea.sants are actually taking buck 


their carl- and camel-loads and not sel¬ 
ling the wheat, in a bid to protect pri¬ 
ces, since traders and even officials of 
the Food Corporation have allowed mar¬ 
ket prices to fall Ireiow the procurement 
prices fixed by the Government — the 
KCl ollicers pleading their inability to 
purchase neuer supplies of grain brought 
to the market since their targets have 
been realised, and the private traders at 
that stage offering lower prices. Where 
the price li.vcd by tlie State Govemmout 
is Rs 70 per ijuintal of wheat, private 
agencies are pin chasing it at Rs CO- 
OS per quintal. There is the further 
problem ol germinated wheat. Fanners, 
of I'Otir.se, want Covernnient to procure 
that, too, to sell it later as animal feed. 

The present crisis lias thus brought to 
liglrt some inherent weaknesses in the 
purchase syslein ol the FCI. The duali¬ 
ty — Ol tile co-existence of the private 
trader and the FGI — does not always 
serve the agriculturist’s interests. UP 
has a powerful Sugarcane Marketing 
Fedciation. Lakhs of cultivators — large 
as well as small — are its members. They 
sell their produce to the sugar mills, 
through the Federation. Perhaps wheat 
famreis will take the liint since wheat is 
certainly a commercial crop now, Onca 
again, the Government is unaware of the 
long-fenii implications of this. 
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ECONCMnC AND KXJTICAL WEm.Y 


KUALA LUMPUR 

Chinese Checkers 

Mohan Ram 


THERE is a great deal of logic to the 
visible convergence of super power in¬ 
terests in South-East Asia. The Nixon 
doctrine arul subsequent policy pro¬ 
nouncements imply that much as the 
United Stat«!s is lor a military disen¬ 
gagement in Vietnam, it is by no means 
willing to abandon the South-East 
Asian region and is set on ensuring its 
presence there is some, form or other. 
Also the United States would rather like 
a Sino-Soviet confrontation in the region 
so that it could play a balancing role. 
But not very surprisingly on its part, 
the Soviet Unimi would hate to see the 
United States abandon the region. A 
delicate triangle involving China, so as 
to avoid a direct confrontation, would 
be to Soviet advantage. 

New REcaoNAL Balance 

A new regional balance is emerging 
in South-East Asia. What shape it will 
take is hard to forecast but certain facts 
strike one as significant. The smaller 
countries of the region are realising tliat 
they have been victims of super power 
machinations in the past. At the same 
time they have begun to accord super 
power status to China and believe that 
there; can be no stability or peace in 
the region unless its neutralisation is 
guarante<‘d by all the three super 
powers. 

There is little doubt that these coun¬ 
tries, while befriending China, would 
also like to have closer relations with 
the Soviet Union. Asian, and more par¬ 
ticularly, South-East Asian anti-com¬ 
munism was simulated largely by US 
hatred for China. With the US moving 
towards better relations with China, the 
smaller nations realise the need for a re¬ 
orientation of their policies to make 
them less doctrinaire tind more prag¬ 
matic. There is a lively debate on in 
Thailand alxiut the need to trade with 
China. Malaysia has pulled off a big 
rubber deal with China. The Philip¬ 
pines is on the point of opening trade 
relations with China. As for Singapme, 
a Chinese island in a Malay ocean, trade 
with China Imk not presented any pro¬ 
blems of ooDKicnce. 

Malaytipn Prime Minister Abdul Ba- 
aak's Mlltniisation plan li still vague 
and sMtHdans. Many of lite countries 


concerned remain to be convinced and 
won over, but this cannot be achieved 
unless the plan is spelt out in less im¬ 
precise terms. Like Thailand, Malaysia 
has b(;cn using France as the inteime- 
diary to sound China, but last month 
the leader of the Malaysian trade team 
to China, Razalcigh, seems to have ven¬ 
tured a direct approach when he met 
Chou En-lai. The Chinese response to 
the plan is reported to be helpful from 
Malaysia’s point of view. 

The odds are in favour of neutralisa¬ 
tion for different reasons. From Peking’s 
point of view, it provides an opportu¬ 
nity for off-setting the disturbing Soviet 
penetration of the region which is main¬ 
ly in the fonn of trade at present. 
’The Soviet intention, on the other hand, 
seems to be to mobilise the 150 million 
‘Polynesians’ in the region as a bulwark 
against China, to whom the overseas 
Chinese of South-East Asia still look as 
their mentor. 

In.surcency Phoblem 

Another factor favouring neutralisa¬ 
tion is that the countries of the region, 
faced with communfst insurgencies of 
varying intensity, have begun to feel 
that a long-term detente with China 
would lead to a change in Chinese atti¬ 
tudes towards these movements. For in¬ 
stance, Thailand has stopped propagan¬ 
da attacks on China while continuing 
its battle against the Chinese-supported 
insurgency movements within the coun¬ 
try. Malaysia has a fair-sized insurgen¬ 
cy problem and the Malayan Commun¬ 
ist Party for most purposes has its 
‘headquarters’ in Peking. Nevertheless, 
Malaysian Government leaders went ‘ga 
ga’ over the 150 million tonne, tubber 
deal with China which also means 
higher prices for rubber all over the 
world. The windfall from the rubber 
deal should help overcome a large part 
of Malaysia’s proclaimed aiiti-coinmuQ- 
isin. Chou En-lai is reported to have 
assured the Malaysian trade team that 
it was not China’s policy to interfere 
in the internal affairs of small nations 
and that it would respect the sovereign¬ 
ty of idl countries. If these professions 
were to be applied in practice by 
China, countries like Malaysia and 
ThatUmd l>e able to get rid of 

d>eur iwillfiBcy problems. 


In Malaysia, the Chinese constitute 
about 40 per cent of the population but 
the money power of the C3iinese is out 
of all proportion to their numbefh‘'nie, 
latest census in Malaysia shows a 42 
per cent Malay population which bare¬ 
ly gives the Malays an edge over the 
Chinese. A racial polarisation is becom¬ 
ing apparent in Malaysia. Closer diplo¬ 
matic relations with China woidd, how¬ 
ever, help to defusi; racial anioMsity. 
Malaysia could then mure easily imple¬ 
ment its plan to promote Malay interests 
and slowly put the squeeze on local Chin¬ 
ese money power in the country. Disaf¬ 
fected Malaysian Chinese support for Ae 
communist insurgency might also lessen 
once China and Malaysia develop nor¬ 
mal diplomatic relations because it is 
likely that China will then begin to soft 
pedal the people’s wars not only in 
Malaysia, but all over the region. 

‘Thus the chances of the neutralisa¬ 
tion plan succeeding are rated higd>- The 
United States would rely largely on the 
IJowerful Seventh Fleet for its military 
presence in the region. In the economic 
sphere, US investments in the region 
are already showing a significant in¬ 
crease and the rate at which they have 
l>een flowing into Indonesia could be 
termed alarming. If the Soviet Union 
wants to preserve its interests in the 
region it cannot actively oppose the 
neutralisation plan even though diis 
could work to China's advantage. 

Mobe Than a Reauty 

On the whole China’.s new look 
diplomacy has resulted in immediate 
letums, at least in South-East Asia. No 
country any longer firmly believes that 
China is a threat to the region's peace 
and stability. On the contrary the con¬ 
viction is growing that there con be no 
peace and stability unless friendly rela¬ 
tion Ix-tween China and the countries of 
the region are developed. The Soviet 
Union stands to lose the most in die bar¬ 
gain. Aeroflot operates regular flights 
from the Malaysian peninsula to London 
via Moscow and is shortly going to ex¬ 
tend its services to Thailand on a recipro¬ 
cal basis. Soviet Government tradesmen 
are busy promothig the sale of fsurm ma¬ 
chinery in Malaysia. Over the last two 
years quiet Soviet diplomacy has paid 
dividends of sorts in South-East Asia. 
Until the recent Chinese diplotnatic 
offensive, Soviet gains did indeed kxA 
impressive. What China has puffed off 
recently is nothing short of a dlplwnaHc 
coMp. A Chinese oounter*wei|^ to 
Soviet influenoo in the regicia is now 
more &an a reality. 


1172 



THE FOURTH ESTATE 


If Wishes Were Budgets... 


guarded, all>uit ii<>t uiiciitii'al, wel(»ina 
it accorded the budget. 


Nlreekshak Though the budget naturally over- 


DOES no one have a good word for 
the Union Budget? It wotdd seem not. 
certainly, such words of appreciation 
as have been thrown in the direction 
of the Financs' Minister have been 
drowned in the chorus of proti'sts. 

• Even Natioital Herald, which is un¬ 
mistakably acquiring, if it has not al¬ 
ready dt>ne so, all the credentials of an 
official mouthpiece of the Government, 
had to concede, that it was “a diffi¬ 
cult budget”. 

The Press usually tends to give the 
budget the treatment it reserves for 
Derby Day at Mahalaxini. A day or two 
before the great event the most prob¬ 
able winneis — taxes substituting for 
horses in the ease of the budget — 
ate paraded for public view on the 
front pages. Excitement mounts as 
the day d.iwns and. as the evening 
newspapers recoul, all roads lead to 
Mahalaxini or the stock exebasiges us 
tin- ease may be. Fiom the moment 
the Finance Miiiistei staits m.akiiig his 
Jmdgct proiiosals m Pailiament just 
like when the staitei releases his horses 
on their fateful jouiney at Mahalaxmi, 
all bedlam is let loosi’ — exee])! that 
while the betting ceases tiom the mo¬ 
ment of start ol the hoise-iace, in the 
ease of the budget it leatlv staits only 
after the Finanee Ministei has mad<’ 
his proposals. I'he betting now is that 
the tax on maida will nevei get past 
the winning post. 

However that ma\ be, lew news- 
papeis have been as eiieuuisiiet t as 
the Herald in theii (ommeuls on the 
budget. Htatcmuiii, for example, tailed 
it “a savage budget", even as the 
spokesman foi Indian monojiolv capi¬ 
tal G D Biila, svas leaning over back¬ 
wards to applaud Y'eshwantrao Gha- 
van’s efforts in budget-making I The 
changes in wealth tax, Stfite-sinun ar¬ 
gued, will not only inniose a viitual 
ceiling on indiviilual wealth at a much 
lower level” but will ensuie that foi 
an even larger nuoiliei ol taxpayers the 
total tax burden will gieatly exceed 
income”. The budget has given a 

further boost to black money, tax ac¬ 
countants and eoriupt tax collectors.” 
As for corporation taxes, Chavan’s pro¬ 
posals were “one more attempt to pe¬ 
nalise the more efficient company". Al¬ 
together, contended Statesman, the 

budget “is distinctly long on sticks and 
.short on carrots”. 


Birla’s own newspaper, Hvulustan 
Times, thought Chavan’s was “not the 
best preseiiption”. Some “sound prin¬ 
ciples ... disceinible in Mrs Gandhi’s 
budget last yeai”, it argued, “have 
been abaiitloned in an all-consuming 
tax-hung«‘i '. Though from every point 
of view, “holding the pi ice lini', creat¬ 
ing emploj incut, and improving the 
climate ioi luitbei investment” was 
necessaiy to "(lURken the impulses of 
piodiictiuii . wlial has uelually hap¬ 
pened is “a niechanislic approach to 
the concept ol leiliieing disparities in 
income and an oveiwhelniiiig iximpul- 
sioii to laise lesouiccs”, with the re¬ 
sult that (ih.ix'aii has hci'n couipclletl 
to puisiu his aim in “.sell-dcfcating 
ways”, 

Mii.i) Toni.;s 

In eoiiliasf to such uncompromising 
ciiticism, liutiaii I'lxpress, .suriirisingly 
enough, sjioke in iincharaeleristically 
mild tout's, I’lic biiideii of its ciiticism 
was that the I'liuintx' Minister “is 
weighed down b\ tlie burden ol what 
he legards .is the electoiate's tiiati- 
date . How evil, since what the mass 
of the iieojile wanted was “a better 
'lie , this < mild not he piovided with¬ 
out a amieli lugbi i i.ilc of economic 
giow'th and “Ml Cliavaii’s propo.sals 
will not delis ei the goods". Times of 
India likewise loiileiidcd that the “real 
sscakiiess” oi the budget was “its fail- 
uic to u.so lisi.il and price policies as 
a planning mstimiK iit to soeiiie a more 
lapid late ol giowth”. Gtiavan, it 
addetl, had not “come to giips wilh 
tlie cs-ntral piolilein ol generating more 
savings in llir etonoiiiy”. 

One ot lilt vi'iy few iiew.spapers 
which disagiecd wilh such a view was 
Hmdu\tan Stanilaid. The paper believ- 
< d that tlic budget was indeed 
“giowtb oiiciiteil, in the sense that Its 
lirimaiy aim is to i.iise resources for 
actx'leiating ecoiioiiiic growth". No 
uiideideveloped cmiiitiy could “hope to 
I my prospeiity at a low price”, it ar¬ 
gued, and “Ml Ghavan’s objective 
si'cins to be to put as low a burden on 
tbc ixior as possible and to extract 
liom the rich as nui(.li as is practicable 
— although it caniiol he said ho has 
lie"n very succi'ssfiil in his balancing 
act”. Free rre<is Journal was another 
new'spaper which stood out in the 


shadowed other issues, one develop¬ 
ment which attracted considerable 
notice was the puhlicalion of the Baja- 
mamiar romiiiittee’s leport on Centre- 
State ri'lalioiis. I'erliaixs the most 
trenchant, and ceitainly the longest — 
two lull eohimiis — comment on the 
icpoit came Irom Tribune. In the 
Gliaiidigaili daily's opinion, it was 
“siibiialional politics” that the Com- 
niittee was iiidnlging in. “Short of 
demanding that the people of one 
Slate shoiiid eijiii]) themselves with 
passports 1 m hue < Kissing into another 
Sl.ite", Tribune wiute, “the Raja- 
iiiannai Committee has done every¬ 
thing else lo make the States practi¬ 
cally iiidepeiicleiit ot each other and 
ol the Centie b> making the Goiistttu- 
lioii stand on its head”. 

Searchliiiht saw it all diflciciitly. 
When tlie Triiiie Ministei rejected a 
suggestion in tile Uajya Sahha for the 
appoiiitmenl ol a national commission 
lo go into the (iue.stioii of Centre- 
State lelatimis, Seareldif’bl wrote: 
“She not mil) ruled out the appoint¬ 
ment ot a national commission to 
examine the iiuestion but went lo Uie 
length ol staling that tlie .ippoiiitment 
oi a c'otiiinissioii lo go into the ques- 
limi ol giving widei power.s to the 
States imghi (le.ile eomplie.itions. It 
was a sti.ingi' asseilion . . . . ” The 
I’atalipiitia daily — I’aliia is no longer 
oilieial nanii' ol Biliai’s e.ipital—found 
much to ronimend in tlic recoin- 
men<l.ifi<ms ol the It.ijaiiiannar Com- 
iiiiltee It w.is a “valuable document” 
till! ol “liighly sensible and praclieal” 

1 eeomiiieiid.it ions whiili “respond to 
tlie iiiges of peojile all over the 
loiniliy”. 1 lieieloic, it said, the 
“.st.md taken bv the Friiiie Minister 
lliat Centre-State lelalioiis required 
no le-examin.ition has been most ill- 
advised and calls lor an immediate re- 
eonsideialioii”. 

The Rajainaiin.ii Goiimiitlee’s report 
docs not liowevei seem to have eii- 
liilisecl eveixmu . even m Tamil N.idii, 
il eoiianeitls in Mad aii' .aii) iiidica- 
lioii. Mail said, th.il il given effect 
to. the reconmiendations of the C^om- 
inittce “will change the enliic lace ol 
the cxiunlix' and imoiii.ige cenlritugal 
lendeneies”. What India needed was a 
strong Gentle anil vi:ible States, and 
“tlu'se ohjeclives can he achieved with¬ 
in the piesent eonslitulion”. 
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Incidental Study of Incidence 

Mabesh Bhatt 

Incideace of Taxation in Gufarat, published by National Council of 
Applied Economic Research, New Delhi, 1970; pp 118; Rs 18/53/24 sh. 


THE .search fur quantitative estimates; 
of tax incidence leads the explorer 
through a wasteland of muddled con¬ 
cepts, inadequate thfX)ry and lack of 
data.' Nevertheless, the questions, 
"What proportion of the total tax bill is 
paid by different income groups?” and 
"What proportion of the benefits from 
total Government expenditure is receiv- 
. ed, by different families?" must be. 
.aiMwered. Unless such tax-benefit analy¬ 
sis is available it is not possible to 
make any meaningful statement regard¬ 
ing the equity, progressivity, or dis¬ 
tributional ju.stice of any tax-structure. 
Unfortunately, in India, no such effort 
has been made till now to determine 
the fiscal incidence —i e, the incidence 
of Ixith aspects of governmental acti¬ 
vity, viz, expenditures and revenues. 
What is available is the studies of in- 
cidance of indirect taxes carried out by 
: Economic Division of Department of 
Economic Affairs, Ministry of Finance.* 
and the study of NCAER under review. 

The well known problems involved 
in estimating the incidence of total tax- 
structure arc (1) selection of taxes to 
be included, (2) the allocation of tax- 
payments by inaimc brackets; and (3) 
the translation of this allocation into a 
schedule of average “effective” tax 
Mtes. Both shidies of the Finance 
Ministry were restricted to the burdcti 
analysis of indirect taxes at dre national 
level. This was inevitable because data 
on income distribution by .size brackets 
are nut available. As against this the 
NCAER study tries to analyse the tax- 
burden at the State level and makes an 
effort to estimate vax incidence in rela¬ 
tion to expenditure as well as income 
of houselioldB. 

Exci.usion or- Uukai. Sectob 

The nect'ssary iulonnatioii was ob¬ 
tained by sample survey of ],000 
households of tile five urban towns 
with a population of more than 10,000 
out of the total of 116 such towns in 
Gujarat. Thus, this is not a study of 
incidence of taxation in Gujarat—as its 
ti^ suggests—but a study of incidence 
oftaxation on the urban population (of 
fiye towns) in Gujarat. The exclusion of 
the nual sector was insisted upon by 
Gujarat Government whidi financed 


this study. What factors led Gujarat 
Government to insist on such an ex¬ 
clusion of the rural sector is anybody's 
guess. Whatever, may be the reasons, 
the exclusion of the rural sector reduces 
the usefulness of this study as a guide 
to policy-making. 

The study begins with a review of 
the Budgetary position of the State. The 
success of the State Government in 
mobilising resources is reflected in the 
fact that total revenue as a proportion 
of State income increased from 6.76 
per cent in 1960-61 (the year in which 
the State came into existence) to 12.44 
per cent in 1965-66—the highest in¬ 
crease obtained by any State in this 
period. Similarly, the proportion of 
State income taken as tax revenue in¬ 
creased from >3.29 per cent in 1960-61 
to 5.25 per cent in 1965-66. This rise 
is also the highest incFea.se obtained by 
any State during the period. This rise is 
also reflected in the highest exploita¬ 
tion or buoyancy co-efficient of 2.00, 
compared to 1.55 for all States. This 
amounts to a tribute to the State Gov¬ 
ernment’s sound management of its 
finances. 

However, it is difficult to understand 
why the Council study finds no men- 
tiim of certain unhealthy (nr unpleasant 
to the State Government) aspects of 
State finances. For example, as against 
tile tendency to exceed budgeted re¬ 
venue and expenditure, on revenue ac¬ 
count, in the case of capital expenditure 
(outside the revenue account) one finds 
that the target (budgeted) for this' ex¬ 
penditure is normally not reabsed.* This, 
indeed, is an unhealthy feature of the 
budgetary imsition of the State, because 
a substantial portion of the revenue ex¬ 
penditure is devoted to non-develop- 
mental purposes while capital expendi¬ 
ture Is largely develojTmental expendi- 
tiir. Could it lie then that the financial 
soundness of the State is achieved at 
the cost of economic development of 
the State ? 

Similarly, there is no mention of the 
role of Central assistance. Even a 
casual study of the State budget attracts 
attention to the declining proportions of 
the Central assistance and increasiag 
self-reliance of the State. 


However, this should not be consi¬ 
dered a great weakness of the itikh'i 
since the main objective was^ itudy 
the tax-burden distribution and not the 
budgetary position of the State. The 
main findings of the survey on iodd- 
ence are given in nine pages (out of 
118 pages) qptead in two chapters, one 
dealing with the incidence of taxation 
on urban households (which ought to 
have been the title of the book) and ihe 
other with the incidence of taxation on 
trade and industry. The actual distal' 
bution of tax-burden among individual 
households has been calculated by ap¬ 
plying the tax-rates to the exp«iditure 
and income data collected thrnngh the 
survey (involving some 30 pages of 
foolscap questionnaire). The survey 
relates to 1967-68, and as roentioDed 
earlier is confined to the urban lector. 
The findings of the survey reveal that 
the, distribution of the money burden 
of the tax system (Central and State) 

<ti- a whole is progressive; tax burden 
as a proportion of income increased 
from 8 per cent in the lowest income 
group (less than Rs 1,200 annual hi- 
come) to 22 per cent in the highest 
group (almve Rs 24,000), Taking the 
taxes individually, it is found that the 
burden distribution of excise tax and 
sales tax is regressive. But this need 
mit worry us because tax progression 
is relevant to the “tax system as a 
whole”. 

No PrOPEB PnOCEDUBE 

The question is whether the observa¬ 
tions made in the study about the 
marked progressivity is really about the 
tax system as a whole? Although it is 
claimed that all important Centra] and 
State taxes, both direct and Indirect, 
are covered, in fact as far as Central 
taxes are concerned only income 
tax and Union excise on consumers —* 
goods bought by households are tadeen 
into account. As for State taxes, all im¬ 
portant taxes are taken into account, 
except land-revemie. Howevw, no ac¬ 
count is taken of the local municipal 
taxes (which are relatively very hij^ in 
Gujarat*). Hence the observation made 
cannot lie strictly considered as the 
obserViRion about the ‘tax system as a 
whole' unless the mixture of some Cen¬ 
tral and State taxes is regarded as a 
whole. In order to nmvince that tiie 
'mixture' is 'representative of tibc 
whole', the proper procedure would 
have been to give the pmentage dis¬ 
tribution of total taxes colHeoted in 
Gujarat by tax revenue source and show 
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tbat the taxes included in the tax4>ur> 
*^eq caloulntuins are most important for 
the punjsse. 

ISlmUarly, it may be perfectly all 
right to examine the distribution of tax 
payments in a closed economy and to 
idlocate all taxes to iamilies within 
an eoonoony when we are concerned 
with the economy as a whole. But it 
is a distorting simplification for a study 
of,incidence of taxes in a State whidi 
■% highly commercialised. So a coiuido- 
ration of the degree of tax-exporting 
to non-residents would be crucial for 
an assessment of incidence, unless it 
it assumed that tax-exporting and -im¬ 
porting cancel out. 

Further, to make a meaningful state¬ 
ment on the equity or progressivity of 
the tax system as a whole, some efforts 
ought to have been made to answer the 
question: "What proportion of the 

benefits from total government expendi¬ 
ture in the State is received by different 
income-groups?” If such study is under¬ 
taken, one may find that many taxes 
paid by people in the higher income 
brackets are used to finance services 
which are lor the benefit, broadly speak¬ 
ing, of the same income group which 
pays the taxes. Unless such an analysis 
is done, all burden analysis remains 
incomplete and should be treated as an 
incidental study of incidence only. It 
is true that the task of allocating the 
benefits of the public expenditure is a 
formidable one. However, let us note 
that several attempts have glready been 
made abroad to estimate the distribu- 
tian of benefits from government ex¬ 
penditure. One would legitimately ex¬ 
pect that an institute like NCAER, with 
its ample resources, would have at least 
made a beginning m this direction. 

Exercises in Ficuhemanship 

The tax-burden analysis under review 
relies largely on information collected 
through survey method. It it a well- 
accepted tact that, to obtain even ap¬ 
proximately correct information about 
income (and that, too, of the high in¬ 
come group households) is extremely 
difficult. Much of the validity of the 
conclusions of such a survey depends 
on how much reliable information is 
msule available by respondents to the 
ordinary investigator. In many cases 
sufh an exercise amounts to ‘figure- 
manship’ without reliable figures. 

It is not known whether the concept 
of income used includes all types of 
non-money incomes (such as rental 
value of owner-occupied homes) and 
imputed incomes. The household in¬ 
come, on the basis of which the tax 


buadm is calculated, includes non- 
taXlMe'iqcome of inembeis of die fami¬ 
ly and also income which falls below 
the exemption limit. If the non-taxa- 
ble income and income below the ex¬ 
emption limit were excluded, it would 
have perhaps considerably diminished 
the progression for the high and high¬ 
est open-end income brackets. It is not 
clear whether, in applying the tax rates 
to the income oi each household, any 
consideration is given to the size of the 
family, to whether the taxpayer is un¬ 
married or married, and has a depen¬ 
dent child or childicn, nor to whether 
it is a Hindu undivided family. Such 
factors have a major bearing in deter¬ 
mining income-tax liabilities because of 
the income-splitting opportunities which 
they provide. It is doubtful whether the 
NCAER study makes any allowance for 
such factors. Grouping of families re¬ 
ceiving the same income in the same 
income-brackets, and mechanical appli¬ 
cation of the tax rates without the 
consideration ol these above-mentioned 
characteristics, may give a seriously 
misleading picture of the progressivity 
and distribution nl tax burden. 

The NCAER study also claims that 
it has made a .study of the tax hicid- 
ence on trade and industry in Gujarat. 
For this puipose, taxes on commodities 
and .services consumed by the cotton 
textiles industry arc taken into account. 
Having discovered that the taxes in¬ 
creased by 8.8 per cent (1901-67) while 
the prices of mill cloth rose by a much 
higher proportion, it is concluded that 
the increase in the taxes was fully 
absorbed in the price rise. Secondly, on 
the basis of the study of a 10 iier cent 
sample of public limited companies out 
of the 300 TeRistered in Gujarat, ratios 
of (1) tax provision to profits before 
taxes and (2) profit after tax to net 
worth of company, are calculated and 
it is concluded that there is no direct 
lelationship between tax on companies 
and their profitability. Lastly, on the 
basis of discussion with the Chamber of 
Commerce and the Millowner’s Associa¬ 
tion, it is concluded that “there is no 
concrete evidence of diversion of trade 
and industry from Gujarat to other 
States due to dispaiity in incidence of 
State taxes. 

These methods of calculating tax in¬ 
cidence on trade and industry are in¬ 
deed crude and heii<-e are likely to be 
misleading. Simply because prices of 
cotton cloths have increased more than 
the percentage increase in the, taxes on 
commoditjes and serviem one cannot 
comdude that the increase in the tuxes 
was fully absorbed in the i>rice rise. It 


is possible that increased prices of cot¬ 
ton textiles might be on account of an 
increase in othei costs. It would be 
relevant to correlate the taxes to the 
rale of return in the textile and othei 
industries in Gujarat. Unless it can be 
shown that the taxes have not adversely 
affected the growth and the return on 
investmciit in industry in Gujarat, it is 
misleading to say anything about the 
incidence of taxes on industry. Any 
study of incidence of taxation on indus¬ 
try and trade in a particular State in a 
federal structure, must ascertain the 
effects of the State tax-structure upon 
the industrial development oi the State. 
It would be necessary to examine whe¬ 
ther the rapidly growing State would 
have grown still moie rapidly if it bad 
not been for the higher tax burden in 
Gujarat. 

If a recent study of the industrial 
growth ill Gujarat'' is any indication, it 
clearly shows that, as compared to many 
other States, Gujarat is not able to main¬ 
tain its tempo of industrial growth. 
This evidcnci' suggests that, perhaps, 
the high tax rate structure of the State 
might be diiving industries out of the 
State. 

A Rom Statement 

Having said that it is not concerned 
vith the wider question of incidence of 
the company tax, the council study 
nevertheless tries to show that there is no 
indirctt relationship between the tax 
on companies and their profitability. 
This is, ind<-ed, a very bold statement. 
In iait, the Goiintil study did find that 
in the case of some companies (1) die 
tax latin increased and profitability de¬ 
clined and (2) the tux ratio declined and 
profitability increased. As far as these 
companies are concerned there seems 
to be some relationship between tax on 
companies and their profitability. In 
companies where (1) the tax ratio In¬ 
creased and profitability also increased 
and (2) the Ux latio declined and pro¬ 
fitability also declined, non-tax factors 
might have played an Important part. 
But one could also argue that the satue 
may be said about the first group of 
companies. It is difficult to establish any 
causal relationship between taxes and 
profits in an empirical way. This Is so 
because many non-tax factors affecting 
the piofits do not remain constant over 
time. 

Further, such empirical studies are 
of doubtful usefulness for drawing any 
valid conclusions because they lump 
together firms of various kinds facing 
quite different market conditions in both 
factor market and product maiket, and 
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ihoiigh compaiiicii may lie registered in 
Ciijarat ltic> may not tie carrying out 
tiicir inamilactiiiing activities hi Gujarat. 
Wlial is m-eded loi tlic puipose is an 
industi>-wise .111(1 piodiK t-\M.sc study. 

til diawiiig atlciitioii to some of these 
iiietliodologieal and teehim.d Ihnitutioiis, 
vv(' aie not ((iiestiomiiK the general 
iiseluliiess ol Midi ,i ,stod\. l et, if con¬ 
sider,ilioii III nil iileiiei; and tax C'lJUity 
is to (ilay .ui iiiijioitant pait in formu¬ 
lating a lalioiial liscal Icgi.slation deal¬ 
ing witli levniiie rc(|iiircmeiits and 
piihlic csiviiditiiie, it is high time that 
we iiitioilijcc these iicce.ssary refine¬ 
ments III 0111 analyses. 

Nous 

1 It A Miisgiavi- and his a.s.sociate.s: 

‘Distillmtioii III T,i\ I’asments hy 


lllSTOlflGAl.I.V. Iiidi.i and Nepal 

have lieen eloscK lel.iled to each 
other, yet llieii nuiliial lelations are 
not wh.it they slionid he. Their 
dilfciemes aie not iiieic neiglihouily 
Ihckeriiigs, hilt gieal niisiinderstaTid- 
ings ahiinl eadi iithei’s loles. Both 
seem to lie w.iilnig loi a hi idge-huildcr 
to ai'iive on the scene. 

■Suiii-Ai r. I'm mi-; 

.Shiiinaii Naia>an. now Governor of 
(iujaiat, was heloie coming to the Haj 
Bliavan in Ahmed.ihad om .Amhassa- 
dor m Kathm.iiidii In this hook he 
piovides a peisonal lecoid ol his 
piihlic. assigimient. Gonhiimg his at¬ 
tention to the toinialitie.s ol the court, 
howevii. .Siniinan Nai.ivaii could not 
piohe deep enough into underlying 
conditions. Biing a confirmed 
Gandhian. he w.is mine concerned with 
proving llic .success ol open diplomacy 
—- .is the siili-tillc ol Ins hook shows. 
The leioid, iheiefoic, .should he read 
as such, it achieves nothing more coii- 
eiete hv wav ol hiinging the 
two jii oph s elosei together in 
iiiulcistaiidmg. 

Shriman Naun.m made the emhassy 
receptions eoiiililelely ‘du'. “Not a 
drop ot wine wa.s ponied into the 
glas.scs at ,iny of the tnnetions at the 
Emhassy" (|) 107). lie was responsible 
(p 103) fill getting the Hoy.il visit to 
Nagpur, to address the HSS rally, ean- 
eelled. Visits to Nepal by Indian 


liieome Gumps: A Case Study for 
1948', Ntuioiml Tax Jowml, Vo¬ 
lume IV. March 1951, p 1, 

2 CJoveriuueiit of India, Ministry of 
Fiii.iiiee: “Incidence of Indirect 
Tasal Mil 1—19,58-159 and 196.3-64”. 

3 Mahesli Bhatt and C II Thacker: 
“.Some As|ieets ol the Eiiiances of 
tile (iiiiauit Government”, pub¬ 
lished b\ Giijaiat Umveisity, Ah- 
iiiedab.id - 9. 

I Mahesli Biiall and M 8 Trivedi: 
“Tile Metrornilitan Finance in a 
l)ev<-lopmg Eeonoiriy — Ahmcd- 
.ib.id Mimicipal Corporation — A 
Case .Study", Balgoviml Prakashaii, 
■Aliniedaliad-l. 

5 Mahesli Bhatt and V K Chavda: 
■Industrial Growth in Gujarat — 
All Appiaisal’, Economic and Voliti- 
riil Wcekh/, Volume V, Number 28, 
Novciiibei 28, 1970. 


digiiitaiies (p 13) and reliiiii visits of 
Nepali Vll’s including members ot 
Nepali I'ailiameiil (Ra.slilriya I’ancha- 
>al) wcie airanged (pp 77-79). Many 
othei such aeliievements are listed by 
Sliiim.m Naiavail in his recoid of per- 
.sonal tiimnphs at Kathmandu. 

Fioni a seasoned eduealioni.st, 
tiandhum thinker, and esperienced 


pulitical worker, soinetliiiig more subs¬ 
tantive w'as to be expi’cted, both In 
diplomatic hams as well as<Jn the 
narration and analysis of Indo-Nepall 
relations. Instead, we have a list of 
the Mieeessive cabinets in Nepal, parti- 
eiil.irly diirmg the post-Kana period — 
16 chaiigi's III cahmet between 1051 
.iiid 19(i6 bill not a word on why 
these changes took iilaee, nor the 
leasons for the internment of the 
many cabinet iniiiisteis. 

That tills lecoid ot ambassadorial 
assignment is nioie personal than 
oifieial, is also seen Irom the photo- 
giajihs and 'he appendices included. 
Moic Ilian one-tourth ot the book is 
devoted Id .ippeiidiees in which lauda¬ 
tory letteis to tlu' author are included. 
Only two ol tile appendices — F and 
G — aie niiportaiit doeiimunts, being 
the texts of the licalies hetw'een India 
and Nepal. 

Fiom olliei jioiiits ol view, also, the 
book is disappomling. Ncwaiis, as 
[lart 111 tile popnlation. aie not men¬ 
tioned. The .sociological and economic 
con.so(]ni iic( s ot the c.vpatrintion of the 
Nepal youth are not even touched 
ii|H)n. The in hue need of the Nexiali 
people IS a legid.rr supply of salt and 
though India can meet it easily little is 
done to assure the average Nepali 
that he will get it. For a Gandhian 
iimb.rs.sador, this soil ol refusal to face 
hiiidaiiiental piobleins is unbecoming, 
to sav the least. 


Fact Book on Manpower 

2nd Revised & Enlarged Edition in Three Parts 

Part I: Popnlation & Lahour Force. Pp 419 incl. 34 Charts. 
Price Rs. 22.00 or $6.00. 
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The University of Mysore 

A Case Study in Decentralisation 

Glynn L Wood 

The changes that, have reshaped the institutional structure of the University of Mysore are indicative 
of profound changes in the political environment of that University — changes of major consequence for 
most academic institutions in post-Independence India. 

Caste rivalries have affected the University almost since its inception and caste based educated 
societies have been one of the major factors in the rapid expansion and decentralisation of the University. 
The earlier Congress ministries were also particularly eager to expand higher education to serve a wider 
clientele. The effects of the inflation of university education have been both complex and controversial. 


SPRAWLING over tlie soiithr'rn eleven 
districts of the State of Mj'sote, the 
University of Mysore today little re¬ 
sembles the small elitist institution 
created by th<! Maharaja during Woild 
War I. At the time of its tounding the 
University included only faculties for 
arts and science located in two colleges 
that had pr<-dated the university by 
some forty years. The liislory of the 
Univeisily of Mysoic in rets'nt years 
has been one of rapid growth and de¬ 
central i.sat ion in response to a heavy de¬ 
mand foi efwaii, localK available 
higher education. 

The University of M\soie was the 
first to be founded in a jninei'ly .State 
and was the seventh imiveisity to be 
founded in India. Tin- ni.in iisu.dl> 
given credit lor its founding is M Vis- 
vesvaraya, Uewan ot Mysoie troni 1912 
to 1918. While the Maharaja’s govern¬ 
ments were ever anxious to present the 
appearance ol progressiveness, the years 
under Vi.svesvaraya were particularly 
marked by schi'mcs for both educa¬ 
tional and industrial developinent.' Be¬ 
cause. much ol the Visve.svaraya pe¬ 
riod coincided with Woilil War 1, 
many of his plans for iiidiistriali.satioii 
were sidetracked. Not so his plans for 
educational change, for as he vsrote ol 
the period, "I was convinced that the 
unsatisfactory economic condition in 
Mysore was due chiefly to neglect ol 
education'.* 

When Visvesvaraya took office, high¬ 
er education in the iirincely .State was 
limited to two Government colleges 
which were affiliated to Madras Univei- 
sity. Soon after taking office the new 
Dewan sent two senior members of the 
State’s educational biireauciacy abroad 
to report on university education in the 
United States, Japan, the PhillipirK's 
and Australia. Reports of these visits be¬ 
came part of the deliberations which 
ted to a proposal for an independent 
university submitted to the Govem- 


nient of India in 1915 and again in 
191 fi.'’ Uespite some resistance olFer- 
<d b> Madias Lfniversity, the new Uni- 
veisiiy was perniitted to begin opeia- 
lion in the suiiinier of 1916. 

ft shoiilil Ix' noterl that prior to the 
lounding ol the University of Mysore 
iiikI Bcii.ircs University (also in 1916), 
no new univcisity had been lounded in 
liufi.i for 29 yeais. The moratorium on 
new iinivcisifics had been the result of 
diss.itisfaclion with the pievailing sys¬ 
tem ol allihatioii in which universities 
weie simply licensing liodies, and in 
which the colleges which actually did 
die leaching were widely .scattered and 
little inllueiici'd by university regula¬ 
tions. This dissatisfaction was strongly 
expressed in an influimtial and c.xtcn- 
sive lepoit on Calcutta Univeisity pub¬ 
lished ill 1916* The report ol the Cal- 
ciilta UniviTsity Commission piovided 
a backdroj) loi planning the new Uni¬ 
veisity oi Mysore, and the planners 
consciously atteiii|)tcd to create a teach¬ 
ing uinversitx. which would not detcri- 
oiatc into a licensing board. This aim 
was cleaily stated by the Maharaja of 
Mx.sore ill his fiisl speech to the Uni¬ 
veisity .Senate. 

“It is, I think, obvious that our Uni¬ 
versity. with only two federated Col¬ 
leges, will come into special touch aith 
the professors and students in a way 
which IS not possible in the ca.se ol tlie 
oldiT universities with tlieii system of 
affiliated colleges spread over vast 
areas”. 

During the e.irly years of operation 
the Uiiiversitv ol Mysore did fulfil the 
expectations o' the Maharaja and his 
planners. Science teaching was exm- 
eentrated at Central College in Banga- 
loie, the arts were taught at Mahara¬ 
ja’s College in My.sore, and what little 
expansion did occur during the first 25 
years was handled by new, specialised 
colleges wh.ch were an integral part of 
the university. These included colleges 


of medicine and engineering, colleges 
lor women, and colleges especially de- 
sigiu'd to conduct the intermediate 
couisc. Duiiiig the depression enrol¬ 
ments actually tell slightly, but by 
I9.'39 the University had just over 3,000 
students, all enroled in idght colleges in 
the III bail ceiihcs of Bangalore and 
Mysore.® 

Biiauviin KnurAnoN Societies 
II the University of My.sore had been 
able to avoid the pitfalls of the affiliat¬ 
ing university through 19-39, the pic- 
tiiie ehiinged rapidly thereafter. The 
move .rway from centralised, govern- 
iiient.d control was indirectly the result 
ol the agitation against ‘Brahmin do- 
iiiiii.uKs-’, which led to discriminatory 
iiieasiiies ag.riii.st Brahmins by the My- 
soH- (Jovei'iinieiit both in reciuitmciit to 
Govi '111100111 .service and in admission to 
the University. Anti-Brahmin feeling has 
had a long histoiy and in modem times 
the leeliiig was oftni .shared by non- 
Bi.ihniin lliiidiis and British adminis- 
tiators." The aiiti-Brahmin argument 
has usually been that the Brahmins are 
a iiiivilegeil group who hold a dispro- 
lioilionale numbei ol government jobs 
, 111(1 leceive mole than their share of 
ediiealioii at all levels; and further, that 
Biahmiiis use their position unfairly to 
iiiamtaui doniinance over lower ca.ste 
gioiilis. The first attemtit to reduce 
Biahiiim dominance’ in Mysore was 
made in 1874 by British administrators, 
w ho had temporarily replaced princely 
nile." The British effort was iiielfoctivc 
and the issue was not pursued vigoi- 
ously in My.sore until the anti-Bruhmin 
paity ill Madras State was in ascend- 
aiux' eaily in the twentieth century.® 
In 1918, while Visve.svaraya was Dc- 
waii, the Mahaiaja of Mysore appointed 
a committi'e under the chairmanship of 
the Ghiel justice of the State High 
Goiirt, Leslie Miller, to recommend 
measures to reduce Brahmin domin¬ 
ance. Visvesvaraya, a Brahmin, resign- 
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eel as Uewan in prole's!. In resigning 
he argued that everyone would benefit 
if the best men available were utilised 
in the work of improving the economy; 
hence any .sy.stem giving speci.il eon- 
siderution to bucksvard groups would 
reduce the capacity of government.''' 

The Miller Coirauission leported m 
1910, and alter defining all groups ex¬ 
cept Europeans, Anglo-Indians and 
Brahmins as backward, recommended 
that prciciencc be given to mcmbeis 
ol backward groups m the Govern- 
ineiit service, and in admission.s to 
Goveinnient schools and colleges 
Sub.seijuent oiders issued by the Ms- 
sore Government did make these lesei- 
vations. 

Thereafter the Univeisity ol Mysoie 
and its collegr's were deeply involvi'd 
in the controversy. Annual reports of 
the University beginning in the 102().s 
analysed both enrolnienl liguies and ex¬ 
amination results by as many as ninety- 
six separate caste groups.'^ Vet despite 
these efforts to icdiici' Urahinin domin¬ 
ance in the Univeisily, nearly 00 pel 
cent of the ennjinent in 19-15 wiTc 
Brahmin, while the 1941 cen.siis lound 
that only 4 per cent ol the iiopulalion 
belonged to tlial caste group.'-' Th<' 
struggles that wnil on m the Universi¬ 
ty ol Mysoic between lliahmiii and 
iion-Brahmin ovci admissions, examina¬ 
tion results and stall appointments even¬ 
tually had its effect, however; and alter 
1945 Biahmiii .students began to mov<- 
into new private colleges iiin mainly 
by Brahmin education .societies.** 

While education societies had .spon- 
soreri primary and seeondaiy schools in 
Mysore for many \eais, until 1945 
higher education had bec-ii a .Slate mo¬ 
nopoly. The University of Mysoie had 
been, in effect, tiu- govei niiieiital de- 
paitmcnt charged with managing highei 
education in its osmi colleges. In 1945, 
however, the univeisity granted affili¬ 
ation to four private colleges, three ol 
which were Bialiinin-nin. These fiisl 
colleges offered coui.ses onK m arts and 
science, but evc-nlually piivatc colleges 
also were to compete in the more •ex¬ 
pensive fields of ciiginci'ring and medi¬ 
cine."' 

The caily colleges lonnded b> Brah¬ 
min societies usually li.id two things in 
coimnoii — a laiilv high aeadcinie 
standard, as might be expected bi-cause 
of the traditional Brahmin pre-cmin- 
cnct' in education and meagre finances. 
Except for the Malnu-afa, there had 
been little tradition of regular philan¬ 
thropy for education in the princely 
State, and Brahmin colleges were usual¬ 
ly run on students fees (inevitably lead¬ 


ing to overcrowding) and limited grants 
troin the Government.** 

As entry to Government service be¬ 
came increasingly difficult in the 1950s, 
medicine and engineering became the 
most attractive fields for the young 
Biahmin. Merit was a more iinpoitaiit 
crileiion in the.se difficult fields, and 
giaduates might po.s.sihly find employ¬ 
ment outside Covcniinent service. How¬ 
ever, openings in Coverninctil mcdieal 
and engineering colleges were also li¬ 
mited, and became more so as the M\ - 
sore State Government revised icseiva- 
tioiis for hackxvard groups to 75 per cent 
ol the adiin.ssion eaiwcity ol colleges in 
these fields." Beservations on the basis 
ol laste weie finally removed in 1962 
aftei live Myson- Government orders 
weie thrown out hy the courts, hut by 
tlial time a uuiuber of private colli-ges 
bad sprung up to take care of the high 
demand for medical and eugiiieeiing 
education. 

Non-Biiaiimin Ekfobts 

Disciimiiiation against Dralimins in 
Covi-rnment institutions was the single 
most important factor in the develop¬ 
ment of piivate colleges in the aiea 
served by the University ol M>.sore, 
blit billowing the stieecss of the Brah- 
iiiiiis, other caste groups have lolloxxed 
suit. The most siilistantiul effoits have 
been made by the Lingayats, .i seil 
that follows llie teaching of a twelfth 
century lefonnei named Basava.'" Basa- 
va, a Brahmin himself, rebelled against 
tile lormali.sin and hierarchy ol tin' 
Biahinainc llinduisiii of his time, and 
tonvei'ted in.niy lollowi'rs to a doetiine 
111 exfieine <'.galitariani,sin in which all 
believers, mule and leniali', arc to be 
tieated as equals. Members ot the sect 
earn- a sin.rll liiigam, the symlinl of 
.Shiva, .secured to a .sbing aioiind the 
neck — In-nee the name Lingayaf. 

fn modern times few Lingavul coii- 
veits have ber-n made, and sub-divioons 
within tlie .sect h.ivc in effect In't-omc 
lalis or sub-castes with typical inacti- 
ees regarding interdining, tnidogamy, 
etc. While T.ingayat leadership has 
been strongest m the noilh Mysore aiea 
served by Kunialak University, two 
Liiigayat iiialhs (monasteries) have been 
very active in higher education in south 
My.soie. Both math.s, the Shri Sidda- 
ganga math of Tiiinkur district and the 
Suttiir math ol Mysore district, conduct 
bioad progranimes aimed at improving 
educaliinial opportunities for Lingayats. 
The more important ot the two is the 
Shii Siddaganga math. Founded du¬ 
ring the nineteenth century, the math 
has had two leaders during the twen¬ 
tieth century whose interest in improv¬ 


ing the lot of tlie Lingayat sect even¬ 
tually led them beyond traditional 
nidlh activities, to sponsor major pro¬ 
grammes for secular education.* “ By , 
1967 the math controlled sixteen edu- 
ealiunal institutions, including the Sid- 
dagangu Institute of Technology, an 
engineering college affiliated to the 
Univeisity of My.sore.*® 

In addition to the Lingayats other 
iioii-Bruhmin commrinifies which are 
eurretilly involved in managing arllcges 
are the 'Vokkaligas, the largc.st agricul¬ 
tural caste in south My.sore, and the 
Indian Clnistians. The Vokkaliga 
S.nigha, u caste association, currently 
manages a single college and Indian 
Ghristiairs have contirnred to run six 
missionary colleges startr^d before Inde- 
peiid<-uce, and have lounded three 
new colleges (including a medical col¬ 
lege) since Iiulepeirdeuce. It should be 
riolerl that no college has iK'cn found¬ 
ed by .tny Harijaii group. 

So<,ri:iri:s and hie New I’oi.nic.s 

While the older and more important 
cdiicaluni societies itr sortlh My.sore are 
based on eitbr-r caste, or religion, .and 
are olten an integral part of the .strug- 
.gle lor impioved eastr- status, a rnoie 
si-eiilar ])aUeiii lias .rlso doveloix-d, as 
irolitie.il elites have louiul private I'du- 
ealioiial nisliliitions anti societii's to bo 
exeellenl sources of strp]ioil. Tlris rela¬ 
tionship between edncalioii and polities 
can be ti.ieed back to the early days ol 
the liidepeiidi nce struggle, W'lien a nttm- 
ber ol .soeielies rair primary and .seeon- 
daiv schools as irart of Gairdlii’s pto- 
giaiiritK' of coiistnielive work. While few' 
itafiotialisl .socii'tios opened colleges Ire- 
lore lirdi'irendnt(.s', the high .schools be¬ 
gun as part ol the Congre.ss movenrent 
W'crc lire loieninnets of today's colleges, 
and at the lime gave the Congri'ss both 
a place frr hold meetings and a large 
miiiihet ol young rircir who could he 
used ill Coiigiess programmes. 

The eailiest connccliou between edu- 
eation and the nationalist movement in 
Mysoie actually prc-daled Gandhi. The 
National High School in Bangalore was 
lounded in 1917 hy the Theo.sophists 
as pait of Annie Be.s.atit’s programme for 
national i-ducation.^" Thr- parent body, 
the National liducatioii Society of My¬ 
sore, opened its first college in 1945. 

Since Independence the relationship 
Iretween politicians and higher education 
has become even more common, and col¬ 
leges have been one of the bases upon 
which a politician can build a career.® 
The rrwvards for the politician’s effort 
are eon.siderable, not the least of which 
is general acclaim for having improved 
educational opportunities for his con- 
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TaUIJ.; 1: COLt.EGE.^ BY MaNAGEMENI** 




1946-47 

1955-56 


1966-67 

Government Colleges 

g 


17 


22 

Private Colleges 

Total 

5 

14 


15 

32 


53 

75 

Government Enrolments 

3,700 


10,000 


18,000 

Private Enrolmenis 

1,500 


5,000 


22,600 

Total 

5.200 


15.000 


40.800 

Note: In order to make the statistics foi this and following Tallies equivalent 
over time, all Bangalore college's and cnroliiieuls are excluded. Bang.i- 
lore csillege.s were a part of the University ol Mssote until 1964 when 
Bangalore University was created. 

Table 2: Distiiiuution 

Ol' Colleges in ( 

ill IIS ANU ToW'N's' 

11 


Cities 

Distiic'l 

Towns 

Othei 

Towns 


Total 

All colleges, 1946-47 

10 

.3 

] 


14 

Government colleges 
iounded 1947 67 

6 

5 

3 


1 4 

Private eolleges 

Iounded 1947-67 

11 

13 

26 


50 

Total 

27 

21 

30 


78 


Note: The cities enteKoiy includes Mysoie, Matinaloie and Kolar Cold 
Fields, all having more than 100,OOO ixipnlutioii aecoiditiK to the ]061 
census. Covciiinient colleges include' iiistiliitions inn directly hy the Uiii- 
veisity and hy the .Slate and the Nation.d Coveinments. This Table also 
includes tluee college's that had hee-ii eliseeiiitiiiiie'd hy 1907 and uhie'h 
were' not nulueleel in 'J'able 1. 


.stitne-nts. Tn aelditieui the' neve ins’titntiem 
is a souiee (»f a e'e'itain aiiieinnt ot patieni- 
age, ot eceineeiine henefits loi the leey.il, 
e)f .stlielents a'nd stall who in.iy he' will¬ 
ing woikeis in politic'al e'ainjiaigns, anel 
of eewtacts with the higti-powerc'd poli¬ 
ticians and hun'anc'rats vs ho make iijr 
the .senate and eilhe'i ruling herdies eil 
the University. .\nel lor the irolitician 
out of oHiee', the' eolli'gc may simply 
provide gaininl e'lnpleiyine'nt until his 
luck change's. 

It should not he' assiiine'd that theit 
is any ne'at sepaiatiein hetween seculai 
and C'aste ha.si-d e'eluc'itional .societies, or 
that Mysore’s neilitieians tiave inlere-st- 
ed thomselve's only in se'cular aetivitii's. 
Soeictie's started e-.irly in the Indeilc*n- 
dence inovi'inimt as part of the program¬ 
me foi ‘national’ schools have often ac¬ 
quired a reputation foi being run in the 
interests of a single caste. Nor have 
secular politicians hesitated to become' 
iiivolve'd in the ai'tivities ol an educa¬ 
tional society that is openly caste base'll, 
if that society is important to the'ir 
constituency. 

While in some instance's a iiolitic'al 
figure is the entrepreneur, in others thei 
connection is less direct. One or two 
local men will he active in running the 
programme of the society, and the 
local MLA nr minister will be called on 
from time to time to visit the institu- 


tiein. to .si'ive' on the hoaiel of tnanage- 
me ut. or to fie lji non out eliflieultics with 
I'ithi'i till' ailili.iling iiiiivi'isity or the' 
Ministry of Kdiie'.ition. Both the insti¬ 
tution .Old the iMihliciun gain lioni the 
ielalionshi|). \'>hich need nevi'r he lor- 
nialisi d. 

I.sie.sci III Foui.'A'noN .SocimTES 

Th(' iinjiaet ol education societies on 
till' Univeisils ol Mysore can easily be 
si'cn ill th(' statistics for the fiist 20 years 
ol Indejiendeiice During this' lieriod 
most C.'oveiiinieiit ih'Velopiiiental funds 
well' spent to impiove the quality of 
('xisting colli'gis 'ir to create sjx'cialiscd 
ti.imiiig iiistitiilK'iis,-- Coiis('(|uently pii- 
vate college's h.ue met most ol the in- 
C'leased dmuiml lor highei education. 
As a I'i'sult till' University of Mysore, 
which until 194.5 excluded private t'ol- 
legi's altogethi'i, had by 19()7 been 
translorined into an affiliating university 
with the gieat majmity ol its colleges 
and studi'iits n the private sector. Fur- 
tlu'r, ol the 21 Uovernment managed 
colleges opeiating in 1967, only four 
(and a cc-ntri' loi advanced degrees) re¬ 
mained uiuU r the direct control of the 
University. Table 1 illustrates this 
change. 

Related to tlm growth in private 
management has been a geographical 


decentralisation of the rmiverslty sys¬ 
tem based on both local pride and 
the desire to keep children at home 
for sentimental and economic reasons. 
Earlier colleges, both ffnvcmment and 
private, were located in urban areas 
or in district headquarters towns. Since 
Independence, however, there has 
hec'ii considerable growth in other .imall 
towns as shown in Table 2. 

The I'ffi'cts of this decentralisation on 
the University have been several. From 
th(' point of view of the founders 'and 
their supporters, mofussil colleges have 
gieatly improved local children’s chances 
lor higher education, and it can be 
argiu'd that local participation in col¬ 
lege atfaii's is worthwhile in itself. 
Nonetheh'ss, llie price paid for these 
benefits has been heavy. The new oio- 
lii.ssil colh'ges lack the academic tradi¬ 
tions. the cxiierieni'ed staff, the libra- 
lies and laboratories found In the older 
mli.m colleges; .and the. economic cost 
ol iinpioving these facilities in a small 
town is jirohihitive for colleges that 
typically lun under strength, yet are 
di'jX'iident on student foes. Most col- 
K'gi' inanagi'rs I interviewed agreed 
with the Koltiuri Commission, that at 
least 500 .students were required for 
,1 eollege to be economically viable, 
and that emolments of 1,000 are opti- 
iii.il Vi'i of die 20 private colleges 
hi'guii in non-district headquarters 
toxs'iis only two bad an enrolment of 
f.OOO bv 1967 and only seven others 
luoie than .500 students.’* Now it is 
possible that the piohlcms of the poor- 
Iv equippi'il, under strength colleges in 
till' mofussil aieas are only temporary. 
Eventually these colleges could grow 
to luinimuin sliciigth and over a pe¬ 
riod, staff and lacilities could be im- 
jiioved unlit standards reach the levels 
lui'vailiiig ill more urban areas. 'This 
IS mdei'd possible for a p.irtieular col¬ 
li ge, hut the University will continue 
to h(' jilagiied liy new colleges, poorly 
atti'iidi'd, eqiiipiied and staffed, so long 
as Immdiiig a new eollege requires as 
little c'ihirt as at present. So many col- 
li'gi's have been founded in recent 
yeais lliat tile consolidation process haa 
been slow'd! and students and financial 
resoiiues liave Ix-en diverted to naw 
msiiliitiDiis before the old could readl 
the iniiiiimun enrolment figure. 

The reasons for the mushrooming of 
new colleges helore the older colleges 
me filli'd aie several. The limited phi¬ 
lanthropy availalile in Mysore is more 
c'asily mobilised for the capital invest¬ 
ment required to start a college than 
for the continuing expenses of an ex¬ 
isting institution. Particularly effective 
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in fund rai.sing has been the practice of 
naming new institutions after major 
donors. Also philanthropy tends to 
move toward local projects, .so that 
each town has some i)oteiilial donors, 
who normally would (ontrihute to a 
local educational project in preference 
to projects at the distiict head(|iiarters. 
Students also mov<' towaxl the ne.ire.st 
institution and while the fiist college in 
a town lowers the cost ol education so 
that moie students e.iii afford collegiate 
edneation, othiT students who eoiild af- 
foi'fl to go away to college will decide 
to remain at home. 

Yet neithei local demand for eolh'- 
giate <-ducation or local philanthunn 
were .siilhcieiit in many ol the riesv lol- 
lege towns to meet the miniimmi re- 
()uireinenls foi affiliation set by the 
University of Mysore. If the iiih-s of 
affiliation had been .sliietly enloreed, 
two reiiiiireiiinits m paiticulai would 
have ihdayed, if not liievented, the 
founding ol many <S)llegi-s during the 
period. I'iaeli csillege is sup])osed to 
deposit, prior to the granting ol affilia¬ 
tion, an amount ranging lioni 50,1)00 to 
200,000 ruiiees as sui<-ty against lialii- 
lities incurred 1)> the eollegi', aiiil the 
college should have at its ilisposal build¬ 
ings ade(|nat<’ ioi ela.s.siooni and labo¬ 
ratory nse.“' 'I'he li.ved dejiosit is sel¬ 
dom made in lull and nen colleges h.lve 
been quite ingenious in finding tempo 
lary lioiising lor tlieir el.i.s.ses, until a 
building campaign can get iindei way. 
Kiel- waiehoiises, oUl Sanskiit pataslia- 
las, Coveinmeiit olliees, wings ol e.sist- 
ing high schools, have all heen utihseil 
to house new collegi s. In some eases 
the tenijiorary airangement has peisi.,t- 
ed for yeais, ilespite Univeisit) eiilie 
ism, but 111 no ease has allili.ition heen 
withdrawn eithei loi failuie to deposit 
suiely or laihiie to piovide an adequ.ile 
building. 

The muhility ol the University to eii- 
foicc these and other lumnnuin letpiiie- 
ments lor alliliation is the dneet lesiilt 
of till' politie.il iniportanee ol the luial 
leaders who organise colleges.'-’' These 
men are olteii wc'll conneeted with the 
rilling paity and with nieinheis ol the 
representative iHidies ol the Dniveisi- 
ties. In the single ease m leeeiit years 
when tin- I'niveisily did leliise allili.i- 
tion, eventiiallv the decision was leveis- 
ed uniler heavy piessuie Iroin the 
State Government (the single impoit.mt 
bri'ach ol Uinveisity aiitonoms th.it ] 
have been able to docninent).-' ('onse- 
(lueiitly, Univeisity administiators have 
sei'n little point m hecoming involved 
in (tintrover.sy with college foundeis 
ami their supporters. In fact, the Uni¬ 


veisity administration has at times 
IoiiihI the new, marginal colleges use- 
Inl allies within the University to offset 
the influence of older, cstabli.shed edu¬ 
cation societies. 

for policy makers at tlie State level, 
the political infliitmce of organisers of 
piivate colleges presents a similar pro¬ 
blem. In allocating subsklies to private 
eolU'ges lh<‘ State Governme.nt has dis¬ 
pensed uiiifoimly to colleges old and 
new. When exieirtions have biien 
iiuuh’, they have followed the personal 
inleiveiition ol high level politicians 
who wi'ie involved with particular edii- 
ealion .societies, lather than any quali- 
t.ilive judgments about existing colle¬ 
ges A step in the direction ol seli-e- 
tivity was, howevei, taken in 1967-(IS 
when the State Government began to 
ileiiy subsidies to isillcges until they 
had heen m operation for three years.'"' 

Gion'Iiie i-on An\ ANc;iii) Dccrees 

In III, my ways the University ol My- 
soie has become the lics'nsing board 
that It was designed to lefonii. Most 
teaching is now fanned out to alfilialed 
colleges and only lour iindei graduate 
colleges lemaiii uniler diieet Univeisitv 
eoiitiol. Toi adv.meed degiees, how¬ 
ever, the l.fniversity still maintains a 
near monopoly over courses which e\- 
panded iieaily eightfold between 19.50 
and I967.'>' 

Cential to this iirogramme is a ceritie 
lor advanced studii‘s, the- Maiiasa Gan- 
gotii. eieated in 1900 to consolidate a 
small nnniber ol courses for the iiias- 
te.’s degree, which had been seattired 
among a nmiiber of colleges. Tin- cen¬ 
tre has become the Univcisily’s .show 
piece, and most University devidop- 
nient luiiils since 1960 h.ive gone to 
the eentie loi libiary, laboratoiies and 
elassiooms i-onsiilerably above the usii.d 
Indian standard. In addition teaching 
st.ill loi till' cenlie have biH'ii lecruit- 
ed at higher lates of pay than thosi' 
pievaihng at the colleges.”'^ by 1967 
till' centie ini hided 23 departinenis. 
Only post-graduate csnir.ses in medicine 
and eiigiiieering were left with the alii- 
hated colleges.’"' A key lole in this 
dev.'lopment was played by the national 
I'mversity Giants Commission (UGC). 
which ]>rovidi'd more than hall ol the 
devrioiinient liiiids both for buildings 
•md loi higher salaries.'■* 

II the centre for advanced studies is 
the exception to the geneial trend to¬ 
wards decentralfsation at the Universi¬ 
ty ol Mysore, there are signs that this 


may not lie politically possible much 
longer. Si'veral new projects are being 
promoted which would decentralise ad¬ 
vanced degree courses and peVKaps 
fragment the University itself. The UGC' 
has taken a strong stand against the 
creation of new Universities, but has 
lecomriiended instead that existing 
uiiivei.sities establish post-graduate cen¬ 
tres in towns which may be able to sup¬ 
port a full fledged university in time.'’* 
It one ol these centres thrives, then 
a complete university would be consi¬ 
dered at a later date. The importance 
ol UGtl limtls for university finances 
has given this recommendation some 
force, and the University opened its 
fiist suh-centre in Mangalore in 1968.“* 
Master’s degree courses were offered in 
loiii subjects inihally and classes were 
begun ill sjiace made available in two 
local colleges. The UGC has pledged 
two million rupees to support the pro¬ 
ject. At least lour groups which am- 
trol imjiortaiit education societies in 
south Ms’sore view the Mangalore pro- 
jecl as a step tow.irils the creation of 
post-giadii.ite ceiities and jx'rhaps to¬ 
wards sejiarate imiveisiUes for their 
alias.''’ 

'I’he aigiimeiits mustered to support 
these piojeets invariably revolve around 
the rush lor admissions to existing post- 
giadiiate coiir.ses, the hardships involv- 
(il lor students who have to leave home 
III eoiilmiie then education and the 
poor communications which connect ex¬ 
isting imiversitii's with alliliated col- 
liges 111 the far coineis of the State.®* 
’I'he fiist two aiguiiicnts are arguments 
III favour ol improved educational op¬ 
portunity similai to thosi' which justi- 
li; il decentralisation at the undergra- 
iliiate level. Al picseiit till' .State gov- 
cinmeiit seems inclined to accept the 
aigiiments lor decentralised post-gra¬ 
duate coin SI'S, although it is much le.ss 
likely that the ri'.sources will be found 
cithei within the State or in New Delhi 
to develop the new centres (or univer¬ 
sities) as lapiilly as the University of 
Mysore develojH'd the Manasa Gangotri 

III the sixties. 

CONCI.IISION 

The changes that have reshaped the 
institutional striictuie ol the University 
ol Mysore aic indicative ol profound 
changes in the political environment of 
that University — changes of major 
coiiseqiieiices tor all academic institu¬ 
tions in independent India. For both 
the princely State of Mysore and for 
British India the last years of British 
rule brought increased political partici- 
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pation, not only in the Independence 
movement, but within the system as 
well. Naturally the university, as crea- 
, tufe 'of the State Goveniment, was af- 
* fected, particularly in the squabbling 
over caste based privileges. 

In general, caste controversies in My¬ 
sore were fought out within the e,\ist- 
ing colleges, but with the. coming o,' 
Independence politieian.s came to power 
who had very different views of educa¬ 
tion than had the Maharaja's regime. 
The early Congress ministries were par¬ 
ticularly eager to expand higher educa¬ 
tion to serve a broader clientele. One 
early Chi<’f Minister, for example, was 
quoted as telling University of Mysore 
teachers that they “were charged with 
the tusk of educating a different set of 
people altogether”, and noted that it 
was necessary to switch from class 
education to mass education.With 
this point of view, it followed lhat pri¬ 
vate atti'iiipts tt) expand private! educa¬ 
tion woultl be viewed much more fa¬ 
vourably after 19-17 than they had 
been during the Maharaja’s time, and 
that groups and conmmnities founding 
their own coll<-g(>s would be able to 
find .support in the State ininisliies. 
Therr-aftei, even mininiul efforts to 
maintain standards for affiliation b\- 
the Univeisilv vserr- blushed aside by 
the .State (iovernnient. 

While this paper has concentrated 
on priv.rte efforts to r-xpaiid the univei- 
sity. it should be noted that both the 
State and national Government were 
also involved in expanding .selecteil 
fields ol highei education as iiart of 
the effoit to plan for the manpower 
needs of tli<- coiinfiy'"’ In addition to 
the support given to the University's 
graduate centre, the national govein- 
meiit founded regional colleges of en¬ 
gined ing and ol education which be- 
caiiic a part of the University and the 
State Goveninyiil foiinded colleges of 
arts and science in all distiiet head¬ 
quarters tiiw'iis, and helped exfiand 
medical and dental r'diicatioii in the 
University. 

The effects of the subseciuent inll.i- 
tion ol higher ediieatioii are both com¬ 
plex and controveisial. Theie eeilainly 
has been no slioitage of editorial com¬ 
ment in Bangaloie newsp.ipeis on th<- 
deterioration of standards, on the lack 
of student discipline, etc — criticism 
which is taiily standard across Indi.i. 
Similarly, a series of commissions on 
education at the State and National 
level have also been highly eiilical in 
discussing Indian iiniveisities generally 
and the University of My.sore in parti¬ 
cular.^* Certainly it can he said that 


present day performance at the Univer¬ 
sity of My.sore contrasts sharply w'ith 
the academic ideals held by its critics 
and by many of its own teaching staff. 
The difficulties of assimilating ever in- 
cveasing numbers of high school gra¬ 
duates who come to the University 
with ever decicasing skills in the En¬ 
glish langiiagr- (the University’s medium 
of instruction) has made teaching and 
learning moie diifieult. And so far the 
proposed changcovc-r to Kannada as 
the mcdiimi of instruction has been 
quiU- sluggish This situation is bli¬ 
ther .aggravated by the gcogiaphii- dc- 
centiulisation of the alfiliatetf colleges 
and the scantv resouris's available in 
many ol these institutions. 

On the oilier hand it must be -.aid 
that the Univeisity of Mysoie today 
provides access to higher education foi 
a much laigei pciccnlage of the popu¬ 
lation than It dni in 19-17. ft is .still 
true that children of the wealthy, the 
educated and the politically poweilul 
get admission to the bcitei colleges 
nioie easilv than do their less endowed 
b-llows, and tin- low peic-entage ol lla- 
ii|uns in lilt- stiitk-nts hotly testifies to 
the tact that opiiortunity aiitl even snb- 
siibt-s may not bi- enoiigli to break oM 
cultural palleins.'-' Vet tlcspitc the in¬ 
equities that till exist, tht- Univeisity ol 
Mvstiie h.is niovetl ijiiite lai tovvaids 
ei|uabty, and m a democracy with mo¬ 
dernising ambitions, then- is a neetl for 
egablaiian symbols. .M the .same time 
theie is a neetl lor eiliicalt-d men to 
Mill the system. II i, obvious that m tin 
Univeisity ol Mysoie the trend is to 
warils gieatei equality, but it leni.ims 
to be seen wbetbei minimal t|iiality tan 
be presciveil It; allow tin- liniveisily lo 
serve its ediie,ition,il as well as its .sym¬ 
bolic fuiictioii 
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College of Tiimktir. No further 
mention is made of the dfspute in 
the reports, and the college \sas 
listed as affiliated in 190.3. 

.30 Intr-iview with T R Javaraman. 
Governmisit of Mysoie Education 
Seeretary. in R.ingaloie, Jiilv 4, 
1908. 

31 Ministry of Ediicalion. “Education 
ill Univi'isities m India”, Coverii- 
meiit ol India Pre.ss, New Dr-lhi. 
1951, tip 40-4-3 and University of 
Mysoie, ".Annual Repoit 1966-67”, 
Appendices R anrl C. 

.32 For a dis.sr-iiting view of the Maii- 
a.sa Ciangotii ser- “Uiiaeadeinie 
Univi’r.sits”, .August 30. 1969, Kra- 
tuitiiir ami I'olitiral Wrekhj. 

■33 University ol Mssoie, “.Annual Re- 
imrt 1966-67". Appendices R and 
C. 

. 3.1 For rletails of national financial 
support lor post-graduate educa¬ 
tion see m\' dissertation, op rit, 
Cbaptei VI. 

.3,5 The University Grants Commis- 
.sion’s position on phased growth of 
post-graduate education lollows a 


major recommendation of the Ko- 
thari Commission, “Report of the 
Education Commission 1964-66”, 
op fit, p 651. 

36 Intirview with K L Shrimali, Vice- 
Chancellor, University of Mysore, 
July 9._ 1968; and “Okav for I’-G 
Centre", Drccan Herald. Ranga¬ 
lore, July 8, 1968. 

37 Ambitions for local universities 
were discussed in interviews with 
.S Kolrabasappa of the Hapiiji Edu- 
eatiini .Socii-ty. Davangere, Jamiar>- 
12, 1968. and with H S Ranga- 
swamv of the National Education 
.Society, Shimoga. May 14, 1968. 
For a number of years T M A P.d 
ol the Academy of General Educa¬ 
tion has advocated a private uiii- 
veisity to serve the Maliiad aie.i 
of wesU-rn My.sore. .See “Maluad 
Vaisity Hopes .Soar”, Indian 
Exprexx, Bangalore, Octolier 28, 
1968. Also a proposal for a iinivei- 
sity in 'i'liiiikur built around the 
Shri Siddaganga institutions was 
niaile in “Siee Siddaganga Kshe- 
tra”, Deccan Herald, Bang.iloie, 
March 10, 1968. 

38 Kainalak University, “A Case foi 
a l’ost-Ciradual<- Centre at Giilbai- 
ga”. pp 2-3. and pieviously cited 
iTiterview with K L Shrimali. 

■39 K Hanumauthaiya. “A New Ordei 
111 Education”, Mysore Goverri- 
iiierit I’less. Hangaloie, 19.56, p 66 


40 For a discussion of State and Na¬ 
tional Government policy in higher 
education from 1951-66, see my 
dissertation, ofi rit, especially .chap¬ 
ters II and III. 

41 The most important of the reports* 
produced by this Commission are 
“The Report of the University 
Education Commission December 
1948-August 1949”, Vol I, 
Government of India Press, .Simla, 
1949; “The Report of the Educa¬ 
tion Commission 1964-66”, op eft; 
“Educational Reform in Mysore”, 
My.sore Govenmieut Press, Banga¬ 
lore, 19,53; and “Report of Dr C R 
Reddy on Education in Mysore 
State”, Mysore Government Press. 
Bangaloie, 1949. 

•12 During the academic year 1966-67 
only .f76 of the University’s 40,668 
sliulents were cnrolcd in degree 
coursi's using Kannada as the me¬ 
dium of instruction. See Universi¬ 
ty ol Mysoie, “Annual Report 
1966-67”, op rit, pp 27, 35. 

13 Taken together, students with Ha- 
rijan and tiibal backgrounds^ total 
only 1.3.37 of the University’s en- 
lohiieiil ill 1966-67, just over three 
pel isml of the total. University of 
Mssoie, “Annual Report 1966-67”, 
op rit, 11 27. In comparison these 
two ealegories made up roughly 
ten per cent of the population of 
the )irincelv State according to the 
1911 Census. 
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Capacity Utilisation, Investment Pattern 

and Income Growth 


I 

IN his articlr “The Economy; Cur- 
r<'nt Situation and t'olicy Problems” 
(March 20, ItiVl, pp 663-78), V V Khatt 
focuses attimtion on what he calls the 
curious dilemma faciii)' policy-makers 
in India today. He points out that 
“The invcstimiit rate cannot be step¬ 
ped up with the shortajje of resources 
and decline in external assi.stance; rc- 
sourcT'S cannot materialise fin fuller 
iitili.s'ation ol productive capacils in the 
industrial sector without an appiopiiate 
rate of investment.'’ 

nhatt has not explained in his arti¬ 
cle — even thounh an entire section of 
th<' article i.s ilevoted to the “Prolilem 
ol Capacity Output in the Industrial 
Sector" — the e.xact natuic of the di¬ 
lemma presented by him. To undcr- 
.s'tand the dili'inma lolly, it is iiece.ssary 
to keep in mind Bhatt’s earlier state¬ 
ment in the .same article; “The fact 
that prici’s are lising in .spite of the con¬ 
tinued investment reies.sioii is sifinifi- 
cant.” 

These two statements seem to siij*- 
Rs'st that capacity in the eotisunier 
rihkIs seetoi is fully utilisr'd, hut that 
saviiiRs aie not adef(uatc to support 
demand for caiiital Roods at a level at 
which cairacity in this sector could Ijr; 
fully iitilisi'd. The dilemma then is that 
if investment is increased further to 
inciea.se utilisation in the capital goods 
sector, the lesultiiig iiiciease in income 
does not geneiate enough savings to 
finance such investment or, what comes 
to the same thing, gr'iieiates an increase 
in the demand tor consumer goods 
whii'h cannot Ire met, given the exist¬ 
ing capacity in the consumer goods 
.sector. This inteipretation may or may 
not be acceptable to Bhatt, but it ap¬ 
pears to be a reasonable description of 
the existing situation, is consistent with 
his exposition, and fits in well with his 
statement that, “In some fields, expoits 
could serve the same pnrpo.so as invest¬ 
ment...” 

In the situation I have described ear¬ 
lier, exports of capital goods would in 
fact play the same role as investment 
since such exports would increase utili¬ 
sation of capacity in the capital goods 
sector. At the same time, bccaasc they 
would make possible increased imports 
of consumer goods, they would not 
heighten inSationary pressures. How- 


Hannati Ezekiel 


evei, against this background, it is 
eleai that increased exports would not 
add to investment in the economy even 
il they iiicieased utilisation of capacity in 
the eapilal goods sector. They would real¬ 
ly eontiibute to increased consumption. 
Moreovei, as Bhatt has recognised, tlie 
scope tor expansion in the expoits of 
ca]nlal goods is limited because invest¬ 
ment ill capital goods industries in the 
p<ist was not made in the context ol 
export expansion hut of import siibsti- 
liitioii. Little attention was, therefore, 
paid to tlw (simpetitiveness of the in- 
ilustiies 111 wliieli investment was made. 

A fuller iiniieistanding of the dilemma 
posed 111 the above interpretation of 
Bhutt's staleineiits is necessary in older 
to seek .solutions to the priihlein in 
appiopiiate diieetions iMith Irom a .short- 
Iciiii and a long-teim point of view. 
Betoie attempting a more foimal pre¬ 
sentation ol the dilemma, however, it 
slioiiUl be pointed out that price rigidi¬ 
ties, the Intel esi inelasticity ot savings, 
and other elements of this kind, prevent 
solutions ol the problem through appio¬ 
piiate deiiuiiul adjustments in the eco¬ 
nomy. ft can bo assumed in any ci.se 


that fiscal and otliei policy iiistrumeiits 
at the disposal of the autlioritics have 
already been used to the extent pos'iblc 
arul eamiot hi' expected to yield any 
Inrthei adjustments on the .side of 
demand. 

II 

All attempt is made to present the 
iiatiiic of the existing situation in the 
Figures, using .i Keynesian type fiarae- 
woik as a li.isis hut nilrodiieing clearly 
iion-Ke\nesian concepts on tlie side of 
capacity and pioduction. In Figure 1, 
OVj on tfie X axis leprcscnts income cor¬ 
responding to eaiiaeity production in both 
till' eapilal goods and consumer goods 
sector ol the economy. On the y a.\is, 
with the same .scale, VC| and Cjl’^ rc- 
piesent the eaiiaeity outputs ol consu¬ 
mer gootls and capital goods respcc- 
tivcK. The line A.A leprcscnts the 
coiisiiin]>lioii I unction. 

Now, at the iiH'ome resulting from 
ea]i.uity piodiielioii, eoiisuinplkm would 
he uliile the output of eonsuiiier 

goods IS oiilv VjO, so that prices lend 
to use eoiiliiiuoiislj At the same lime, 
saving mill investment .inioiints to only 
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CjPj while the output of capital gtxids 
being C,l',, large portion of it, C^C^ 
cannot be sold. 

This situation cannot, therefore, lx- 
OIK- of e»iuilibriurn. The output ol 
capital goods falls below the lev<'l ot 
capacity. Income .md coiiMimplion 
iKith fall and thcie is also some lall in 
saving and inveshiieiit. This coriliime-. 
until the level ol consiiiiiplion out ol 
income falls to the level ol capacity 
output ol coiisiimei goods. The output 
ol capital giMids is then eipial to the 
volume ol saving at a lowei level and 
total mconie is much below the level 
ol potnitial iiiemne repieseuted by the 
total productive capacity in the coimtiy. 

The new eiiuilibrium situation is re¬ 
presented by an income of OY^, wheu> 
the level ol income is the result ol 
capacity output of cousumei goods 
Y„C.i (= Y|C|) plus ca])ital goods pro¬ 
duction ol C.,l’j only obtained from 
partial utilisation ol capacity in the 
capital goods .seetoi. The shucliiie ol 
dcmanil (as between i-onsumcr gootls 
and capital goods) thus corresponds to 
the stnictuie ol pioduelion, but .sub¬ 
stantial unutilised rajiacily exists in the 
capital goods sector of the economy. 

In comparison w ith the diserjuili- 
briiiin situation wheie iiieome results 
from lull capacity piodiictioii m both 
sectors, the e(iuilibtium situation le- 
flects capaeitv utilisation ol the eonsu- 
iner gootls seetoi hut less than capacity 
utilisation ol the capital goods .scttoi. 
What is Intelestmg, however, is that 
demand lor capital gootls m the etjuili- 
brium situation (which is etpial to tmt- 


put, though output is less than capaci¬ 
ty) is less than the demand for capi¬ 
tal goods in the diseejuilibrium situation 
(whole it woultl be less than output, 
hut oiitjiut woultl be at capacity). 

'I’his contrast ctmid be best brought 
ahout liy comparing the etiuilihrium 
sitiMtioii with the given structure ol 
lapaeits with a situation in which the 
same tot.il capacity income coiiltl be 
luodiicetl with a structuie til proihie- 
liou that is 111 alignment with the struc¬ 
ture ol ilemaiitl. In Figure I this lat¬ 
ter situation w'tmid imiily that capacity 
piodiiftiou ol eousiimer gootls and ca¬ 
pital goods .Is well as the demand for 
eoiismmi goods and capital goods res- 
lieetivi K, would he Y^C^ and C^l’,. 
In this situation, while eonsnmptioii 
I i(.'„ would he higher than the, 
that we ohtaiiietl in the pievious etpiili- 
hiiiiin situation, invti.stinent ^' 2 !’ 
would also be higher than thi C.,!’, 
th.it we obtained in the earliei etpiili- 
hiiom situation.* 

'I hese lesults have some interesting 
miplie.ilions loi develoimient theory in 
leiiiis ol the iialtern ol investment that 
should III' adopteil by a di'vekiping 
louiiliy Mahalanohis po.sed this quest¬ 
ion in lei ms ol the disti ihiition ol m- 
veslmeiil helween tlie capital goods anil 

* It I .III he SCI II that the hasie problem 
aiises liom the iiositiun ol till' con- 
siimplioii limetioii rather than from 
its slope. Ill other words, it ari.ses 
liom the .tver.ige lather than tlie 
iiiaigiii.d piopensily to consume, 
though I lourse the marginal pro- 
peiisils s lelevaiit in determining the 
degiee ol disi'ijiiilibriuin. 
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the consumer goods sectors. He saw 
the choice of a higher proportion of 
investment in the capital goods sector 
as an instrument for bringing about ‘an 
acceleration in the pace of development' 
over time. This was the re.sult of a 
high marginal rate of saving and invest¬ 
ment. This lesults Irom the implicit 
assiiiiiption that eication of capacity for 
pioduetion ol capital goods results in 
an eipiivalent amoiiiil of investment in 
the economy. In effect this assump¬ 
tion resolves into another, namely that 
vaiions instillments of policy can be 
used lo adjust the struetiire of demand 
to the struetiire of capacity, or in other 
words to push up the average saving 
ratio to the ratio of capital goods capa¬ 
city that lesults from the pattern of in¬ 
vestment. In a more formal way, the 
Mah.daiiohis as.suinption is reflected in 
two steps in his analysis. 

First there is the relationship which 
underlies his system, immely that 

Alt - Xi /3, I,_, (1) 

where A** ~ increase in the out¬ 
put of eaitital gixxls 

Xi = the Iraetion of invest¬ 
ment that is devoted to 
the capital goods sector 
p, = the output-capital ratio 

ot the capital goods sec- 
toi (at full capacity 
utilisation) 

.Sei'oiid theie is the solution of this 
equation 

- >0(1 I (2) 

The lelationshii) indicated in equa¬ 
tion (1) as well as the suhitiun of that 
diffi'ienee equation represented by 
equation (2) could not bold il the pro- 
duelioii ol eaiu’tal goods was not always 
at the lull capacity created by earlier 
investment in this sector and if, fur- 
thi'i, tills lull capacity utilisation did 
not result in full investment in the ca- 
liital goods sector. 

Now the Mahalanohis model was 
siipixi.sed to jiistily a relatively high 
pioportion of jiivcstmeiit in the capital 
giMiils sector of the economy, i e, a re¬ 
latively high Xi because it would raise 
the level of investment in the economy 
and thus build an acceleration into the 
process of economic development. 
Bhatt’s conclusion about the present si¬ 
tuation interpreted in the above terms 
indicates that the high Xi produce 
a level of capacity in the capital goods 
sector which is higher than the dianand 
for capital goods that is obtained after 
all available efforts to promote a high 
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saviiig-ratHi troiii thf (iennund .siile have 
l)cen made. It is evident that, in this 
situi\tion> investment i.s not only lower 
than the capaeits’ eieated in this capi¬ 
tal goods seelor l)ut is aelually lower 
than that which would have been ob¬ 
tained il a smaller eapaeity (eijual to 
savings, i e, investmenl demand) liad 
been created iti lh»! eapit.il goods' sec¬ 
tor in the firsi j)laee. The saerifico of 
(X)nsiimption implied in the choice of a 
li'Sh Xi hi'ls to result to that e.s- 

tent in a high volume of investment 
but merely results in a lower total in¬ 
come. 

Ill 

The aual>sis ot the existing situation 
raises same iundamenlal ({tiestions about 
national eeononiie poliev lioin a medium- 
term iToint ol view. .Sims- the difficulties 
to which attr'iitioii has been iliawn result 
Irom the fact that the slriielurc of pro- 
iluctive eapaiity ilideis lioin the .struc¬ 
ture ot demand, lutme policy must b'’ 
directed towanls bringing these two 
.structures closer to one another. 

II has aheady Ix'cn nidualed that re¬ 
latively little can be done to adjii.st the 
struetuie ol domestic demand. As far 
as exports arc concerned, tin- non-eom- 
petitiveness ot a substantial proportion 
ol till- capital goods indiistiies in the 
country makes it dilliciilt to do much 
in this diieetion. Nevi'ilheless, it is 
true that with additional elforts now 
being made in tins direction, some ex¬ 
pansion of capital goods exports could 
i-ertaiiily be Inought about over a pe¬ 
riod of lime. Besides new investments 
in the capital goods industries could he 
planned with greater attenfioo to the 
competitiveness of these industries than 
has been devoted in the i>asl. Here, 
the more, important r(uestion to ask 
would be whethi r investme-nt in such 
capital goods industiics is really jusli- 
HeJ If il will yield not an inerea.se in 
domestic investnniit. but only in eon- 
sumiition via tradi-. This is because 
investment in tin- eonsumer goods in¬ 
dustries could ill that ease yield a lar¬ 
ger increase in eonsumiition without 
affecting mvestincnt adversely. It would 
thus appear that the biiidi'ii of the ad¬ 
justment of the structure, ol eapaeity 
and the struct urr- of demand to one 
another must neeessaiily bill upon the 
investment iiattern. 

Figuio 2, which builds fuithei on Fi¬ 
gure ], indicates what should he. intuiti¬ 
vely obvious, namely that the most rapid 
adjustment of the, stnicbu'e of capacity 
to the structure of demand could be 


brought about if the eapaeity for pio- 
iluetion ot capital goods were kept un- 
changetl and the entire new invest¬ 
ment in the ceorionij were directed for 
some, time lowaids building up the ca- 
paeitx’ III the eonsuitK'r goods sector. 
With the coiiMiniptioii fiinction given 
by the line W, the appropriate adjust¬ 
ment yoiild icsiilt when the eoiisuinp- 
tioii gomls scetoi capacity had been 
raised to > tin- point C. being 

given b\ the nilcr.section of the AA line 
lepri-senting the eonsuniirtiou function 
ainl the line IJI) drawn through 
paiallcl to OI’i icpiesi'iiting the growth 
ot c.ijiacily III the eonsumer goods see- 
loi when cap.ieily in the capital goods 
sectoi Is held constant over time. 

II dcvclopinciil lakes place along 

these lines. ,iii cipn'hliiiniii situation will 
1)1- iciulicd Willi incoiiic at OY^,. In 
llns sitiiaiiini liolh capacity in the capi¬ 
tal goods srcloi and demand for eapi- 
l.il goods (ill s.umgs) will lie eriual to 
.Simil.iili', hotli capacity in the 
eoii.siimei goods seelor and demand for 
eonsimier goods will be Y^C^. Equili¬ 
brium wilt, tlieri'lore, be obtained at 

lull capacity oiil|)ul. Capacity in the 
capital goods sector will of course, bo 
lowei than il some investment bad been 
made in tlie < apital goods sector over 
Ibis ]iei lotl. ] lowever, it .should be 
ileai ill llie light of llie di.scuss{on in 
scition II abosc that iiive.stinent in this 
erjiidibi mm sitimhon will nevertheless 
111 ' higliei loi Ihe reu.son that the sanal- 
lei capaeits ol the capital goods sector 
will he I idly utilised. Thereafter of 
eoiii'se the iiallciii ot iiivestmejit can 
imci' ug.iin allow for investment in the 
e.ipital goods seelor. though in the 
light ol tins aiialssis it siioiild clearly 
Iks kept within appropiiate. limits so 
th.il the stiiielinc of capacity does not 
get oiil ol aligiimi lit vs'ith the structure 
ol demand. 

Il IS iisclni lo consider what would 
happen if tins kind of approach to inve.st- 
menl policy weie not adopted in the 
iininediate fnluie. To the extent tliat 
investment in I'le capital goods sector 
eoiilniued ill the, immediate future, the 
line drawn thiough C, to show tlie 
stiueliire ol ea’iaeity would not be pa¬ 
rallel to f)l’, hut would lean away 
lioiii it. II would rotate clockwise 
aiomid C|. J'he point ol intersection 
between it and llu: lino AA would 
therefore fall linlher to the light of 
depending on Ihe extent of the clock¬ 
wise turn given to that line. If this 
line-.liecame paiallel to the consump- 
t.'on function, the two lines would 
never intersect. The structure of capa- 
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city would alwavs leniain out of aligii- 
nient with the sliueline of demand and 
llie eeiinoiny would eonliiiue always lo 
opei.ite .It less than lull capacity in the 
eapilal goods .secloi, with investment 
alwass lowii than ssoidd have heiii 
possilile with .1 mole lalion.il policy. 

To liimg out lliese iiiipln alions Inlly, 
one could t.ike the e.ipital goosls ori¬ 
ented iii\I'stmcnl poliev to its logical 
e.xlirme and devote all the available 
iiivestinnil lesoinees lo the capital 
goods secloi. Tins would imply that 
the ilockwise tiiiiiiiig ol the line pa.ss- 
iiig tliioiiL'li (Ij had made it coincide 
with extciideil to the right. In 

that (Mse, at e.uli point ot lime in the 
liitiiie. the stiiietiiie ol ea]iaeity would 
gel lll(•le.lslllgl.\ out ol aligninent with 
till- stun tine ol dciiiaiiil and the equi- 
liliiiimi silii.ilioii would leniain at the 
enneiit li-vcl ol nicome tlY^ at eveiy 
point III lime despite the inereasiiig ea- 
paeils III the eeoiioiiiy. Income, con- 
siiinjition and nixestniciit would all le- 
mani eoiisl.uit. 


Pharmaceutical Research 

Tills l.iigest fiido-deiniaii venture in 
drugs and clieinieals will in fuluic 
spend laige simis on basic research and 
dcvi lopmeiit III the Held of pharm.ieeii- 
ticals 'the lese.neh eeiitie, Ix'iiig set up 
bv lloechsi I'liaim.ieeiilieals in Muhuid, 
Bombas, is expected to function by 
mid-1971. Construction has already 
begun, and the sophisticated scientihe 
appliances required lor this project 
will soon arrive in Bombay fiom the 
paient lirtn, Faibwerke Hoeehsl of West 
Cicrman>, Il will take a paiticular inte- 
lesl III Indian iiK'dieiiial heihs and 
imdeitake l.iigc-si.di- sciieniiig ol plants 
'eolleiled lioin dilleicnt palls ol the 
eoimhy lo find Iheiajieiitieally active 
siihstaiice.s. 'llnis India is develoijirig 
indigenous leseaieh and knowhow in a 
field while special expelieiKx; is avail¬ 
able and when- it could iiUiinately he- 
eoiiic eompctitive m mteniatioiial niai- 
kels. 

Bombay and other places on the west 
eo.isl will be able to piovide iiileicsting 
iniei 0 - 01 ,gallic .speemieiis Joi this kind of 
woik. lliotigh the diseoveiy of a new 
diiig iiivolx'es ill.' analysis ol 5-7,000 
subslaiiees, iieeessil.ifing moic than 
dO-10.000 Inologieal lists Only 30-40 
of these tests yield sueeessiiil results fit 
lor liiithei elmieal tests bcfoie the final 
drug.s can be eoinniercially developed 
and distributed. 
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Measuring Rural Unemployment to Provide 
Guidelines to Policy-Makers 

S V Sethuraman 


The problem of rural unemployment has defied measurement. An investigator usucdJy gets such a 
range of replies that, in the face of the complexity and apparent nebuhmsness of the situation, classifica¬ 
tion becomes difficult. 

The purpose of this paper is, first, to review the approach to this question adopted by the Committee 
of Experts on Unemployment Estimates, and secondly, to sort out the several issues related to rural un¬ 
employment and suggest a theoretical framework for reducing the problem to manageable policy propor¬ 
tions. 

Since estimates of unemployment are not needed for their own sake but only to provide the neces¬ 
sary guidelines to policy-makers, the paper proceeds on the arbitrarily chosen objective that we seek fuU 
employment of all labour services that are offered in the market and at a wage rate equal to the petdc 
season wage rate. The framework for identifying the extent of unemployment is constructed on this 
basis. 

However, additional knowledge — about shifts in the demand and supply functions of labour, md 
the levels of wage rates at different points in time, as well as the appropriate elasticities — is needed 
should we seek a satisfactory guideline for policy purposes. Estimates of these parameters, once they are 
obtained, will be highly useful for a considerable time period, since they are likely to be more stable 
than absolute numbers on unemployment. 

Using a framework such as the one outlined here, it is possible to project the levels of unemploy¬ 
ment in the long run by incorporating (i) the changes in agricultural technology and its diffusion, and 
their effect on intra-year shifts in demand for labour; (ii) the changes in the potential labour force and 
the rural-urban migration patterns; and (Hi) any other changes that might effect the demand and supply 
situations of labour. 

[The author wishes to thank Pravin Visaria for his valuable comments, particularly on the first part 
of the paper. The author alone is responsible for the views expressed in the paper. 


OUR efforts thus far to measure and 
interpret rural unemployment may be 
Iiest compared witfi those of the legen¬ 
dary four blind men describing an ele¬ 
phant. This is so becauM- the problem 
of niral unemployment is indeed cx)m- 
plex and has many dimensions. This 
can be .seen from the following: When 
an investigator asks an individual in 
the rural area alnnit his employment 
situation, he gets several sorts of 
answers. The individual says he is 
unemployed throughout the day. He 
may say he has worked for three hours 
but is available for work. He may even 
reiHirt that he worked for eight hours 
and he is available fur more work. He 
might reixirt that he neetds more work 
but is not willing to work outside his 
household enterprwe or farm. And so 
on. When prolied tnrther aliout his 
t'lnployment situation in a given year, 
even more complex answers ensue. 
The individual may report that he is 
seeking a job during some part of the 
year; in another part of the year be 
may report that he is not wotkiitg but 
not seeking any emiffoyment eidieri etc. 


On top of this, there is still the ques¬ 
tion ; Is th«! work that is reported ge¬ 
nuine, productive employment? No 
wontler our I'fforts to mea.sure rural un- 
eniploymeiit have created more pro¬ 
blems and confusions than solutions. 

The puriKjse of this paper is two¬ 
fold: first, to r«-vicw tVie approach 
taki-ii on this question by the ‘Com¬ 
mittee of Experts on Umsiiployment 
E.stiiiiate.s’* ami second, to sort out the 
several issues related to rural unem¬ 
ployment and suggest a suitable theore¬ 
tical framework with a view to reduc¬ 
ing the complexity of the problem and 
making it capable of solution. 

The first section discusses the major 
conclusions of the Expert Committee 
and notes the deficiencies in their ap¬ 
proach. The st'cond section presents an 
analytical framework to sort out the se- 
vi-ral issues involved. In the third sec¬ 
tion we deal with the adequacy of the 
Committee's recommendations in help¬ 
ing the ixilicy-ijidters to solve the pro¬ 
blem of rural unemployment. The last 
hectiim gives the summary and conclu¬ 
sions. 


I 

Brief Review of the 'Report of the 
Committee of Experts on Unenp- 
ployment Estimates’. 

The report suggests that the uni-di¬ 
mensional measure of unemployment, 
hitherto used by planners, be disconti¬ 
nued immediately. Jn.stead, the Com¬ 
mittee recommends the “estimation of 
different .segments of labour force,* 
taking into account such important cha¬ 
racteristics as region (State), sex, age, 
rural-urban residence, status or class of 
worker, and educational attainment’*, 
lor at 1 ast four seasons in a year. If 
the planners can predict the demand 
likely to be generated for similar sub¬ 
groups of labour as a result of the pro- 
iwsed development plans, then the two 
can be matched to derive a comprehen¬ 
sive picture of increase/decrease in un¬ 
employment in the rural areaa, say. at 
the end of end) Plan period. 

The Cewnmittee disagrees widi the 
current procedure of classifying a par¬ 
son as employed or unemployed on Rw 
iMsis of his answer to the question: 
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during Hie reference wedc. Ibistead it 
favours the identification of the em- 
ploymoit and labour force status of the 
population on each day of the refer¬ 
ence week; and this improved proce- 
*ddre is believed to indicate the extent 
of underutilisation of the available la- 
'’bour supply in the rural economy in 
the season concerned. The Committee 
is, however, qutte candid in pointing 
out that, this procedure will not indi¬ 
cate the number of unemployed per¬ 
sons or the requirement of additional 
full-time jobs. To estimate the latter 
figure, the report adds, data on dura¬ 
tion of unemployment etc, must be 
collected from individuals who report 
unemployment throughout the refer¬ 
ence week.* 

More specifically, the Committee ap¬ 
pears to urge the collection of the foL 
lowing data for various homogeneous 
labour groups for at least four seasons: 
(i) hours worked; (ii) hours still avail¬ 
able for work;* (iii) days worked; (iv) 
days in labour force and (v) duration 
of unemployment if the individual re¬ 
ports unemployment throughout the re¬ 
ference week. Further, it urges collec¬ 
tion of data relating to the potential 
labour force, such as additions to and 
withdrawals from the actual labour 
force. The first two items, according 
to the report, would indicate the level 
or rate, of unemployment. Items (iii) 
and (iv) would indicate the rate of un¬ 
employment during the reference sea¬ 
son. The last item (v), together with 
some supplementary questions, the re¬ 
port observes, will help us estimate 
the number of chronically unemployed. 

It would, therefore, appear that the 
main concern of the Committee, on 
rural unemployment, was with the fol¬ 
lowing ; 

(a) Generating estimates of additions 
to laix>ur force and, given the de¬ 
mand likely to be generated, of 
additional unemployment (if sup¬ 
ply exceeded demand) during each 
<»f the Five-Year Plans for eadi of 
the several homogeneous 'cells’ of 
labour force: 

(b) measuring the level or rale of un¬ 
employment; and 

(c) measuring the shifts in the labour 
f»/rce over time. 

Before wo proceed to appraise the 
practical difficulties in enforcing these 
reconunendations, a few pertinent com¬ 
ments on concept and methodology 
may be raised. The report claims (hat 
the data on unemployment, collected 
separately for each homogeneous 'ceH', 
will throw light on problem groups/ 
areas where policy measures are itf- 
gently needed from Hie sodal welfare 
point of view. The report also legiti¬ 
mately claims that the improvement ef¬ 
fected in the estimates of unemploy¬ 


ment to be a result of the seasonwise 
Vjreeli-down of data (instead of the 
yeiMriie basis followed hitherto). It 
oIht mKiunces the naive dichotomy of 
fitbear force into employed and un¬ 
employed categories which is followed 
in the Western countries; instead it 
rightly places emphasis on the ‘labour- 
time disposition’ approach for indivi¬ 
duals reporting at lea.st some work du¬ 
ring the reference week. The latter will 
presumably give an estimate of the de- 
grix? of utilisation of the labour resour¬ 
ces that are reported to be employed 
during the reference week. 

What alKiiit those who are totally 
unemployed throughout the reference 
week? The Committee is of the view 
that such iiersoiis should be deemed 
‘really unemployed' (provided unem¬ 
ployment dining the week was not a 
transitory phenomenon) and data on 
duration of unemployment during that 
season sliuidd he obtained from such 
individuals. Is it not true that a per¬ 
son reporting .some employment du¬ 
ring the reference week could be un¬ 
employed during the rest of the sea¬ 
son? Thus, while the Committee was 
keen to avoid overestiination of the 
‘really iiueniployed’, it missed showing 
concern alMiut the ixissible underestima¬ 
tion o( the ‘really unemployed’ owing 
to the inclusion of ‘transitorily’ employ¬ 
ed persons. 

This last ixiint rai.ses the general 
riucstion; how representative arc the 
data collected in a reference week, 
of the. season as a whole? Since Hie 
reference week is staggered over the 
entire season (or year) concerned, it Is 
argued tha'. the survey results reflect 
the situation in an ‘average’ week in 
that particular season (or year).® It is 
clear, however, that this ’average’ week 
would be representative of the season 
only if the different weeks within the 
season are very similar hi regard to the 
employmcnt/unemplnyment situation. 
But if the level and/or rate of unem¬ 
ployment show considerable variations 


iwen within a given season — whidb is 
very likely — then the arguments pre¬ 
sented in the report in favour of a sea¬ 
sonwise break-down of data are equal¬ 
ly valid here, and generalisations based 
on the ‘average’ week for the season as 
a whole will lie misleading. 

Assuming that the reference week is 
a good representative of the season, 
can wc estimate the volume of un¬ 
employment, in man-hours or man- 
days, separately (A) for those who rc- 
ixjrt some unemployment; and (B) for 
those who are totally unemployed? The 
answer, implicit in the report, is ‘yes’, 
since (i) data on ‘days unemployed’,* 
and ‘hours available for work’ are col¬ 
lected for all those employed; and (li) 
since duration of unemployment is col¬ 
lected for all tho.se reporting total un¬ 
employment. However, the Committee 
prefers to measure the ’extent of under- 
utili.sation of the available labour sup¬ 
ply’ (in the case of those who are em¬ 
ployed) rather than the absolute quan¬ 
tum of unemployinont, benmuse an es¬ 
timate of this (from the data collected) 
will not indicate the number of persons 
identifiable as ‘unemployed Hiroughout 
the .season’. Before wc discuss the va¬ 
lidity ami adeipiacy of the aliove re¬ 
commendations of the Committee, it is 
desirable to liKik at the requirements of 
policy-makers on the basis of whidk 
they can formulate realistic and sound 
policies. 

II 

A Theoretical Framework 

The distinguishing feature of the 
Indian rural I'coriomy is that demaud 
for labour fluctuates constantly nut only 
among different seasons but also aiiioug 
different days or weeks. This is large¬ 
ly due to the dependence of economic 
activity in the rural areas on climatic 
conditions. .Since the economic activi¬ 
ty in the rural areas, unlike in manu¬ 
facturing. is by and large unorganised 
it is very likely that the pattern of de- 
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mund aliso vbmV's over a given day. 
Empirical evidence shows that, slrai- 
lar variations in the supply of labour 
exist too. Thus we have a pattern of 
demand and a patte-rn of supply of 
labour over tijiu'. li the two patterns 
perlcctly rnateh, tiien it is obvious that 
there will he neither shortages nor sur- 
pltisc's in tile suiiply of lalioiii. To the 
extiait the two do not nialeh for a given 
day, as shown m Figure 1, there will 
he shortage duuog eeilain hours (peak 
demand) and sMi|)lns<s during certain 
hours. 

Let us assnioe that eight hours of 
work in a da> repieseiits ‘full employ¬ 
ment’ for (hr individual eonccrned. I( 
the ))eak deinand slii'lehis over eight 
hours, Ihen it is I'le.u fioiri the above 
Figure that theic arc enough job op- 
portunifies for all lahoin (available in 
the niaikel dining iIh'sc hours) for at 
least eight hoiiis. Tlieoii tieally, iheie 
exists a eerl.iin uage late which hritigs 
alioiil ihe e(|nahly lietween supply and 
demand ' In spile ol this eight-hour 
peak, i( there aie snrjilnses in .supply 
of lalioui at olhei lioins, Ihen such un- 
einp1o\ Mieiil can be t.iken to indicate 
the disinand for 'oveiliine’ woik. If llie 
peak is less ill.in eight boiii.s long, then 
it is eleai that less than ‘lull employ- 
merit’ ol ‘paili.iV employiiieiit prevails.* 

From llie above diseiissioii it is clear 
llial till' iiileivieu IT in th<‘ field may 
find individii.ils 'lulls’ employed and 
yet .sicking oveilime ssoik; or be may 
find pi’nple totalis- ol partially unem¬ 
ployed. 

To olliei ssoids, till iineiiiployinciil 01 
uiidi'K iiiplosiiieni, nn asiiied in tcmis of 
boms ’available loi ss'oik’, on a givi'ii 
day lepie.senls at least some demand 
lor oveiliine ssoik. It is iiiifioitaiil to 
^l■(oglliM‘ ibis 1.111 beianse the tss'O 
types ol nneniplos meiil svill call foi 
dilfeieiil ts pes of llml■dM■^ 

It is not dillienll to mnleisland the 
demand loi nviitinu ssoik by some m- 
dividii.iK, sniei- il is liiit one way of 
lomiieii'.alriii', Ihe lai k ol ssoik on other 
d.iss in ssiiks. II lilts an- piosided 
V iiiplos ineiil on a s e.ii -inimd basis 
lliroiigli public iiolies measures Oi 
ollieiss ise, llii'ii it is veiy likely that 
siieli cl-iii.md (ol oveitmie svoik svill 
(li,sa)ip".ii 

'Ibis li.miissiiik loi a single day il- 
lustiatis till piobleins in measuring un- 
emplos nieiil. II ss i .lie aiming at esti- 
m.iliiig niifinjilos lilt III in man-hours 
dining dille'ent ss eeks in seasons or a 
St .II, ihen il Is i oiiveiiieiil In use the 
(tins iitioiial .siipply dem.iiid diagrams. 
Ifeloie see pioeeed svith the ineasure- 
meiil ol uiieniployiiieiil. it is useful to 
clarify some point.s and to make certain 
sinipivfy'iiig assumptions. 


As III the ease of a day, there is pr<-- 
siiniahly a patleiii of demand and a 
pallein ol supply ol labour over time 
(days Ol weeks oi seasons in a yoai). 
The pattern of demand for labour is 
governed by the given technology of 
piodiietion in iiiral areas and other cn- 
viioiinienlal iaelois. Given Ihe pattern 
ol dnnand lor labour, there, is no oh- 
vioiis rea.soii svhy the supply would 
follosv the same pattern and hcnec it is 
likely that sliortages occur during a 
eertam ]iail of the year (peak season) 
and siiipliisis dmirig the- other parts ol 
the yeai. It is eiiipii ieally known th.at, 
■|ion-iniiiketable’ labour such as women 
and young men, i^iter the labour force 
lenipoiaiily dining the peak demand 
peiiod. In oIIkt words, the ‘non-mar- 
ki-talile’ labour essentially performs the 
lolc ol eliminating the discrepaneios in 
the patterns ol demand and supply 
thioiygh adjiistiiicnl.s on the supply 
side. Ill other W'ords, if demand anel 
supply of lahoui are liostulated .as 
fimelioiis of (hi- wage rate among other 
laetois, then the tetnpoiary eiitiy of 
non maiketahle labour into the labour- 
loiee causes ‘.shift.s’ in the supply of 
lalxmi, as shown in Figure 2. 

In Figure 2, we a.ssumc that the 
wage i.ile is lloxible: and labour is ho¬ 
mogeneous. We also assume that work 
is iiu'asiired unirjuely in terms of 
‘hours'. Finally, we a.ssumc. that there 
an.' no new eiifiants into the potential 
labour force. The demand funetion 
,shills to lb<- left fiom in the ix;ak 

to D® in the off-pe.ik season. Cor¬ 
respondingly, the supply shifts too, but 
for difTcrent reasons — such as festi- 
\ als, social oeeaskitis, cti'. .Note that 
there are two supply functions for each 
period. ix'prcscnts the marketable 

laboiii, i c, those who are willing to 
work outside the family farm or enter- 


piisc, anti St npicseiits both the 
marketable and iion-inaikeUble labour. 
Ot eouise, the lioiizontal distance be¬ 
tween S f and S M at any given wage 
rate lopir.seiits the suirply of non- 
inarkctable lahoui at the wage rate. In¬ 
sofar as it Ie,spends to ihe wage rate 
also, the distance between .Sjsi and Sx 
will also inereas<- as the wage rate 
lists. 

Before we iiroeeed fuitbcr, it would 
help to state the aim ol policy-makers. 
Till' policy-maker is eoiiecrned w’ith the 
unemployment ot marketable labour, 
since ^he noii-iiiarkelable labour, by de¬ 
finition, is unwilling to work outside 
the family eiiU'rpiisc even if job oppor- 
limities become available. It is reason¬ 
able to assniiie lliat the irolic,v-m.lkers, 
to begin with, would like to provide 
jobs for .ill the iiiarkelable labour who 
are offeied in the market at any given 
tune and at a iivige rate that prevails 
durint; the peak seMon. This objective 
not only ensures full employment, but 
also “stabilises” Ihe peak season wage- 
rate.” Now sve may ask the rjuestioii: 
how miieli demand for labour should 
he created in dilferent periods of tlic 
vear should this objective be fulfilled? 

In order to answer this question, it 
is necessary to hold the wage rate con¬ 
stant at Wp (the peak season wage 
I ate) and measure the excess supply of 
maiketahle lalrour at different points of 
time. For exainplr, AB represents the 
volume oi unemployment in man-hours 
during the off-peak season and not AC 
(Figure 2). It is, therefore, obvious 
tlint the volumes of unemployment thas 
mea.sured critically depends on the re¬ 
lative shifts in the demand and supply 
functions over lime. If we can predict 
the magnitude of the shifts in the two 
fimctions between different porioda, 
then it is possible to measure the vo- 
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luHK of unemployment during diese 
periods. Before we discuss die ways to 
* aaeasure such shifts, it is useful to note 
^sone the common misconceptions or 
«onfusions in the measurement of un¬ 
employment. 

(i) It is sometimes interpreted that any 
levd of employment, short of OQ, is 
less than full employment; yet, in the 
coBventieoal sense, there may not be 
any unemployment because of the 
shifts in the functions and die wage 
rate adjustments. What such a short¬ 
fall does indicate, however, is the ex¬ 
tent of underutilisation of human re¬ 
sources. When an interviewer inquires 
into this sltuatiwi, he may find some 
labour “available for work but not 
seeking" without specifying at what 
wage rate they are available and when. 
Such labour may report that they are 
sometimes in the labour force and at 
other times not. 

(ii) Sometimes OP’ (equal to OQ’ 
les.s non-marketable labour employed at 
peak season) Is taken as a norm for full 
employment , and any shortfall in the 
level of employment of such labour 
from this norm is taken to represent the 
presence of unemployment. Here again, 
there may be no unemployment in the 

, conventional sense. 

(iii) Sometimes the shifts in the sup¬ 
ply and demand functions are recognis¬ 
ed but unemployment is measured not 
as the distance AB but as the distance 
D’C’ (or E’B’). "rhis error happens when 
the respondent has Wp in his mind and 
reports the hours available for work on 
that basis, even though the current mar¬ 
ket wage rate is well below Wp. Such 
labour may report as wanting to work 
without specifying what is the minimum 
acceptable rate. 

Ill 

Adequacy of the Committee’s 
Recommendations 

Having specified the requirements of 
policy-makers, do the recommendations 
of the Expert Committee meet these re¬ 
quirements? First, we note that season- 
wise collectiun of data on hours worked 
by the individuals will give us an esti¬ 
mate of total employment (such as OD’, 
OQ’ etc) at four points of time in a year. 
If the individual is probed further, it 
is possible to break-down the estimate 
into two: employment of marketable 
labour and employment of non-market¬ 
able labour, l^sumably, the wage 
rates associated with each of the four 
levels of employment are different. It 
is clear that these estimates do not help 
us estimate the voiume of unemploy- 
ment in (marketable) labour sudi as AB 


in Figure 2. 

Does the estimate of ‘hours avail¬ 
able for work’ or ‘days available for 
work’ provide us widi a measure of 
unemployment? Since the total hours 
available for work (including hours em¬ 
ployer!) is a function of the wage rale, 
any estimate ol ‘hours available for 
work’ will bo u hotchpotch if the wage 
rate is not hold cx)nstant at a particular 
lovel.’" Sinco the data refers to a par¬ 
ticular day or wiek, presumably the in¬ 
vestigator has ill his mind the going 
wage rate.^* It is not unlikely that the 
respondent has a different wage rate in 
his mind — may l>e the wage rate pre¬ 
vailing in the previous season or the 
peak season, etc. If he has the latter 
rate in mind, then wc get an estimate 
of unemployment such as D’C* (or E’B’), 
which is totally difforent from AB that 
we seek. Thus, it is clear that we can¬ 
not obtain an o.stimate of the volume 
of unemployment from such data as 
are propo.sed by the Committee. We 
do not even get a measure of under¬ 
utilisation of employed laboiu' because 
the ratio of D’C’ to OC’ .(or E’B’ to 
OB’) is totally different from AC to 
WpC (or AB to WpB), the ratio of un¬ 
employed to total supply of labour at 
that wage rate. It may be that only an 
estimate such as AB will give us a 
measure of the volume of work (or de¬ 
mand for labour) to be created through 
policy measure. Measures of under¬ 
utilisation of labour, such as OE’ to 
OP’ (or OD’ to OQ’), are irrelevant for 
policy purposes since they do not in¬ 
dicate tile quantum of labour that can 
be attracted to work on any proposed 
public works programme. This is true 
because the shift in the supply curve 
from Sji to represents the effect 

of festivals, social functions, etc, on the 
supply of labour in the two seasons. 

What then is the alternative to get 
an estimate of true unemployment. 
Should the peak season wage rate be 
maintained throughout the years? It is 
clear from the discussions above that 
the measure of unemployment, AB, 
depends on the extent of shift in the 
demand and supply functions from 
their respective positions in the peak 
season. By collecting data on OQ’ and 
OD’ (and hence D’Q’) wc are imder- 
cstimating tlie downward shift in the 
demand from the peak season. To 
avoid this underestimation, it is neces¬ 
sary to make use of the wage data, W^ 
and Wp as well as the elasticity of de¬ 
mand for labour, and to estimate the 
decrease in demand that would fol¬ 
low, should the wage rate be raised 
from its current level Wp to Wp. Si¬ 


milarly, OP’ and OE’ give us an over¬ 
estimate (E'P') of the downward shift 
in the supply function. To correct Siis 
bias, it is necessary to estimate the in¬ 
crease in the. supply of labour that 
would follow when the wage rate is 
raised from Wp to Wp through policy 
measures. In siiimnary, i( is clear that 
we need additional knowledge on the 
elasticities of demand and supply 
labour and the relative wage levels, 
should we seek an estimate of unem¬ 
ployment (such as AB in the Figure). 

Before we conclude this section, it 
is pertinent to note that the employ¬ 
ment observed in the peak season may 
Ire an overestimate of the potentially 
utilisahle labour in the rural areas be¬ 
cause we do know that at least some 
lalxrur migrates to the rural area du¬ 
ring the peak season to ease the de¬ 
mand for labour. Next, we note that 
an estimate of unemployment is not 
needed for its own sake but only to aid 
the policy-makers in determining the 
quantum of demand for labour that 
must be created .should we seek the 
goal of full employment at a reason¬ 
able (such a.s the. peak season) wage 
rate. From this point of view, it does 
not matter how the unemployment is 
distributed among different individuals; 
what is important is the total man¬ 
hours of work to be created. Finally, 
wc note that the wage rate plays a 
crucial role in solving the problem of 
unemployment. 

IV 

Summary and Conclusions 

The Expert Committee on Unemploy¬ 
ment Estimates has suggested the col¬ 
lection of data on unemployment for 
several homogeneous groups of labour 
for various regions at different points 
in time. The Committee has recom¬ 
mended estimation of the extent of un- 
deruUlisation of laliour in the case of 
labour that is employed at the time of 
inquiry and a measure of open unem¬ 
ployment for others. 

The present paper provides a sim¬ 
ple framework with a view to sorting 
out the several confusing issues relating 
to the measurement of unemployment 
in rural areas. Since estimates of un¬ 
employment are not needed for their 
own sake but only to provide the ne¬ 
cessary guidelines for policy-makers, 
the paper proceeds on the arbitrarily 
cho.sen objective that we seek full em¬ 
ployment of all laljour services that are 
offered in the market and at a wage 
rate equal to the peak season wage 
rate. With this objective in mind, die 
paper proceeds to identify the measure 
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ol uncmpldymcut, ut any given thne, 
which would be sought by policy¬ 
makers. 

Judged iroin the- point of view of this 
re<iuirement by poliey-inakcis, the ade- 
fjuacy of the (ioiiiiuittce's ■l eornnu'iidH- 
tioiis is dist'iis.M'd It is si iwn that lh(^ 
reisiiumendal ions, II iinpli m uted, will 
not help tile polies-ni.ik i in tlieir ef¬ 
forts to soUe the j)iobl<'iii I unemploy¬ 


ment in rural areas. Additioiial know¬ 
ledge about shilts in the demand and 
supply functions of labour, and the le¬ 
vels ot wage rates at different points in 
tim»‘, as well as the appropriatti elasti¬ 
cities. IS iu-e<l"d .should we seek a sa- 
tislactoiy guideline lot policy jiurposes. 
Estini.iles ol these parameters, once 
(lies .lie obtai'.i d, will be highly u.se- 
liil lor a consideiable tiim- period. 


since they are likely to be more strfjle 
than the absolute numlrers on unem¬ 
ployment. Using a framework such as 
the one outlined here, it is possible to 
project the levels of unemployment lit 
the long mil liy incori>orating (i) the 
changes in agricultural technology and 
its dilfiision and their effect on intra- 
veui sinks ill demand for labour; (li) 
the ehanges in th<- potential labour 
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force and the rural-urban migration 
patterns; and (iii) any other changes 
th^ might effect the demand and sup¬ 
ply situations of labour. 

Notes 

1 Report of the Committee of Experts 
on Unemployment Estimates, 
Planning Commission, Covenmient 
of India, New Delhi, 1970. 

2 Presumably it should read “addi¬ 
tions to different segments of la¬ 
bour force. ..”, it the eomparisou is 
to be made with the demand for 
labour generated in each of the 
Five-Year Plans. 

3 Rei)ort of the Committee of Ex¬ 
perts, op lit, p 31, para 5.7. 

4 Derived from the ‘labour-time dis¬ 
position’ on each day of th(> refer¬ 
ence week suggested in the Re¬ 
port, p 17, para 3.14. 


5 The author is thankful to Pravin 
Visaria for pointing out this fact. 

6 Since ‘days m labour force’ and 
‘days worked’ are collected, the 
difference Iretween the two, viz, 
‘days unemployed’ is also available. 

7 If the market is imperfect, then it 
is po.ssibk- that some labour may 
be unemployed even during the 
peak hours, in the sense that such 
labour is unable to find work at the 
going wagi' rate, i e, open unem- 
yiloymcnt. 

8 It IS heliilul to di.stinguish between 
‘partial’ and ‘under’ employment as 
lollows. The former cun be de¬ 
fined to indicate loss than eight 
houis (oi any other nonn) of work, 
whereas the latter defined to indi¬ 
cate the degree of underutilisation 
of the individuals’ skill, c g, en¬ 
gineer employed as a clerk. 


9 In prineiirle. the wage rate is a 
IKiliey variable. Its level is uni- 
ijiiely deteiinined by the resources 
available foi cieating additional 
r’liiployment and the extent of un- 
eiiiployment that is likely to pre¬ 
vail at the wage rate thus chosen. 
l'’or example, it the resources 
av.nlable lor the purpose, are very 
nieagie, then one may have to 
eboose a wage rate close to the 
subsistence wage rate. 

it) That this criticism has already 
b' en m.ide by Ciimnar Myrdal and 
K N Raj is also noted by Sudhir 
libattaebaryya m his article in Ap- 
pendis 1 oi the Report, p 37, para 
20 . 

II At the going wage rate, there may 
not be any unemployment (except 
in the liiction.il sense) insofar as 
the wage rate is flexible and all 
labour is eijually efficient. 


Centre-State Relations 

Issue Awareness and Party Positions 

B L Maheshwari 


Centre-State relations have now gained great prominence as an issue in our political system and all 
political parties have found it necessary to express a position on it. Although, no clear polarisation has 
emerged on this issue it is possible to discern the contours of an emerging pattern which is likely to sur¬ 
vive the results of the J971 election. 

The experience with political instability at the State level between 1967 and 1971 has alerted the 
political elites to the desirability of preserving stability at the Centre. On the other hand, there have also 
been new converts to the argument for more powers for the States. 

But generally it seems to be agreed that the Stales should become stable power centres, more com¬ 
plementary to than competitive with the Central power. 


1 

POLITICAL parties are the main 
instruments ol articulation and aggre¬ 
gation of interests in a political system. 
Some of their demands may have an 
ideological caicutalion but most of 
them eoiicern powei relationsliijis in 
the system. Even when idi’ological 
differentiation among political parties 
is low, as is generally the case in 
India, the parlie.s make an offort to 
highlight the unique aspects oi their 
positions on critical issues. 

The relationship between issues and 
political partiiis is thus close, intimate 
and pervasive. Distinctions among 
different political parties are sought to 
be articulated in teinis of general and 
specific issues. The status of an issue 
at a given time in the evolution of 
political development in a society is 
dependent on tlie quantity (extent) and 
the quality (intensity) of attention 
naid by political parties as well as 


piessine gioups and the Press. For 
exaiuple, intm action ol sitmitional 
faetois may trigger off an i.ssne in such 
a way that all political parties feel 
obliged to jiai alu-ntion and take a 
liosition on that issue. .Siiniljrly, when 
political pailies pay attention to a 
particul.n issue, the position ol that 
issue in the issue-hieiarcby of the 
system is iminoved. 

Party positions on specific issues are 
shajied by tla ir general apiiroach to 
various aspects ol the .social, economic 
and political realities. This is more 
appropiiate m tin ease of those issues 
which have siibst.intial ideological con¬ 
tent, .such as t'le ownership pattern in 
industry, the lelalions lu'lween diffe¬ 
rent classes, and the images ol the 
future society However, moie often, 
party positions on particuhu issues aie 
determined by the expel inices, percep¬ 
tions and peispeetives of the parties 
and their prominent leaders. It is 
thus natural that the positions of a 


paity on ei'itam issues undergo defi¬ 
nite changes even though they may be 
slow, iiidi.stmet and imperceptible at 
times. One conies aiioss this pheno- 
ineiion in the ease oi paity positions 
on (ientie S'tate relations during the 
1967-71 period. 

Since politieal parlies are public 
agencies and tin- discussion on the 
major issues takes place in imblic 
toiiiTiis, one has access to many sources 
(oi idi-ntifieatiou of parly positions on 
specific; i.ssues. More prominent among 
these sources are the election mani- 
lestoes, statements by paity leadcis, 
paity lesoliitions. i)arli;uiieiitary and 
legi.slative debates, roll-call votes in 
the. legislatures, aiul i<‘coid ol actions 
cilhe.i as goveriniient or as legislative 
and/or extia-constilutional opixisitiun. 
Ol all these soiiiees, election maiiiles- 
toes are more easily available and more 
reliable, not because they necessarily 
represent coininitment of iiarties to the 
txilicies and xnograinmes described in 
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the manifesto but mainly because they 
represent the carefully considered 
views which the parties desire to pro¬ 
ject to the general public. 

Thematic content analysis of election 
manifestoes thus can Ims used not only 
for comparing party i>ositiun.s on issues 
confnmting the political system but 
also for understanding the evolution of 
the pmgraninie as well as the strength 
of a political party. Every election 
represents an important milestone in 
the life of a political party and it can 
Ite assumed that tlif'y like to put for¬ 
ward thtfir most attractive face for 
public dis])lay on this occasion. 

This paper attempts to describe the. 
positions of ail the national and the 
important regional parties on the criti¬ 
cal issue of relations between two 
levels of govemiiient — Federal and’ 
State — in the Indian political system. 
The main focus here is on the party 
manifestoes relea*ed for the fourth 
general election in 1967 and for the 
Lok Sabha election in 1971. The 
paper examines the change in the 
status of Centre-State relations as an 
issue and aualyss's the relative posi¬ 
tions of different prditica] parti<!S. To- 
wanls the eml, a three-dimensional 
typology of political parties on this 
issue is constructed, mainly to improve 
our understanding ot the political con¬ 
text of Centre-State relations. 

u 

The relations b<‘tween the two levels 
oi govemiimit in a political system, 
i e, Centre and units, is a natural and 
recurring issue and it becomes more 
conspicuous and prominent in a federal 
system. The drlrates in the Indian 
Omstitiient As.srimblv amply suggest 
that the founding fathers were eon- 
cerntjd alnnit the various a.spcets of 
this rclation.s))ip. In (aet, many of the 
controversies now ctamiion were pre¬ 
sent, in eininyoiiie iorm, in the 
Constituent As.scinbly debates. How¬ 
ever, the decisions witc taken on the 
basis of the experieiiec of preceding 
deeailes, uveniding coneerus of 
national unity and the I'xigeiicies ol 
the eireumstances immediately follow¬ 
ing Partition and IndeiK'iideiicc.’ 

Ill spite ol tins', it can be said that 
during the first two decades of In¬ 
dependence. the issue of Centre-State 
relations was relatively doi-mant and 
generally reci'ived low iKtlitioal aware¬ 
ness troni the inilitical elites and par¬ 
ties. The major reason for this deve¬ 
lopment was tin* fact ol the dominance 
of the Indian National Congress over 
both the Central and almost all the 
Slate Governments. The strong Centre 


as represented in the Constitution was 
also supported by a strong national 
party organi.sation, centralised adminis¬ 
tration and resources. There were cer¬ 
tainly conflicts among States and bet¬ 
ween specific States and the Centre 
but they were usually resolved within 
the party organisation. Overlapping of 
party and government at different 
levels tended to convert the inter¬ 
governmental conflicts into family dis¬ 
putes. Naturally, the need for resort¬ 
ing to the. processes and remedies laid 
down in the Constitution was seldom 
felt. Thus, for the dominant party, 
the Centre-Slate relations were not an 
issue and the non-Congress opposition 
parties were too weak, disorganised 
and inexperienced to articulate this as 
an important issue. 

This situation continued right 
through to 1967. Although by then, 
wide cracks were visible in the do¬ 
minant position of the Congress party 
and most of the opposition parties were 
agreed on the platform of anti-Con- 
gressisni, the irarty manifestoes issued 
at the time ol the fourth general elec¬ 
tion did not project Centre-State rela¬ 
tions as an important issue for the 
voter’s attention. A detailed analysis 
of party inanife.stoes did not even men¬ 
tion party positions on Centre-State re¬ 
lations.^ 

An analysis of manifestoes of 17 na¬ 
tional and regional parties for the 
fourth general el(!ctiuu shows that only 
lour of these iiarties made special men¬ 
tion ol Centre-State relations." They 
were; Jan Sungh, CPI, CPM and DMK. 
The Congre.s's party was not expect¬ 
ed to piesent Centre-State relations 
as an election issue. Its manifesto, 
however, made a brief mention of 
“the relatively under-developed areas 
in the country”. The non-Congress 
parties, on the other hand, blamed 
the Congress tor all the mess in 
the couiiti'v including regional im¬ 
balances, linguistic controversies, inter¬ 
state disputes on Imuiidarics and river 
watiTs and other problems. Since Con¬ 
gress was in power at both Icveb oi 
government, this anti-Cungressism did 
not, per se, sigiiily taking positions cm 
the issue of Centre-State relations. 

Of the tour parties which sought to 
raise this issue to the level of national 
awareness, one favoured centralisation 
and the other threes came, out with de¬ 
mands for more power to the States. 
This Jan Sangh pledged to take positive 
steps to strengthen sentiments of na¬ 
tional unity. One such step, specifically 
mentioned, was a constitutional amend¬ 
ment to turn India into a unitary state. 
The Jan Sangh also sought to further 
centralise administration by the creation 


of six more all-India services. Hoseevw', 
the party seemed to have recognised 
that some oonfficts between differeirt 
governments will be Inevitable. Them- 
fore, it sought to set up a hhfh power 
commission to inquire into and aH>llrate> 
on all disputes between one State and 
another and lietween the States and the 
Centre. The decisions of diis commis¬ 
sion were to be made binding. 

The arguments of the other three 
parties demanding more powers to the 
States were influenced partly by ideolo¬ 
gical orientation and partly by omisidp- 
rations of power. The Communist Party 
of India which demanded overdvrow of 
Congress power and asked for “far- 
rcaching, radical changes in our pre¬ 
sent economic and political structure” 
devoted a separate section to "Justice 
and More Powers for States" in its 
manifesto. It said: 

The Communist Party of_ India 
stands tor removal of all injustice and 
discrimination against States, for re¬ 
moval of all regional disparities. It 
clemaiuls wider power and authority, 
particularly in financial and economic 
matters, be given to the States of the 
Indian Union. The seventh schedule 
of the con.stitution must be revised 
and amended so as to enlarge powers 
of the State and abridge those of the 
Antral government.” 

The CPM directed its wrath against 
the Jan Sangh and Swatantra “reaction¬ 
aries” as well as the “Dangc revisionists” 
and made a frontal attack on the Con¬ 
gress. Among other things, it charged 
the Congress party with “disuniting" 
India. It said: “The Congress Govern¬ 
ment denies real autonomy to the States 
and Union Territories. By transferring 
more and more powers to the centre, 
the Government is negating the auto¬ 
nomy of con.stitucnt units and turning 
the federal structure of the Indian Union 
into a unitaiy state”. The demand for 
more powers to the States was implied, 
although not specifically stated in the 
manifesto of the CPM. 

The DMK had been pursuing anti¬ 
centre policies, particularly made visi¬ 
ble in its anti-Hindi campaign. How¬ 
ever, by 1967, it had moved away from 
the brink of fho aeoanton dem^. In 
its manifesto, the DMK emphaiised die 
need for “the preservation of state rights 
without infringement by the centre" and 
insisted on uniform ecopomic develop¬ 
ment in all the States. More spedfioally, 
it demanded that the Constitution 
amended to vest the residuary powers 
in the States. The focus on imwe powers 
for the States was sharp and dear in 
the DMK manifesto in 1967 but it did 
not provide a detailed pro^ainnie of ac¬ 
tion. 
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The four-year period between the 
fourth general election and the fifth Lok 
* Sabha election in 1071 was qualitatively 
significant for both Centre-State rela- 
^Uons and the experiences of the 
political parties. The 1967 election 
led to loss of Congress power in 
half the States, although at the Centre, 
the Congress maintained its pre-eminent 
position. Later, the era of defections in 
the State assemblies provided greater 
opportunities to the non-Congress parties 
to exercise governmental power at the 
State level, at least for brief periods, 
and also to experience the power of a 
hostile Central Government. Wc find 
that all the major non-Congress parties 
were able to gain experience of govern¬ 
ing at the State level during this jieriod 
when nine of the Stales came under 
their control for varying durations. Na¬ 
turally, this experience helped to en¬ 
hance and even modify these pai ties' 
perceptions of the problems involved. 

Operation of the; multi-party system 
at the two levels of government also 
put the provisions of federalism to test. 
When inter-party conlliets and inti'r- 
govemmental conflicts came to be look¬ 
ed upon as two refleetions of the same 
situation, two major consequence's Inl- 
,lowed. First, the organisational machi¬ 
nery of the Congress party could not be 
used for managing Centre-State relations. 
The resnilant Iraiisfer of the issue from 
party forums to public view, c-nbaneed 
awareness alioni it and also made it iiiori' 
visilih- as an issue. Secondly, difterent 
political iraitics tc'iidcd to use Centre- 
State relations- for wider political pni- 
poses. giving rise to the politics of con- 
frontatiun between the two levels of 
government. This also resulted in pro- 
)eeting these relations as an iinpoitant 
issue de.sc-iving national attention. 

The split in the Congress party in 
1960 also reinforced this procc-ss. Two 
of the State Governinenls transferred 
their allegiance to the Coiigress(O). 
Many of its leaders already had ade- 
cjiiate knowledge ot the nature of Cen¬ 
tre-State relations and the magnitude of 
Central pov.'er. Moreover, the suhse(]uent 
alignment of political parties for the Lok 
Sabha idection tended to divide the 
political parties into three groups i c, (1) 
Congress(H) and allies, (2) the .so-calh-d 
‘grand alliance’ of the Coiigres.s(0), Jan 
Sangh, Swatantra and SSP, and (3) the 
CPM with its emphasis on ecjui-distancc 
from the two camps. 

These groups represented political, 
hut not ideological, polarisation. By no 
means, did they indicate agreed positions 
on the pattern of Centre-State relations. 
The points may, however, be noted 
here; Firstly, as contrasted with 1967, 


in 1971, most of the political parties 
made specific mention of Centre-State 
relations In their manifestoes and even 
included demands for changes, thereby 
enhancing the issue awareness. Second¬ 
ly, discussion on Centre-Stale relations 
brought forth arguments in favour of 
both centralisation (strong Central Gov- 
ennnent) and decentrali.sntion (more 
power to the States). The opposition 
partie.s hy now had gained sufficient 
experience of toppling operations, some 
of which were planned and directed hy 
the Central Goveniment. Therefore, 
most of thi-in (though not all) favoured 
more poweis for the States. However, 
the experience of instability of govern- 
ineiit in the .States was so discomforting 
that a ‘stable Centre’ liecame much more 
than an attractive proposition. 

IV 

These trends .ire prominent in the 
election nianilestnes issued hy dilfeient 
political parties in 1971. An analysis of 
the inaniiestoes of eleven major politi¬ 
cal parlies shows that all except two— 
Congress(R) and I'SP—treated Centre- 
State relations as an is.sue.* At the same 
lime, party positions on this specific 
issue were not eonsislent with the poli- 
risation as repiesented in the electoral 
alignments. For example, the two Con¬ 
gress parties, the Jan Sangh atid Swa- 
tantia generally favoured a strong Cen¬ 
tre. Among the ])arties advocating varying 
degrees ol greater power to the States, 
the most virulciil attack on Central do- 
nhnincc was made by the CPM and 
not the DMK. 'i'his is iiiidei.staiidable 
beeaii.se in spite of its historical legacy 
of anti-Centie oiieiitation, the DMK in 
Fehriiary 1971, was c-oinfortably placed 
in llie maiiisfreain of political povi-er 
whereas CPM’s experience ot the Cen¬ 
tre’s hostility to it, lioth in West Bengal 
and Kerala, was still tre.sh and bitter. 

A 1)1 let desiiiption of the positions 
ol Iinpoitant political parties follows, 
with a viexx to identify lai-ets ot the 
Centre-State lelations issue and ■ to 
group political paities according to de¬ 
grees ot issue-identity. 

The Congress party led by Jiidirn 
(iandhi emerged as the successor to the 
undivided party and cimtiiuied to coii- 
tiol the Cential Government. It 
was therefore natural, that to it, 
the relations between the Centre 
and the Stales did not appear as 
an issue of any significance, lienee, 
like in the past, Ci ntre-State relations 
'.lid not get a iiK-ntion in its maiiitesto. 
I'lowever, in the context oi tlie thieat 
from an alliance of lour parties, the 
importance ot “a .strong and stable emt- 
trf” was cmpha.si.sed by Indira Candhi 
during the campaign. Implicit in this 


empha.sis was the claim that only the 
Congtess(R) cxiuld ensure such a sta¬ 
ble and strong Centre. All other ele¬ 
ments were to be treated as unimpor¬ 
tant and unworthy of national debate. 

The Congress(O) leaders also retain¬ 
ed their traditional belief in 'a strong 
Centre’ but .since their attack was di¬ 
rected at the Prime Minister, they im¬ 
plied that the Central Goveriinient was 
not "objective and impartial in -ts 
dealings with St.ites". The party de¬ 
manded “an impartial machinery’’ for 
settling inter-Stafe border di.spules and 
sought “to establish the accomitahilily 
of governors and to ensure impartiali¬ 
ty in the exeicixe ot their powers". 
Thus the Congress(O), while subscrib¬ 
ing to the traditional position of the 
undivided Congiess, articulated general 
dissatisfaction with at least two aspects 
of Centre-State relations and thereby 
presented these lelations as a political 
i.s.siie. 

The Swatantra party in 1971, in an 
unusual move, aceepteil the Con- 
gress(O) resolution of June 28, 1970 as 
its election manifesto. The party was 
in the front line in the defence of the 
Constitution and also subscribed to the 
demand for establishment of an Inter- 
State Coiirieil. 

'I'lie Jan Sangh position in 1971 is a 
departuie from its traditional advocacy 
ol a unitary state for India. It did not 
(ollow the Swatantra line in defending 
the Constitution. In fact, the Sangh 
dem.mded “a eoimnission on Cunstitu- 
lion” to make recommendations for 
changes, ii any, in the light of the ex¬ 
perience of the last two decades. It 
leeogiiised Centie-Stato relations as 
an Iinpoitant i.ssiie but the party was 
unwilling to be specific about its posi¬ 
tion. Therefore, the emphasis in its 
maiiilesto was on iiislitutkmalisatiun of 
Centre-Slate lelations. It demanded 
appointment ol an Intei-State Council 
under Article 263 and also suggested 
that mfer-State hoimdary disputes as 
well as the demands for separate States 
should be p.issed on to a statutory 
eoinmission. The demand for State¬ 
hood for Delhi was jirobably made he- 
eaiise ot local considerations but the 
experience ol participating in several 
State governments during the interim 
period may hav<- iiersuadcd the Jan 
Sangh to accept the desirability of a 
lederal set up in India and some de¬ 
gree of deeeiitralisation in thi- political 
system. 

Of the lour iinpoitant parties whieJi 
demanded autonomy for tlw States, the 
Coininunist Party of India ado[)ted the 
most moderate line in 1971. Although, 
its manifesto was one of the longest, 
only one small paragraph was devoted 
to Centre-State relations, llic CPI 
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demanded a constitutional amendment 
“to provide for more powers to the 
States consistent with the basic unity oi 
the country”. This was an important 
departure from its 1967 position and 
reflected a change in its attitude to the 
dominant Congress party. The CPI 
also demanded that the post of gover¬ 
nor should be abolished. 

The SSP which in 1971 was a mem¬ 
ber of the anti-Indira alliance differed 
with its alliance partners on this issue, 
it demanded a new constituent assem¬ 
bly to frame, a new Constitution witVi 
greater emphasis on decentr.ilisation of 
administr.ation. It .sought a basic change 
in Centie-State relations with a view 
to eliminate the “abject dependence” 
of the States on the Centre for deve¬ 
lopment funds. It advocated the prin¬ 
ciple of election for all key executive 
posts and demanded the abolition of the 
(lost of governor. 

The DMK, which had come to power 
in Tamil Nadu in 1967, on the strength 
of its anti-Centre posture, retained the 
demand for States’ autonomy as one of 
the principal planks of its platform but 
its experir-nce of government and pi'r- 
eeption of the prevailing political situ¬ 
ation had tended to .soften the rigour 
of its autonomy demand. In 1971, the 
DMK chose to express its autonomy 
demand in general terms and also ac¬ 
cepted the value of ‘The objective of 
a strong India”. It also suggested that 
planning should originate from the 
States only and therefore each State 
should have a separate planning com¬ 
mission. It also demanded decentrali¬ 
sation of industrial licensing hut did 
not express a position on the role of 
the governor. 

Tlic DMK position on Centre-State 
relations tends to reinforce the view 
that party positions on this issue were 
determined by each party’s specific ex¬ 
periences. Thus, a DMK which ceased 
to be alienated from the political sys¬ 
tem after getting an opportunity of 
playing a national role as an ally of the 
dominant Congress, and which expected 
to continue playing this important rol<', 
did not have any compulsion to inflate 
its differences even on this issue. 

On the other hand, the alienation of 
the CPM tiom the ilominant party was 
.so complete in 1971 that it devoted 
several pages to (xmdeinning the exist¬ 
ing liamework ol Centre-State rela¬ 
tions ami the role of thi- Centre, parti¬ 
cularly in two States where the CPM 
had very high stakes. The CPM per- 
ceiveil extreme concentration of both 
politic.il and economic power in the 
t^entre and sought to change it in fa¬ 
vour of the Slates. It warned that 
"This monstrous concentration of 
imwer in the hands of the centre is 


creating the danger of a bureaucratic 
police state, .spelling abrogation of all 
democratic rights”. The CPM also 
viewed the creation of the Industrial 
Security Force in Central establish¬ 
ments as “an open assault on the Sta¬ 
tes’ irowers regarding maintenance of 
law and order". The CPM wanted fun¬ 
damental change in the system of 
Centre-State relations and made these 
.specific demands: 

(a) Abolition of the posts of gover¬ 
nors and of President’s rule in 
the .States; 

(!)) Revision of the allocation of 
powers and functions between 
the States and Centre with a 
vii'w to making the States’ power 
real; 

(e) Most of the subjects in the Con¬ 
current List of the Seventh 
Schedule to the Constitution to 
be tran.sferred to the States; 

(d) Greater resources to the States: 
75 per cent share of all the 
taxes Centrally collected to go 
to the Stales, to begin with; 

(e) Complete control by the State 
Governments over all its officials, 
including those who belong to 
all-India services. 

Other parties’ ixisitions on this issue 
were general and limited to one or two 
aspects of critical importance to them. 
Thus, the Shiromani Akali Dal advo¬ 
cated inoie autonomy for the States, 
particularly in the fields of finance and 
legislation but its main concern was 
with tlu- injustice dune to various lin- 
giiislie States, particularly Punjab. The 
BKD demanded a ban on re-employ¬ 
ment of governois. 

V 

By 1971, Centre-State relations 
gained greater irrominence as, an issue 
in the political system and almost all 
the political parties were persuaded to 
expre.ss a position on it. Although, no 
clear polarisation has yet emerged, it 
is possible to discern the contours of 
an emerging consensus which is likely 
to survive tile results of the 1971 elec¬ 
tion. 

On the basis of tbeir stated positions 
on this issue, tlx* political partie.s can 
be classified into three grouirs on the 
stahility-change dimension. First, and 
ixrlitieally the most significant group, 
consists of the Congress(R) and several 
splinter groups, who do not advocate 
any change in the structure and pattern 
of Centre-.Slate relations. Stidus quo 
or continuation of the tradition is per¬ 
ceived as being in the best interests by 
this group. The .second group consists 
of those parties who accept the con¬ 
stitutional structure and the need for 
a strong Centre hut who would like to 
.see changes in the machinery and the 
style of Centre-State relations. Pro¬ 


minent members of this group in lOTl 
are the Cong»3Ss(0), the Swatantra 
party and the Jan Sangh. The third 
group represents radicalism on tliis. 
issue. They demand restructuring of 
tile entire framework of these relations/' 
and would like to see extreme depaf- 
tures from the tradition not only in the 
style of Centre-State, relations but even 
in their basic structure. This group 
consists, in descending order of mode¬ 
ration, of CPI, SSP, DMK and CPM. 

At a general level one can notice 
two, apparently conflicting, streams of 
thought. The experience with political 
instability at the State level between 
1967-71 had alerted the political elites 
to the desirability of preserving stabi¬ 
lity at the Centre. Therefore the de¬ 
bate on Centre-State relations was 
conspicuous for its emphasis on a sta¬ 
ble and strong Centre and the main¬ 
tenance of the basic unity of the coun¬ 
try. On the other hand, those who de¬ 
manded more powers for the States 
grew in number due to the addition of 
new converts. It was agreed that the 
States should also become stable power 
centres, more complementary than 
competitive to tbc Central power. 

Again, it is iimcali.stic to expec't 
agreement on .specific details of the 
issue but one finds greater support for 
operating a constitutional machinery for 
managing Centre-Stale conflicts. This 
was perceived to be necessary in the 
context of a multi-party system. The 
need for shifting Centre-State relations 
tniiii personalised and politicised 
forums to a non-partisan institutional 
setting has been felt and is likely to lie 
articulated again. It is possible that 
the landslide victory of the Congress(R) 
in the Lok Sabha elections may for 
.sometime reInduce the prc-1967 sluin- 
ber on Centre-State relations. How¬ 
ever, Centre-State relations have achiev¬ 
ed considerable issue-awareness in the 
political system and there is need to 
examine their institutional and opera¬ 
tional aspects to evolve a more effec¬ 
tive framework for the coming years. 

Notes 

1 B Shiva Rao, “The Framing of 
India’s Constitution: A Study”, 
Indian Institute of Public Admi¬ 
nistration, New Delhi, 1968, 
Chapter 21, pp 592-698. 

2 C B Gena, "Party Manifestoes — 
A Review”, Political Science Re¬ 
view, Special Number on Fourth 
General Elections in India, July- 
Sept 1967 to April-June 1968, pp 
1-40. 

3 R Chandidas et al, eds, “India 
Votes”, Popular I’rakashan, Bom¬ 
bay, 1968. 

4 "Handbook of Election Manifes¬ 
toes, 1971", a Supplement to 
Commerce, February 20, 1971. 
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Problems and Prospects of Sugar Industry 


OVER the years no other industry on 
the food front has attracted as much 
public attention as sugar, leading to a 
very close and often overcautious ad¬ 
ministrative attention. A sruies of re¬ 
gulatory measures have thus emerged. 
But there have, heen frequent changes 
in policies, however, well-conceived 
adding to the uncertainties in the work¬ 
ing of this seasonal industry. 

Sugar ha.s been the most rigidly 
controlled Industry even in periods of 
decontrol or partial decontrol. No 
flexibility has been left to the Industry 
so essential to iwet ever changing si¬ 
tuations. 

BAc:kCiiouNn 

In the mid-fiftit;s when the Industiy' 
was fret! from contiols. North Indian 
lactories showed remarkable progress 
and expansion. When controls were 
imposed in ihe Noith mound IW.58, 
and the South was Icit relatively fie<‘, 
the major growth impulse was wit- 
ues.sed in the latter area whereas the 
North stagnated. In faet, the control 
piiee. structure was so rigid that the 
finance of most of the North Indian 
units suffered a severe set-back. 

A fair price structure is essential for 
the vitality and growth of this or any 
other industry. In iact. Government 
accepted this premises, and rightly so, 
in the resolution adopting the 1959 
Tariff Commission Report which, inter 
alia, stated that the cost of production 
derived from the schedule and the re¬ 
turn on employed capital sliould be al¬ 
lowed so as to “provide sufScient 
funds for each unit to meet the com¬ 
mitment under Ixrnus and gratuity, in¬ 
terest on borrowed capital and deben¬ 
tures, dividends on preference shares, 
managing agents' commission, and in¬ 
come tax and finally leave a residue to 
a large majority of units in all the re¬ 
gions to declare reasonable dividends.” 

Despite the well enunciated Govern¬ 
ment policy the Industry was denied a 
fair return persistently over a period 
eroding substantially the financial base 
of many companies. 

Further, in the past decontrol was 
followed in the wake of increased pro- 
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duction and satisfactory stock position, 
with thi- rcsiill that prices generally 
ruled around or below the lair levels 
resulting in losses. When however, 
prices tended to harden, even by 5 to 
10 per cent above the fair price levi-l, 
controls were hastily reimposed, denying 
the Industry the opixjitunity to recoup 
losses. 

iNquiiiY Commissions 

The cost schedules evolved by Tariff 
Cosinni.ssion and other expert bodies in 
the jiast h-lt the Industry with inade¬ 
quate funds tor siirvicing the capital, 
apart lium ichubilitation and mudiTiii- 
salimi. In addition, 1969 Tariff Com¬ 
mission iirocecded on an erronc-ons as- 
sumplion and aitificially froze the gioss 
block of thi' industry at 1966-67 Icvid 
lor computing ilepreciation on “writ¬ 
ten down v.ilm; mctliod", igiioihig 
completely llii' substantial investment 
which had laken place since at consi¬ 
derably higlici costs. Consequently the 
depreciation imivided for in the current 
sclic’dulc was HI tact only about half 
ol what It should have been, following 
well accepted accounting principles. 
The Taiiff Coiiuiiissiuii, as a package 
deal also allowcil Rs 2/- per quintal as 
rehabilitation allowance. Moweviir, the 
Governnieiit acci'iitcd the recominciida- 
lion ot the Taiiff Commission only in 
respect ol depreciation and ignored the 
one relating to lehabilitation allowance. 
Thus, industry suffered on both the 
counts. Moreover the implementation 
ot the seheiliiles too left much to be 
desired to the serious detriment ot the 
industry, 

ZONAI, Pmcing 

The piiee stiuctiire thus evolved foi 
many zones cannot possibly be econo¬ 
mic as cstabhihed by empirical i-vi- 
dnnee and as such majority of units 
have not hee-.i even able to cover their 
costs and have consequently found 
themselves in the red. To remedy the 
situation there should be a built-in 
eletnent of cost which would make the 
price reasonable for a large majority 
of units. 


CuiuiENi Sc;heme 

Covenimeiit makes two price revi¬ 
sions diirng the year; one at the be¬ 
ginning of the season based on esti¬ 
mate of recovery and duraUon and the 
second after the crushing season based 
on actuals. Unlike previous years, in 
the 1969-70 season Government did 
not even announce the final prices 
taking into account the actual working 
results and the cost escalations. The 
entire Jiroduction was released at the 
highly iinecononnc provisional prices, 
announced earlier in the sea.son. 

A still more distressing situation came 
to prevail during the current season 
1970-71 as tile Government did not 
even determine the provisional rates 
based on the latest available estimates 
of sugar K'covcry for various zones and 
duiatioii (if the season which was ex¬ 
pected to be shorter. Besides, the basic 
costs too bad gone up due to various 
statutory provisions like tlie impletnen- 
(atiuii ol thi' Second Wage Board 
Award, higher rates of depreciation 
under the Ineoine Tax Rules, incie.ased 
caiie iicight charges etc. 

Ill certain States, even the local le¬ 
vies had gone up. Debt servicing 
charges also registered a steep increase 
due to largei stock-s that the Industry 
had to carry lor unduly long periods. 
I’rices of eonsuniable stocks and cost of 
packing loo witnessed significant in¬ 
crease. 

(Joverniiient merely continued the 
provisional rates of the last season 
1969-70 during the current season as 
well and lactories were obliged to de¬ 
liver sugar only on the basis of no¬ 
tional provisiotial rates regardless of 
actual costs. 

Loweii Fiiee Sucah Realesa'iions 

On free sugar, realisations were even 
lower than levy sugar in most regions 
during the major part of last year. 
Discriminatory higher excise duty of 
.37.5 per cent on free sugar, as against 
25 per cent on levy sugar was also a 
contributory factor us for the same 
Selling price it meant lower realisa¬ 
tions of at least Rs 15 per quintal on 
free sugar. Further, the distress was 
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aggravated due to marked disparities 
in the stuck levels in different regions 
to the serious detriment of units in the 
high cost zones. 

SlOCKS AND ClUiDI'i 

The Industry w.is liirther faced with 
the prolrleni ol linaiiee. Against its 
estiin.itcd peak stocks worth Hs 450 
crores, the Industry secured an ad¬ 
vance ol <nily about Ks 200 crores 
leaving a i<-source gap ol Its 190 cro¬ 
nes, witli die result that dining the 
months ol jicak stocks, cane payments 
could not Im' maintained despite best 
eflorts. Till' position was further ag¬ 
gravated due to the iinpusition of stil¬ 
ler margins by banks which were later 
relaxed. 

Guveminenl spokesnien from time to 
time inilicutcd that creation ol ‘Bulfer 
•Stocks' as a policy was accepted and 
details were being worked out. Later 
GoviTirineiit shelved the idea and the 
anticipated relief did nut niatt'riali.se. 

While facts are so obvious, the in¬ 
dustry is almost contrnuously siibjerted 
to uniloriiied eiitici.siii on various 
counts. 'I'lie arieais of cane dues has 
olten been cited as an instance, and 
the case ol U!‘ anil Bihar is olti-n 
mentioned. While this is a genuine 
problem, the position is inoie or less 
similar in othei States as well. Tlii' 
Units managed by (ioveriniient or those 
in the cooperative sector are even 
wolst plaeed. This uiider-.saires the 
lioint that a mere mode of nianagemeiit 
or ownership iloes not provide a .solu¬ 
tion. 

Mention may also he made here ol 
the impact of the controls on the gene¬ 
ral well-being ol the Industry. Bigor- 
oiis controls hitherto aiiplied to Noilh 
Indian factories have since been e.\- 
tended to other States as well. This 
has adversely alTi'cted the perlorniaiice 
ol the lactoiies in the Southern Stall's, 
particularly in Tamil Nadu. In this 
State, the lactories had a disastious 
season in 1909-70. Almost every unit 
incurred a loss. 

In this context, the appointment ol 
the Siigiu LCnipiiiy C'oinmi.ssion which 
has probably the widest tcims of re- 
U'rencc ever di.iwii up for any Coin- 
mi.ssioii lor the industry, under the dis¬ 
tinguished Chairmanship of the Ex- 
Chief Justice ol Calcutta High Court, 
,Shri D N ,Sinha is indeed a welcome 
step. It IS Impeil that this Cornniis- 
sion will deliberate in di'ptli on the 
fundinnental issues responsible lor the 
piesent health ot the Industry and put- 
lorth highly objective and pragmatic 
recoinniendatioiis which could put the 


industry on an enduring basis and thus 
impart the much needed vitality which 
it .so badly needs. 

SUGAH DurONTUOL 

(joveirunent’s recent decision to 
decontrol sugar, apparently as an alter¬ 
native to jiricc increase came, some¬ 
what, as a surprise to the industry 
bec.insc the sugar policy is armouiiced 
at the beginning of the season. The in- 
diistiy however is not averse to decon- 
tiol. In fact with its abiding faith in the 
inaiket tiiechaiiisni it camiot but think 
in terms ol Ireedoiil from controls. 

Now that decontrol is a reality, the 
industry is anxious that it should not 
I urn out to be a short term expediency, 
and that it would be pursued as a lung 
tiTiii policy. For, any policy at best 
can piovi' ellicacious over a period of 
time and only a long term stable policy 
can be in the ultimate interest ol all 
concerned. 

I'ltic i, Vahiation.s 

I’lice variations are a normal feature 
111 a Iree economy. This should not be 
viewed critically. The ellicacy of the 
liolicy ol decontrol should not be 
indged on price variations ot itiinor 
nature. Maiket forces .should Ik- per¬ 
mitted sullicient time to correct the 
imbalances. 

.As lor the immediate situation, with 
siiddeii change in the pattern of dis- 
tiibiitioii and the large stocks that we 
have, it IS not unlikely that there may 
be some lieiiiient price fluctuations, as 
markets will take some time to adjust 
to the new situation. 

To iiiipait the much needed stability 
to the countiy's sugar economy on a 
long tcim basis, it will be necessary 
lor the Covemment to initiate neces- 
s.iiy lollow-up measures. 

Foi.i.ow-ui> Measures 

(J) Monthly releases: This leverage 
could be effectively emirloyed lor 
maintaiuing prices at the desired level. 
The coriect criteria for determining 
the iiioiithly ijuantum ot releases would 
be the actual off-take during the pre¬ 
vious months, with suitable adjust¬ 
ments lor iestival demands and slack 
months. 

(2) Bank Cicdit: After decontrol 
banks have imposed higher margins of 
.'?() per cent and are valuing sugar at 
notional rates lower than the market 
prices. It is necessary that banks re¬ 
vert to the margin of 14 per cent 
which is the weighted a'verage rate of 
levy and free sugar as was applicable 


before decontrol and also value sugar 
at market rates. 

(3) Excise Rebate: It is essential 
that suitable incentives are annOurti^d / 
well in advance to compensate the fac* 
tories fully for higher costs on working 
during the early and latter part of the 
season during 1971-72. . During the 
currixit sea.son, some factories are still 
working at very low recoveries thereby 
incurring considerable additional costs 
and they trx) should be fully compen¬ 
sated through announcement of suitable 
reliefs. 

(4) Cane Freight: There have been 
sharp increases hr freight rates during 
the last two years, 35 per cent and 6 
per cent resirectivcly. This would ren¬ 
der crushing of rail cane uneconomic 
and thereby affect production. Necessa¬ 
ry remedial measures are called for. 

(5) Cur Prices: For ensuring a steady 
rising trend in sugar production, it is 
also nec'cssary to stabilise gur prices at 
economic level. It is only by maintain¬ 
ing gur prici's at an economic level 
through price support that it will be 
possible to avoid wide variations in the 
cane acieage W'hich in turn would en¬ 
sure a steadily rising tiend in produc¬ 
tion of both gur and sugar. 

((>) Cane Prices: With the decontrol 
ol sugar suitable adjustments in the 
basis lor fixation ol minimum cane 
prices will become imperative to protect 
the interests ol low recovery zones. 
Fiiitlii'i foi calculation of individual 
lactones' cane prices, the average reco¬ 
very ioi the entire season should be 
taken into account and the normal 
statistical method ol rounding off should 
be lollowed. 

(7) Reversal to .specific Duty: With 
di'coiitiol ot sugar. Government may 
examine the feasibility ot reverting to 
a specific rate of duty as a measure of 
simplificulioii and stability and for 
avoiding any speculative tendency in 
this regard. 

(8) Licensing of traders; In view of 
decontrol licensing of wholesale dealers 
has lost its original purpose and there- 
lorc should be done away with. 

New Capacity 

During the Fourth Plan period, Gov- 
cmineiit have provided for a production 
target of 47 lakh tonnes and have li¬ 
censed a capacity of 49.65 lakh tonnes. 
Government have further relaxed the 
licensing provisions under which no li¬ 
cense would be required so long as tlie 
capital investment did not exceed Rs 1 
crore. While such relaxations are gene¬ 
rally welcome, it is feared that in the 
case of sugar, they may tend to distort 
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the planned Krowth and development of 
the industry as envisaged l)y the plaii- 
• ners. Government have already exclud¬ 
ed ,half a dozen industries like cotton 
‘ textiles etc., from the aforesaid relaxa¬ 
tion and sugar should also he included 
therein. 

Si'OAii Eseoiu.s 

With an export of 3.18 lakh toniK's 
and a foreign exchange earning ol ovci 
Hs 25 croies, 1970 was a frnilful y<ar 
in the expoit Held. Dining the eurinit 
year ton, it has been decided to e.xport 
the full (juantity available under the 


ISA and the preferential arrangetneuts. 
Thus the total exixirts (istimated this 
year are about 4 lakh tonnes, with ex¬ 
pected foreign exchange earnings of 
about Rs 38 crores. 

SUCXHI INK DeXKI.OI’MKNT 

Sugarcane is iIk' life-blood of the 
Sngai Indiistrx. It is only by accelerat¬ 
ing c.uie developiiieiit work that lasting 
stability 111 tin- iiiiliisti) ean be achiev¬ 
ed. Ill the Noilliein region, the cane 
pioductivilx IS comparatively low and 
tfiiis the dexeliipiiieiit potential there is 
the largist, but the piogress has been 


rather slow. The main ii-ason for Uiis 
has been the lack of an effective organi¬ 
sation to cliannelise caiu' development 
activities. Cane development work in 
Maharashtia as also in the Southern 
region has made rapid strides because 
of the sugar factoiiiV direct involve¬ 
ments in cane development. To improve 
matteis, a eert.iin ))eicentage ol tlie 
aii’a in the l.ictoix' zone should be car- 
maiked lor the piii])ose ol cane deve¬ 
lopment which .shouhl be available to 
such lactones who want to undertake 
cane ilevelo|)nient woik. 


Coromandel Fertilisers Limited 


Statement of the Chairman, Dr Bharat Ram 


THE following is the Statement of the 
Chairman, Dr Bharat Ram, at the 
Ninth Annual fleneral Meeting of the 
Shareholders of Coromandel Fertilisers 
Limited, held on June 9, 1971: 

Ladies and Genjt.emen. 

1 have gre.at pleasuie in welcoming 
you to the Ninth Annual Ccneral Meet¬ 
ing of the Company. 

The year has begun propitiously and 
augurs well for the country. The Gene¬ 
ral Elections have happily given the 
Prime Minister the required strength 
to implement boldly her policy aimed 
at growth with social ju-stice. The 
spectre of a weak Government at the 
Centre need no longer haunt us. 1 
hope at all levels meaningful coopera¬ 
tion, born of informed reason and 
conviction, will be extended to her. 
Private enterprise will undoubetdiy rise 
to the occasion and cooperate with 
Government in tins common endeavour 
of removing poverty and raising living 
standards. We are fortunate that our 
busine.ss, our concern with the farmer, 
brings us into the very heart of the 
"Green Revolution’. Your Company 
has the faith that the Green Revolu¬ 
tion will remain green. I cannot resist 
the temptation of quoting Dr Norman 
E, Borlaug here who said that "Indian 
scientists have played a major role in 
launching the Green Revolution.” and 
that the farmers here, millions of 
small farmers, as in other parts of the 
world, have shown a remarkable 
willingness to accept the new dis¬ 
coveries of science and adopt the new 
technology in agriculture. 


The food sil nation has improved 
since we met last and it seems possi¬ 
ble that the country will have built up 
sufficient buffer stocks. The remarkable 
performance in wheat has given us 
greater confidence. Nearer home in 
Rajendranagar, a band of dedicated 
rice-breeders have demonstrated that 
interdisciplinary efforts can bring hope 
into the world of rice. The introduc¬ 
tion of ‘Jaya’ i.s promising and before 
long, we may witness a revolution in 
rice, followed hopefully by equally 
encouraging results in other cash crops. 

I’l.ANT 

When we met last, I shared with you 
the hope that 1970 would .sec the Com¬ 
pany move into a profit situation. This 
the Company ha.s done, though in a 
mode.st measure. Tl-ie Plant has operat¬ 
ed well and at near design capacity, 
except for two unprecedented break¬ 
downs which resulted in a significant 
loss of production Many corrective 
steps have been taken to ensure that 
such breakdowns do not recur. There 
are still .some areas over which we have 
little contol and which cause us con¬ 
cern. The interruptions in power 
supply IS one of these and your Manage¬ 
ment is working closely with the 
Andhra Pradesh State Electricity Board 
to ensure stability in power supply. 
Also the constuiction of a ten million 
gallon water st.irage reservoir has been 
taken on hand to reduce uncertainties 
111 water supply. 

I am glad to report that the Com¬ 
pany’s labour relations have been 
cordial and satisfactory. In-plant train¬ 


ing facilities and induction of opera¬ 
tional practices and procedures are a 
regular feature at the Plant. The Com¬ 
pany also has a i-egular apprentice train¬ 
ing scheme whereby 26 apprentices arc 
given regular on the job training in 
various mechanical trades. 

In August 1970, your Management 
entered into a three year agreement 
with the Employees’ Association at the 
Plant agreein.g to a wage revision taking 
into account the high cost of living 
and the wage structure prevalent in 
the industry. 

MaRKEIING AND DlSnUllUTlON 

Wc are gratified to find our product 
being accepted in a wider area of the 
country. This has been a welcome 
feature in the context of the intensified 
marketing strategies which your 
Management has launched, to ensure 
that this basic input is available to the 
farmers at the right place and in right 
time. To cater to areas where there 
was a potential demand for your Com¬ 
pany’s fertiliser, Rallis India Limited, 
a company with a distinguished record 
and experience, were appointed as 
another major selling agent for your 
Company. 

Your Company has continued its 
programmes in the areas of farm 
service, demonstration plots, soil test¬ 
ing and newsletters for farmer educa¬ 
tion and this effort will be further 
strengthened. 

If our agricultural strategy is to suc¬ 
ceed, it must rest on the adoption of 
an integrated package of practices. As 
nitrogen management is significant to 
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plant life, m> is ‘credit management’ 
important from the farmer's viewpoint. 
We hope that the institutions concern¬ 
ed with credit will ensure that 
adequate credit is made available all 
along the line so that the farmer’s 
purchasing power is strengthened and 
this vital input goes into the soil at 
the right lime. 

One major concern in this area, viz, 
movement of fertilisers from the Plant 
to various points ha.s not been signifi¬ 
cantly relieved. You will recognise 
that the movement of fertilisei over a 
wide area depends upon the timely 
availability ol railwagons and this has 
not been secured to us in any satis¬ 
factory measuic. This state of affairs 
has seriously disrupted the even flow 
of fertilisers and we have taken steps 
to bring this to the notice of the con¬ 
cerned authorities. This led us to ex¬ 
plore and establish more stor.ige 
points 111] ovei the countrv. These 
limitations impose extra costs in the 
handling of our product. We hope that 
recognising the practice in other States 
who have abolished s.Jes tax levy, the 
Andhra Pradesh t'overnment will also 
abolish sales tax on fertiliser and thus 
help ill leiliieiiig the cost of lertiliser 
to the farmers. 

i'.'si’ANSlON 

Details of the Phase I Expan.sion 
programme have been given in the 
Directors’ Report. Your Management is 
in active consultation with Inter¬ 
national Finance Corporation repre¬ 
sentatives of the World Bank for 
financing the foreign exchange cost of 
the project. Immediately on receipt ot 
a favourable response the engineering 
and allied work will commence. Details 
of the Phase II expansion arc under 
Government’s scrutiny and a decision 
is awaited soon. 

OllIKll Ac IIVIIIKS 

Your Company continues its interest 
111 educational aciivity. Apart from the 
scholarships wc liave endowed at the 
University level, we have instituted a 
fellowship for investigation and re¬ 
search in regard to application of 
fertiliser in dry areas and this pro¬ 
ject is being i-arried out in eollabora- 
tion wiih the Indian Agricultural Re¬ 
search Institute. The Coromandel 
Lecture this year w.is delivered by the 
distinguished scientist, Dr Norman 
J'i Roil.liig widely ai'el.imied a.s the’ 
apostle of the Wheat Revolution and 
who vv.is awarded the Nobel I’eaec 
Prize in 1970. Also on this occasion, 
the Company announced the institu¬ 


tion of the Nuniiaii E Borlaug award 
for outstanding contribution in the 
held of agriculture. The details will 
be worked out in close association 
with the Indian Agricultural Research 
Institute. 

A distinguished scientist of inter¬ 
national fame recently observed: “We 
now have the scientific tools and 
competence to achieve a major 
tcc!inological change in our agricul¬ 
ture. If we follow the path of science, 
old varieties in all crops can .soon give 
place to new ones characteri.sed by a 
greatei capacity for yield per day and 
per unit of water. Most of the factors 
causing instability can be scientifically 
destroyed, pest control can be practis¬ 
ed without polluting the atmosphere, 
dryland farming can be profitable. We 
have the meaas and the technical 
capability to launch such a mass 
movement of agricultural transforma¬ 
tion and rural uplift.” 

We shall, in modest measure, pro¬ 
vide the determination and passion to 
act. 

Directors 

Since the last meeting, the Company 
accepted with regret the resignations 
of Messrs J Z Hoffman, L L Powell, 
K C Madappa, C R Rao, Sushi] Kumar 
and C S Dennison. On your behalf, I 
would like to thank these Directors 
for their services to the Company. I 
would particularly like to record the 
Company's deep appreciation of the 
.services rendered by Mr C S Dennison 
who pl.-iyccl ,T major rob* in foniiulat- 
ing the concept of this Company and 


Dl’ERATINf; cxperieiico, coinmi.ssi'on- 
iiig inid iiiuiiitriiaiice ol luicluar ships 
were .imoug the topics diseiisscd at 
the SynnioMiim on Nuclear Ships which 
tiKik place in Ilatubiiig last mouth. 
More than .lOO experts from .TT eouii- 
tiies took part iii the .Symposium, which 
was organised jointly by tlie Intel ii.i- 
tioniil Atomii Iviieigy Agency, the In- 
ter-goveiimienlal Maiiliine CoiisiiUalive 
Orgaiii/atioii, the West Cerinan Govern¬ 
ment and Cieiinaii assoei.ilioiis eoneei'ii- 
e<l with the opeiatioii of nucleai ships. 

Ivxperfs leiHirti-d on oi>eraliiig experi- 
i-nei* ol the West German ship. “Otlo 
Halm", thud imelear ship to be built; 
tho otlieis .lie tlv ‘.'oviet “l,eiiin” and 
the United SUtes' ".Sav.nmali". In 
August ItKiS a .'IH-megawatt pre.s.siirised 
water reaeNii was brought into opera¬ 
tion oil the “Otto Halm”. Alter some 
powei tests the fiist trial voyage tcKik 


later in its founding. One of the origi¬ 
nal Promoter Directors, Mr Dennison 
throughout his many years of associa-' 
tion with the Company has always^,^ - 
been in the vanguard of the forwarcT 
thinkers and doers who are helping 'to 
solve the problems of those living a 
life of scarcity. 

The Company, had pleasure in wel¬ 
coming Mr M N Kale and Mr N P 
Chakraborty, nominess of the IDBl 
and IFCI respectively and Mr Anil De 
and Mr R B Lamer (Jr) who joined 
the Board during the year. 

Your Company has had its .share of 
problems and anxieties. However, the 
signs of growth, profitability and im¬ 
proved marketing and extension per¬ 
formance have been significant during 
the year under review, and this has 
been due to a very close and happy 
cooperation of workers and manage¬ 
ment. I congratulate them for their 
dedication and loyalty. To Mr J H 
Kckart, who will shortly leave us, a 
special measure of thanks is due. He 
came in at a critical time and under 
his stewardship the Company has 
moved to strength. He pressed into 
the service of the Company his broad 
vision, a sense of realism and an 
intimate knowledge of technical and 
human problems. Wc wish him success 
in his new assignment. May 1 also 
welcome Mr Lamer who will take over 
from him as the new Managing Direc¬ 
tor of the Company. 

Tliank you, Ladies and Gentlemen. 

Note ; Tins does not purport to be a 
record of the proceedings of the 
Annual General Meeting. 


place ill October 1968 and full power 
was reaehi’d only one day later. The 
“Otto Hahn", built as an ore carrier, 
so far lias tiavelled 1,50,000 nautical 
miles. She was loaded during the 

voyages to full carrying capacity and 

proved to be. with all hei installations, 
a very se.i-woithy ship. No disadvant¬ 
ageous infhienee of sea motion on the 
beliavioni ol the propulsion plant could 
Ire observed, as cheeked by many exact 
measurements including in-core mea¬ 
surements. 

But experts felt that international ac- 
eeplaiiee and econoinie operation of 

nuclear ships eaii be achieved only if 
a greater niiinber ol prototype or de¬ 
monstration ships with nuclear pro¬ 

pulsion are built, and technical deve- 
lopnient of this kind of propulsion is 
greater. 


Nuclear Ships 
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Syndicate Bank 

Balance-Sheet as at Slat December, 1970 


Corresponding figures for 1969 
Rs P Rs P 


CAPITAL AND LIABILITIES 


Rs P 


Rs P 


1,41,97 104 00 


1. Capital: 

Paid-up Capital (Wholly owned by the 
Central Government) 


1,41,97,104 00 


1,55,54,161 85 


2. Reserve Fund and Other Reserves: 
1,42,00,000 00 Reserve Fund 

13,54,161 85 Other Reserves 


1,56,00,000 00 
13 79,161 85 


1,69,79,161 85 


91,20,16,189 01 
29,68,54,320 59 

144,72,22,406 27 23,83,51,896 67 


3. Deposits and Other Accounts: 

Fixed Deposits 

Saving Bank Deposits 

Current Accounts, ContingeiKy Accounts, 

etc 


102,27,09,012 74 
39 61,08,486 86 

25,86,52,063 62 167.74 69 563 22 


Borrowings from Other Banking Companies, 
Agents, etc.: 

i) In India (Includes an amount of Rs 
38,43.714 26 borrowed from Industrial 
Development Bank of India and Rs 
11,48,000 00 from Agricultural Refi- 


11,37,84,553 60 

nance Corporation as per contra) 

6,63 61 819 66 

52,34,360 33 

ii) Outside India 

63,169 73 


Particulars : 
a) Secured against 

1 ) Central and State Government 


6,00,00,000 00 

Secuiitics 

11 ) Under the Refinance Scheme vide 

75,50 000 00 

30,70,428 55 

No 5(l)(a) as per contra 

III) Under Bill Market Scheme vide 
Section 17(4)(c) of the Reserve 

49,91 714 26 

— 

Bank of India Act 

5 36,50,000 00 

5,59,48,485 38 

b) Unsecured 

2.33,275 13 

11,90,18,913 93 


6,64 24.989 39 


6 64,24,989 39 


1,89,61,426 17 


5. Bills Payable: 


2 11.24,497 26 


10,19,81,599 71 


6 Bills for Collection Being Bills Receivable 
As Per Contra: 

8,92,15,587 32 a) Payable m Indu 

1,27,66,012 39 b) Payable outside India . 


11 25,30,955 06 
I 62 93,410 45 


12,88,24,365 51 


10,11,81,193 86 


7. Other Liabilities : 

6,92,02,679 20 i) Inter Branch Adjustments . 10,34,50 135 15 

10,25,580 30 ii) Rebate on Bills Discounted 8,81,923 49 

71,623 80 III) Security Denosits 87,917 44 

iv) Amalgamated Bank’s Liabilities for 
2,26,450 30 collection against Assets as per contra 2 08,175 14 

3,06,54,860 26 v) Others . . . . 3 6281,128 37 


14,09,09 2': 9 59 


5,58,08,171 96 


S. Acceptances, Endorsements and Other Obli¬ 
gations per Contra 


7,31,64,486 65 


(Continued) 
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Syndicate Bank 

Balance-Sheet as at Slst December, 1970 


CorresponUing^igiircs foM969 ^ PROPERTY AND ASSETS 


Rs. P. Rs. P. 


8.68,74,%5 38 


1. Cash : 

Tn hand and with Reserve Bank of India and State 

Bank of India (including foreign currency notes) 9,32,58,159 86 


2.23,83,822 04 


1,87,47,169 62 
36,36,652 42 


2. Balances with Other Banks : 
In Current Account 

i) In India 

ii) Outside India 


2,28,23,483 39 
30,50,615 71 


2,58,74,099 10 


40,00,000 00 


3. Money at Call and Short Notice 


50,00,000 00 


44.99,00,392 23 


20,73,597 

17,14,9.36 

13,92,154 


12 

03 

75 


45,67.95,502 13 


3,172 00 
12,11,250 00 


3,00,000 00 

2 . 00,000 00 

Nil 


4. Investments at Book Vaiee ■ 

1) Securities of Central and State Crovernnicnts and 

other Trustee Securities . 45,51,04,595 84 

(Total Face Value Rs. 47,44,69,360 14) 

(Total Market Value Rs. 45,81,81,047 71) 

2) Shares of Corpoiations and Companies : 

Face Value Market Value 

a) Eduity fully paid 21,47,103 00 20,41,734 11 20,71,007 12 

b) Equity partly paid 31,54,200 00 18,37,558 25 17,14,936 03 

c) Preference fully 

paid 12,94.590 00 12,20,365 52 12,73,294 75 

d) Deferred fully paid 3.172 00 .3.172 00 3,172 00 

3) Debentures and 20,25,000 00 19,31,362 50 20,07,250 00 

Bonds 

4) Other Investments : 

a) Initial capital of 
Unit Trust of India 3,00.000 00 

b) Units of Unit Trust 

of India .. .. 2.00,000 00 2,00,000 00 2,00,000 00 

5) Gold. Nil Nil Nil 


3,00,000 00 3,00,000 00 


46,26,74,255 74 


Note : Securities of the face value of Rs. 10,06,000/- 
arc held with Government and Post Olliec for 
specific contracts. 


89,84.06,393 1 2 


Nil 

10,49,7.3,943 43 
4,58.61.751 63 
104,92,42,088 18 15,08.35,695 06 


5. Advances : 

(Other than Bad and Doubtful debts for which Provi¬ 
sion has been made to the satisfaction of the auditois) 

1) Eoans, C.ash Credits, Overdrafts, etc. 

a) In India.100.47.57,099 76 

(Includes advances in respect of which finances 

have been obtained from Industrial Develop¬ 
ment Bank of India Rs. 38,43,714.26 and from 
Agricultural Refinance Corporation 
Rs. 11,48,000/-as per contra) 

b) Outside India. Nil 

2) Bills Discounted and Purchased : 

a) Payable in India .. .. 16,62,04,773 22 

b) Payable outside India .. 5,72,61,531 41 22,34,66,304 63 122,82,23.404 39 


(Particulars of advances as per Schedule I At¬ 
tached) 


6 . 

8 92.15,587 32 
10,19.81,599 71 1.27.66.012 .39 


Bills Receivable Being Blib for Collection 
as per Contra : 

a) Payable in India . 

b) Payable outside India 


.. 11,25.30,955 06 

.. 1,62,93,410 45 12,88,24,365 51 


5,58.08.171 96 


7. Constituents’ Liabilities for Acceptances, 
Endorsements and other Obligations 
per Contra . 


7,31,64,486 65 


{Continued) 
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Balance^heet^ as at 31st December, 1970 


jiQorreipondmg figures for 1969 
Rs P Rs P. 

CAPITAL AND LIABILITIES (Contd.) 

Rs P 


28,89,407 70 

9. Profit and Loss : 

Profit for the year 

65,20,952 28 


18,80,933 06 

Less Appropriations 

Tiansferred to 

Reserve Fund 14,00,000 00 

Provision for Bo¬ 
nus to staff 29.60,000 00 

43,60,000 00 

10,08,474 64 

9,48,842 84 

Balance to be transferred to Central Gov¬ 
ernment in terms of Section 10(7) of the 
Banking Companies (Acquisition and 
Transfer of Undertakings) Act, 1970 

10. Contingent Liabilities: 

i) Claims against the Bank not acknow¬ 
ledged as debts of which Rs 1,81.347 85 

IS reimbursable by insurance company 
in case the liability arises 

9,38,876 66 


52,49,281 68 

'0 Liability on Bills of Exchange re-dis- 
counted 

55,75,235 02 


9.87.81,709 21 

III) 1 labilities on account of outstanding 
Forward T xchange Contracts (for pur¬ 
chases and sales) 

6 00,35,420 62 


9,15.99,574 99 

iv) Money for which the Bank is contin¬ 
gently liable for guarantees given 

6 79 38,440 00 


2,53,775 62 

V) Fstimated amounts ot contiacts re¬ 
maining to be executed on capital 
account and not provided for 

Nil 


15,70,250 00 

vi) On Partly paid shares of Joint Stock 
Companies 

15 70,250 00 

187419.33,452 39 


lotal 



Rs P 


21,60,952 28 


214,12,54399 75 


Corresponding figures for 1969 
Rs P Rs P 


PROPERTY AND ASSEPS (Contd.) 


Rs 


Rs P. 


74,02,472 96 
89,26,415 OO 


8,13,89,602 17 


1,28,812 86 


187 ^ 933,482 39 


67 91,146 38 
62,44,601 58 

33,664)24 72 

3.62,54.247 24 
2,09,26.759 43 
74,11,236 18 

2,26,450 30 
1.69,lie 34 


10 . 


11 


72 74 603 
98 65,751 


Premises Less Depreciation as per Schedule 
II Attached 

Furniture, Fittings, Etc Less Depreciation 
as per Schedule III Attached 

Other Assets : 

i) Interest au.ruc<l on Investments 

ii) Interest accrued and due on advances, etc 
III) Motor Vehicles and Library (less depreciation) 

Paper and Stamps, Stock of Stationery, etc 

iv) Branch DDs, TTs paid. Bills realised in transit 

pending a ljustment . 5,47,54,775 

v) Incom: Tax paid in advance 2,20 45,634 

vi) Sjndries-inUudingpre-paid expenses* 

vii) Assets of Amalgamated Banks for collection as per 
cojit£a 

viii) Constructions 

*(Sundiie\ include R\ (,()O0l-depotili with Pott Office 
fur piirchan of vehirli s) 

N>i-Btnkln; Assets Acquired in Satisfaction of 
Claims Less Depreciation—as per Schedule IV 
Attached 

Appioximatc market value of the pro,Tcrties is Rs 
2,53 700 00 

Note : One item oi property is subject to a charge ol 
Rs 2000/- and interest (hereon 


Total 


83.65,665 35 


1,27,03,040 00 


98 

22 


53,08,972 04 

90 
41 

35,08,554 07 

2 08,175 14 
13,080 50 


10 29 79 547 26 


1 8*7 375 89 


214,12,^399 75 
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WANT TO SHOCK A ROCKt 

CP Rock Drills are designed and built toTlo that and 
more, with the utmost efficiency. The CP-225 is an 
excellent general purpose tool lor short hole drilling 
or demolition work and is widely used in mines and 
quarries. The CP-32F is recommended lor shall 
sinking, tunnel driving, quarry work, excavation and 
road work, where last drilling speeds, strong rotation 
and efficient hole clearing are required. 

Consolidated Pneumatic manufacture the widest range 
of construction and mining tools and air compressors — 
to standards of workmanship and quality that have 
earned them the reputation of leaders and 
pace-setters in air power. 

(CP-225 and CP-32F are available as wet or dry 
machines, with a choice of 31"or 41"x 7/8" chuck). 

The Power of Air Harnessed for Industry 

Consolidated 
Pneumatic 


CONSOLIDATED PNEUMATIC TOOLCO.(INDIA) LTD., 
301/302. AarA Rd. Mulund. Bombev-BO N B 
Branches :5o. Jawaharlat Nahni Rd.. Calcutta>t6 


. Jawaharlat Nahni Rd.. Calcutta>t6 


• 25 Ring Rd.. Laipat Nagar. IV. New Dalhi-24 

• Financa House. F^attulos Rd.. Madr8S'2 




CP-32F Rock Drill, 



ULKA-CPT-a, 


rrintod by Krisliiia Haj at Stall's’ People I’ic.s.s, Jaiiiiiubli(ioini Hliavaii, Gliof^a Sticel, Poit, Hoiiili.iy-l, aiul puhlished 
by him icir Samerksha Trust from Slcylaik, 2S4 Frcri- Road, Romhay-l, 
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Regd No MH—1393 



announces 

a drastic reduction in fores! 


Air-India offers heavy reductions 
under our Affinity Group Travel 
Scheme. For many sectors, the 
reduction amounts to over Rs. 2000/-. 

What is an affinity group? 

It is an association that has been in 
existence for 6 months prior to travel 
with a common objective or activity- 
other than travel. In case of travel to 
the Americas the association must be 
of at least two years standing. 

Examples; Educational institutions like 
schools or colleges of Arts, Music, 
Science, Engineering, Medicine, 
Catering; professional groups like 
associations of lawyers, physicians, 
surgeons, pathologists, teachers, 


artists; clubs like the Lions and the 
Rotary Club, sports associations, 
gymkhanas, choirs, dramatic and 
musical groups etc. 

Minimum requirements: 

If you are a member of any of the above 
affinity groups for a minimum period 
of 6 months prior to travel you may be 
entitled to the reduction. You have to 
travel together throughout your journey 
and your group should not be smaller 
than 15 persons. 

Besides the large reduction under our 
Affinity Group Scheme, Air-India gives 
you that extra something, if you haven’t | 
been abroad in the past 3 years. 3 


AFFINITY GROUP FARES (All tares In Indian Rupees) 


TO 

BOMBAY 

CALCUTTA 

DELHI 

MADRAS 

Normal 
Return Fare 

Affinity 
Return Fare 

Normal 
Return Fare 

Affinity 
Return Faro 

Normal 
Return Fare 

Affinity 
Return Fare 

Normal 
Return Fare 

Affinity 
Return Fare 

AMSTERDAM 

5984 


Km 

4713 

5984 

4189 

6650 

4655 

FRANKFURT 

5884 

■■■ 


4713 

5984 

4189 

6650 

4655 

PARIS 

8984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

PRAGUE 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

GENEVA/ZURICH 

58BS 

4127 

6646 

4653 

5895 

4127 

6561 

4593 

ROME 

5233 

3664 

6027 

4219 

5233 

3664 

6899 

4130 

MOSCOW Direct via DELHI 

4988 

3491 

5633 

3944 

4938 

3457 

5652 

3957 

.. Ida MIDDLE EAST/EUROPE 

7704 

5393 

8498 

5949 

7704 

5393 

8370 

5859 

LONDON 

6070 

4249 

6821 

4775 

6070 

4249 

6736 

4716 

NEW YORK 

9210 

5603 

9615 

5963 

9210 

5603 

0615 

5963 

KUALA LUMPUR 

2915 

2041 

2207 

1545 

2736 

1916 

2339 

1638 

NANDI 


6055 

8073 

5652 

8649 

6055 

7987 

5591 

PERTH 

6133 

4294 

5561 

3893 

6133 

4294 

5471 

3830 

SINGAPORE 

2915 

2041 

2385 

1670 

2915 

2041 

2339 

1638 

SYDNEY 

7015 

4910 

6441 

4509 

7015 

4910 

6354 

4448 

TOKYO 

5912 

4139 

5206 

3645 

5604 

3923 

5427 

3799 


For full details and a list 
of other stations to which 
these fares apply, post this 
coupon to any of our S6 
offices located closest to 
you or your Travel Agent. 




Name. 

Membe. c!:. 
/.jidiewr:... 


Kindly send me your free literature on the 
Affinity Group Travel Scheme. 


:.I 

...» EPW I 
__I 
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Togelherness by Treity 

THE wide-ranging dismissals of important ministers and officials in the 
Egyptian cabinet and ruling party last month were regarded in some ciuarters 
as Mgniiyhig more than the consolidation of Sadat's power-base. As most ot 
those dismissed, especially Aly Sabiy and Sarny Sharaf, wiie considered to be 
■Leftists’, these dismissals were seen as a calculated move to lessen Soviet 
''influence in Egypt. Sabry's dismissal immediately befoie the Amciiean Secretary of 
Statr- Rogers' arrival in Caiio was also thought to be signiheunt. Now. how¬ 
ever. it seems more plausible that Sadat was not as concenied about sweeten¬ 
ing lelations with the US as about removing “centres ol power" pittentially 
hostile to Ins own position. 

The Soviet reaction was. on the sin(aec. e.stieiiiely iiMiXTtiiibed. But the 
.uiival ol Nikolai Podgorny. the Soviet President, in Cano on May 25 .showed 
that the Russians were far lioni inieonceiiieil. The Podgoinv mission probably 
arrived in a spirit of einiiiiry latbiT than adiiioiiitioii. U also had an aee up 
its sleeve in the forin ol the “tieatv ot Irieiulsbn) and co-otieration", winch was 
signed within 4S honis. But it is iinlikels that Sadat and Ins floss* advisers 
had not even an inkling about sneb ,i treats. In fact, it is believed that Sadat, 
liming Ills ‘seeiet’ visit to Moscow last Maicb, ollered to sign a treaty with 
Moscow to get more anus aid. Kailiei, Nas.sci — it is now, well known — had 
oi' two occasions olTeied to sign a tre.its with the Soviet Uniiai. 'J'he first 
oceasion was alter the Egyptian debacle in lime 1!>(>7, and llii' second in 
laniiary 1970 when he had asked lor Soviet piotcctioii Iroiii Israeli air-raids 
der'|) into Kgspt. The Russians bad then politely declined to sign a foimal 
tie,ns. riles (lid not want to show the Atiasiaii woild that they weie develop¬ 
ing .1 tormal 'iiatron-client' lelatioiiship ol ,i iieo-eoloni.il v.iiiets with Egypt. 
•Secondly, tlies did not wish to be the cause ot lowering Nas.sei's iiidejiendcnt' 
st.itiiii —- winch it was in their interest to inaiiitaiii. Thiidly, they did not 
W'a it to he loimally tied to the Egyptians when iiiloiinal aiiaiigeineiits were 
good enough Eourlhly, they had no desire to opiiily iniivoke the US, which 
w'.is then in a more helligeieiit mood than it is now. 

Although these leasons have not been totally invalidated, Russian think¬ 
ing has definitely alteied course since last May. With then vast niilitaiy and 
economic investment in Egy'pt and the recent upheavals within the Egyptian 
Coviinment. they piohahly leel the need to instiliitioiialise then relationship 
with Egypt, .so as to have a gieatei knowledge ol imd infliieiiee on goveiii- 
nmiil.il changes witliin Egypt The shaiii and sudden dismissal ol Sahry .and 
th ■ otheis seems to have taken the Rnssi.ans totally by siiipiise They do not 
intend to he so smpnsed .igaiii. The liealy, which is the flist with a non-com- 
mii’iist couiitiv ■aiice the end of W'oild W.n II, is also a gentle lemmder to 
Egypt and other third world coiintiies that llies cannot e.isilv do without 
Soviet political, economic and inilitarv help. TIk* Soviet Piesideiit very sne- 
cinetly made this point the day heloie the signing ot the tre.aty when he 
.said: “ft h;is been proved that developing eomiLries cannot sl.md mi to the 

tyi.inriy ol niiperialism and .secure iheii ernnomie and political indepciidenco 
williont the a.ssislaiiee ol the socialist roimtrie.c and olhei piogiessive foices 
in the world.” 

This does not ine.iii that .in\ ol the clauses in the Soviet-Egyptian treaty 
ar<‘ .1 hhitanl Intiiislon into Egypt's inleinal .ilTaiis. The tieiity mostly foriiMl- 
ises cMsting airangements. The most allnielive part, tor the Egyptians, is 
Ailide 8, w'hich was highlighted by Sadat when he coiniiiended the treaty to 
the Peoples Asscnihlv. The impoitant part of this Artiile st.ites, ''eo-opeiatioii 
W'ill paiticiilaily include ai(l...|tol the iieisimiiel ol the UAR armed forces... 
for strengthening its [tJ.\R'sl eapahility to leiiiove the tiais's ol aggie.ssion and 

foi strengthening its eapahility to (oiifroiit .. general”. This does 

not mean that the Russians now' have an open-ended coinniitinent to hack 
Egyptian military adventnies ag.iinst the Israelis. It does, however, mean 
finfher Riissi.iii involvement m the defence ol Egypt against an Israeli attack. 

Nor IS the treaty an attempt at getting tough with the Americans. Moie 
likely. it is an indication to the United Stales that West Asian stability and 
pi*ace can only come about it the Aiiieneans agree to co-opeuite with the 
Russians in coaxing Ivilli the Israelis and the Arabs tow aids .igreenient. This 
agreement would then he inaiiitained iindci a diioiioly ol interest hetwpc'n the 
US and the USSR. It is an mteiestiiig speeiilallon that the Russians might he 
trying to do .i ‘.Smith Asia' m West Asia. It is, liowevei, iiiihkely that the 
Aineileans will see eye-to-eye with the Russians m West Asia as they generally 
do in South Asia because the Rii.ssi.ans. aftei all, aie much more strongly and 
unilaterally entrenched in Egypt tliaii they are as yet m India or Pakistan. 


TAe Bt»fuat*es 

Another People, Another Place 

THE brief debate on the influx of 
refugees from East Bengal in Lok Sabha 
on Wednesday yielded the .idmission 
from the Government that it was 
hoping that the pressure of world opi¬ 
nion would force the Pakistan Govern¬ 
ment to reach a political settlement in 
East Bengal Further, New Delhi ex¬ 
pects that this would happen soon 
enough to enable the lefugecs now in 
this country to be sent back within six 
months. 

This incidental information tells a 
great deal about the purpose of Foreign 
Minister Swaran Singh's visit to the 
capitals of the major powers. Swaran 
Singh’s primary task, it is now 
evident, is to .issuic the Governments 
of the.se countries that irrespective ol 
whatever may be suggested by the 
hospitality ixtended to the so-called 
Provisional Government of Bangla De.sh 
and such help as we have been giving, 
unoflicially of course, to the freedom 
fighters in Fast Bengal, we would be 
wholly behind any efforts to bring 
about a political settlement. The basis 
of the settlement would be what the 
Pakistan Government and tho.se on .he 
Fast Bengal side agree upon and arc 
able to give effect to, given the deve¬ 
lopments of till' last few months. Be¬ 
yond that we are not intcicsted in 
stipulating any conditons. What we 
would be interested in is, of course, the 
return of the refugees. 

The pressures foi a political .settle¬ 
ment in East Bengal are becoming in- 
cieasingly stronger, as was to be ex- 

•cted. The big powers who are in a 
position to influence the actions ot the 
Pakistan Govcinment, the Government 
of Yahya Khan itself, the Awami 
League (the statements of the Provi¬ 
sional Goveinment notwithstanding) 
and India aie all moving, willingly oi 
othciwi.se. III this direction. Indeed, the 
major hurdle to a settlement is likely 
to be, not the reluctance of either the 
Pakistan Government or the Awami 
League, but the verv genuine doubts 
about the Awami League’s ability to 
any longei cairy with it those who arc 
doing the actual fighting against the 
P.iktstani army in East Bengal. Both 
the actual control and the nniral .lutho 
rily of the Provisional Governmtnl 
(which m effect functions from Cal¬ 
cutta) over the freedom fighters across 
the bordei have .so diminished .as to 
be .ilmost non-existent already. 

Tliis is one major factor which rright 
upset the Government of India’s 
calendar lor refugee repatriation. There 
are others be.sidcs. One of these should 


be better known to ^he ttovemrtidtft 
than to the people of this country from 
whom the communal composition oi 
the refugees has been kept hidden, foi 
very good reasons. Referring to the 
refugees the Prime Minister is reported 
to have repeated at a meeting of finan¬ 
cial journalists in New Delhi on Ihurs- 
day: “I am just going to send them 
back. I am determined to send them 
buck." Should she not have been per¬ 
haps less emphatic, knowing as she 
docs that the proportion of Hindus 
among the refugees is not the 60 and 
70 per cent that are frequently mention¬ 
ed: nor even 80 or 90 per cent, but 
more? The communal factor, and what 
that implies for the willingness and 
ability of whatever political authority 
takes over in East Bengal after a politi¬ 
cal settlement to take the refugees hack 
and for the Government of India’s abi¬ 
lity to forcibly send them back, can¬ 
not be Just wished away. 

On the whole, there are good rc.isons 
for the Government not making too 
exact commitments about sending back 
the refugees. It should instead eon 
centrate on the task of ensuring that, 
given the limitations of our own organi¬ 
sational and financial resources and the 
' nitations of the International assist¬ 
ance that can be secured, we are in fact 
doing the best wc can for (he refugees 
while they are in this country. Can wc 
lx- sure of this today? The enormity 
of the task of providing the conditions 
of even bare existence to six million 
destitute people is beyond question. 
And yet is there, outside the areas 
affected by the physical presence of the 
refugees, sufficient awareness of the 
problem, much less readiness to le-lp? 
Can we honestly maintain that wc are 
doing everything we can when the 
Chief Minister of one State threatens to 
resign unless the refugees are removed 
from his State while other Chief Minis¬ 
ters less openly refuse to accept the 
refugees into their States? And as a 
correspondent points out elsewhere in 
this issue, has construction of a single 
luxury apartment anywhere in the 
country suffered even a day’s delay b<*- 
cause materials have been diverted to 
pioviding shelter to the homele.ss re¬ 
fugees? Can we, again, claim that 
everything has been done to feed the 
lefugees when wheat lies rotting in the 
market places of Punjab, Haryana and 
other States? Ironically, even as 
we self-righteou.sly flaunt the burden 
thrust on us by the influx of refugees, 
two events, minor in themselves but of 
some .symbolic significance, which have 
received attention are the insanely 
ostentatious wedding parties thrown by 
two leading lights of the ruling party 
in Maharashtia and Andhra Pradesh. 


The BetigaKl tathef 'sltaltc'hlng. uis^ 
cholera-stricken son die in bb arms is 
remote equally from Bombay and 
Hyderabad and Moscow and Washing¬ 
ton. 

Planning Commission ^ 

Back to Fundamantals 

A Correspondent writes: 

THE panel headed by P L Tandon to 
report on the organisation of the Plan¬ 
ning Commission has suggested that 
the Commission should have “a new 
concept". The panel's other recom¬ 
mendations are that there should be 
greater induction of professional exper¬ 
tise into the Commi.ssion, with possi- 
bihtie.s of transfer of personnel (to 
academic institutions or State-level 
planning organisation.s): that the Com¬ 
mission should not duplicate the 
ministerial divisions without specialis¬ 
ing functionally at the top but should 
be reorganised in four broad groups of 
tasks: planning and evaluation, resource 
mobilisation, systems and information, 
and liaison: and that the Planning 
Commission needs to keep a perspec¬ 
tive of development. 

These are things worth saying — 
even if they have been said before. 
The Planning Commission had tended 
to become an adminisirative arm of 
the Government, and had increasingly 
tended to take an administrative, rather 
than a planning, view of the develop¬ 
ment process. It is time it was put 
back in (he place where it was intend¬ 
ed to be — defining options and laying 
down the strategy for development. 

Organisation is only one part of this 
task; and there is always the danger 
that when those who recommend 
changes are not there to implement 
their recommendations, the changes 
recommended are not implemented at 
all or are implemented in form only. 
(The panel refers to the “need to insti¬ 
tutionalise a new idea rather than let 
it wither away after the man who 
brought It has left”; would not this 
apply to the panels-’ recommendations 
also?) 

There was also the need to define 
the Planning Commission’s tasks more 
fully. It is wise that the long-term 
perspective is proposed to be kept 
firmly in view: development can hardly 
be compartmentalised into five-year 
periods. The perspective view will 
reveal the broader options wiiltin 
which plans for immediate developmer.B 
are lo be formulated and implementedVv 
P C Mahalanobis showed that India’s 
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planning had to be based on iron and 
steel and aluminium; in the next phase, 
coal, bagasse and engineering would 
forrfl the basis of long-term advance; 
ill.addition, employment had to be a 
major objective of planning. 

There is also the more immediate 
problem of efficiency, which needs to 
be externalised to the operating agen¬ 
cies. For example, the present func¬ 
tioning of railways is a hindrance to 
development; and the working of the 
public sector units has been the most 
effective bar to expansion of social 
ownership of means of production. The 
Planning Commission can more usefully 
look into the organisational aspects of 
the functiojiing of these agencies and 
create a climate for changes in adminis¬ 
trative functioning. 

As time passes evaluation becomes a 
more important element in the plan¬ 
ners’ work. Such evaluation has to go 
beyond looking at percentages of fulfil¬ 
ment of targets to the factors responsi¬ 
ble for failure. F.ach new plan has to 
be ba.scd more on this experience 
rather than on a geometric exponential 
theorem, such as system-builders tend 
to set up. 

'NatioDal Income 

Cost of Standing Still 


THE latest national income data, for 
1969-70, show how limited the econo¬ 
mic recovery has been, despite succes¬ 
sive good harvests. National income in¬ 
creased from Rs 28,678 crores in 1968- 
69 to Rs 31,174 crores in 1969-70, or 
by 9 per cent in money terms. Allow¬ 
ing for the price rise, however, the real 
rise in national income between the 
two years was only 5.3 per cent. And, 
allowing for the population rise, the 
growth of per capita income in real 
terms was only 2.9 per cent (from Rs 
329.9 to Rs 339.4, in 1960-61 prices). 
Since the per capita income had touch¬ 
ed Rs 335.8 in 1964-65, the last five 
years may be said to have seen an im¬ 
provement in individual well-being. 

Sectoral data confirm this trend. The 
share in national income of the primary 
sector (agriculture, forestry, fishing 
and mining) has marginally declined, 
from 47.9 per cent in 1964-65 to 45 
per cent in 1969-70. But the main 
gainer has not been the secondary sec¬ 
tor (manufacturing, construction, elec¬ 
tricity, gas and water supply) which 
remained constant at around 21 per 
Mit, but the tertiary sector (transport 
and communications, trade, banking 
and insurance, public administration 


and defence, and other services) 
whose share increased from 30.8 per 
cent in 1964-65 to 33.4 per cent in 
1969-70. 

JfVhat are the lessons of this experi¬ 
ence? It is now becoming evident that 
those who expected agriculture to 
trigger off growth (and a market for 
industrial products) had misunderstood 
the economic forces which govern 
growth. Agriculture cannot be the 
‘triggering’ mechanism; it can merely 
provide a stability condition in which 
growth may be stimulated in other 
sectors. The rate of growth outside 
agriculture had been almost twice that 
in agriculture, in the past. Given 
today’s growth rate (5-6 per cent) in 
agriculture, India could easily make a 
run for a 10-12 per cent growth in 
areas other than agriculture. We have 
wasted four years doing nothing, 
despite the fact that the preconditions 
for such growth have existed since 
1967-68. Unfortunately, this year’s 
budgetary exercise .shows that, even 
now. the Government has not learnt 
the lesson. 

Gujarat 

Divide and Rule 


Our Correspondent writes: 

THE imposition of President’s rule 
has not helped to stabilise the political 
climate in Gujarat. In tact, its imme¬ 
diate effect has been to unleash forces 
of disintegration in both the Congress 
parties — which are the only parties 
that now matter in the State, Swatantra 
having reconciled itself to playing 
second fiddle to either the one or the 
other of the two. Before the imposi¬ 
tion of President’s rule, the two Con¬ 
gress parlies were under some com¬ 
pulsion to keep up the facade of unity 
within their respective ranks. Now the 
infighting for power in both parties is 
being carried out in the open. The 
emphasis has shifted fom inter-party 
to intra-party struggle for power. Nor 
has President’s rule ended the flood of 
defections; the bait offered to defec¬ 
tors now is assurance of tickets in the 
coming Vidhan Sabha elections. 

The tussle in Congress(O) is centred 
round the effoits of some of its leaders 
to establish a separate identity from 
that of the party which was routed in 
the Lok Sabha elections. Of these 
leaders, one group, consisting of jaidip- 
.;inh of Baria, Khambhoija and Premji- 
bhai Thackar, has been urging merger 
v'ith Congress(R). Their stand was 


reported to have received the covert 
support of Hitendra Desai. These 
leaders had hoped that Hitendra would 
support them openly at the last Con- 
gress(R) session. But as had happened 
at the time of the Gujarat Congress(0)’s 
opposition to the ‘grand alhancc’ 
strategy, Hitendra inspired his follow¬ 
ers to challenge Morarji Hesai's leader¬ 
ship but himself backed out when the 
time came to force the issue. As a 
result of being let down by Hitendra, 
the ‘pro-integration’ group has had to 
quit the party and is now reduced to 
petitioning Congress(R) leaders for 
admission to Congress(R). 

The other group of Congress(O) 
leaders, which was also reported to 
enjoy the support of Hitendra. wants 
to overhaul the parly leadership by 
freeing it from the gri;i of Morarji 
Desai and to give the party a regional 
colour by adopting a radical programme 
centred on local problems and different 
from that of Congrcss(O), However, 
thi.s group has not so fai succeeded in 
dislodging Morarji, once again mainly 
becau.se Hitendra Desai has refused to 
act. Understandably, Morarji is bitterly 
fighting these challenges to his leader¬ 
ship in Gujarat, since once he loses 
his hold on Gujarat he will fade out 
of national politics. However, the 
death of Thakorebhai Desai will con¬ 
siderably affect Morarji’s position in 
Gujarat; the only strongman he can 
now rely on is Vajubhai Shah. 

The feuds in Congress(R) have 
nothing to do with issues: they are 
entirely related to personalities. 
Chimanbhai Patel had staked a strong 
claim to leadership of the party. But 
within just a month Indira Gandhi and 
U S Dixit, who had earlier seemed to 
support him, have .squa.shed his claims. 
Chimanbhai did not evidently realise 
that he had been allowed to supersede 
Ghia only for his expertise in man¬ 
oeuvring defections by hook or crook 
and that once the Hitendra ministry 
had been toppled the high command 
would have no further use for him. 
He has no foothhold in the organisa¬ 
tional wing which remains under the 
control of the Ghia-Adaiii group. 
Chimanbhai tried lo play Ghia against 
Adani, first by favouring the former as 
the GPCC President and then, when 
Ghai refused the bait, by suggesting 
that he should be made the chairman 
of the election committee. But Ghia 
refused to play into Chimanbhai’s 
hands by rejecting even this proposal. 

Her role in the faction fight in the 
Gujarat Congress(R) throws some 
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interesting light on Indira Gandhi’s dependent on the party’s Central 

political tactics. In Gujarat, as in UP, leadership which, in today’s circum- 

she has been trying to play one leader stances, means the Prime Minister her- 
against the other. First she played self. Evidently, by this divide and 

Chimanbhai against Ghia and later rule policy she hopes to nip in the 

Adani, Ghia and the others against bud the regional centres of power 
Chimanbhai. The GPCC has thus which, if allowed to grow, might assail 
become riddled with factions with the her authority just as they did her 
result that it is becoming increasingly father’s. 

BUSJNEsSS 


Poly-Conversion! 

WHEN the Dull Committee first re- If preference capital of Rs 1.10 crores 


commended that the financial institu¬ 
tions should seek a .share in the profits 
of industrial companies they assist with 
development capital by converting a 
portion of then long-term loans into 
equity, there was a furore about what 
was dubbed as an attempt at partial 
nationalisation ol companies in the 
private sector bv the back-door. Much 
heat was generated in the controversy, 
but then came Indira Gandhi and the 
I.ok Sabha elections and the alleged 
threat posed by the conversion option 
somehow receded from the focus of 
public attention. 

Whv IS it that conversion no longer 
seem.s to hold the terrors it was earlier 
suspected of? This reason is clear 
from the manner in which the conver¬ 
sion option has been used by institu¬ 
tional lendeis in the case of Gujarat 
Polyamides. 

The company has a Rs 1100-lakh 
nylon fibre project with a licensed 
capacity of "i tonnes a day. The outlay 
IS to he financed with Rs 440 lakhs 
of share capital, foreign exchange loans 
of Rs .176.90 lakh.s and rupee loans 
from IDBI, IFC, I.IC and UTI amount¬ 
ing to Rs 277.SO lakhs (including Rs 
100 lakhs of debenture capital from 
Lie and UTI) and Rs 1.60 lakhs from 
banks. Thus, long-term rupee loans 
from the financial institutions cover 
about 21 per cent of the project outlay. 

The institutions in extending their 
assistance have reserved the right to 
convert “loans into equity shares of 
the company in propoition of their 
loans, for the amount of Rs 60 lakhs". 
How was this figure of R.s 60 lakhs 
arrived at? What cons ersion of 
this order amounts to is that even if 
the financial institutions exeicisc then- 
options fully, their share in the com¬ 
pany’s share capital, raised as a result 
of conversion from Rs 4.40 crores to 
Rs .I crores, would be 12 per cent. 


is excluded from this calculation, the 
ordinary share capital would rise from 
Rs 3.30 crores to Rs 3.90 crores, and 
the share of the long-term lenders 
would be 18 per cent. 

It should be noted that the lenders 
would be earning interest on their 
loans till March 1977 and exercising 
their conversion option around that 
time. Presumably, the conversion would 
be made at face value. Taking these 
factor.s into account, the conversion 
ratio may not appear to be very small. 
But at the same time, the term-lenders’ 
.share will pose no threat to the con¬ 
trolling interest of Gujarat Polyamides. 
In retrospect, all the shouting over 
conversion appears not to have been 
wasted. 

Yet con.sider the generous share 
allocation made to the company’s sup¬ 
plier and collaborator, Italviscosa of 
Milan. The c i f cost of plant and machi¬ 
nery to be supplied by them is Rs 430 
lakhs, though the total foreign exchange 
cost would appear to be higher at Rs 
450 lakhs, which is the value of the 
import licence issued to the company. 
The rupee cost of these imports would 
be Rs 574 lakhs, including import duty, 
etc. The point to note is that the 
foreign exchange cost, even when 
assumed at Rs 450 lakhs, is covered 
to the extent of Rs 312.50 lakhs by 
loans from US AID and Kreditanstalt 
(through IFCI and ICICI). This leaves 
a balance of Rs 138 lakhs (or Rs 118 
lakhs taking the c i f co,st of plant 
and machinery supplied) for which 
Italviscosa has offered supplicr.s’ credit 
of Rs 64.40 lakhs and is to take 
ordinary .share capital of Gujarat Polya¬ 
mides of the face value of Rs 67.50 
lakhs. 

Gujarat Polyamides states that the 
payment in the shape of share capital 
works out to 15 per cent of the c i f 


cost of plant and machinery. What is 
being paid actually in shares is over 
50 per cent of what the company owes’ 
the suppliers. Here the interest saving 
to the company on equity issued 
dividend payment commences should 
be taken into account. Even so, the 
equity to Italviscosa would appear to 
be on the high side. 

This is not to say that Italviscosa 
is being overpaid, but to point out that 
despite industrialisation, India has 
little option when it comes to machin¬ 
ery imports. If India wants to import 
nylon plants, it must pay the price. 

In Gujarat Polyamides the value of 
Indian machinery and installations is 
just Rs 230.50 lakhs, or just over one- 
half of the cast of imported plant and 
machinery. When a country chooses 
to remain in the bicycle age and fancies 
nylon garments, it naturally lays itself 
open to extortion — by ICI, Dupont 
and now Italviscosa. 

Incidentally, what happened to the 
Government’s strategy of avoiding 
repetitive import of technology through 
the formation of a knowhow pool? 

Central Loans 

Polishing the Gilt 

SUSCRIPTION to the new Central 
loans, offered .is part of the Govern¬ 
ment's borrowing programme for the 
current year, will exceed the notified 
amount of Rs 375 crores. Three loans 
are being offered at a redemption yield 
that IS a quarter of one per cent higher 
than that offered on the two loans put 
out last year. Their maturity pattern 
takes care of the variety of institutional 
requirements; for the banks there is the 
4.75 per cent, 1978; for the provident 
funds and the I.IC the long-dated 5.75 
per cent, 2001; and for others the 
medium-dated 5.25 per cent, 1986. 

All three loans are being offered at 
par for sub.scription in cash or in the 
maturing Rs 132-crore, 4.50 per cent, 
1971, loan. 

The expectation of favourable res¬ 
ponse — the closure of the subscrip¬ 
tion lists within hours of their open¬ 
ing on July 1 is not ruled out — is 
based on the assumption that the bulk 
of the maturing loan is held by the 
Reserve Bank which will no doubt pul 
in a heavy conversion application. On 
this assumption, there would be a 
balance of a mere Rs 43-odd crores 
for cash subscription, which the LIC 
alone is capable of taking up. jC 
situation of unsatisfied demand, how¬ 
ever marginal, for the loans thus ap-\. 
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pears to be on the cards, though whe¬ 
ther such grooming of the market will 
ensure sufficient demand when these 
'pans are re-issued later this year to 
complete the Government's borrowing 
programme for 1971-72 remains a moot 
question. 

The 1971-72 Budget visualises gross 
market borrowing of Rs 500 crores 
and net borrowing of Rs 168 crores. 
The July 1 floatation will ensure a 
minimum net borrowing of Rs 43 
crores, though this might go as high 
as Rs 80.5 crores in the event of 
excess subscription. (The Government 
has the right to retain excess subscrip¬ 
tion to the extent of 10 per cent of 
the notified amount of the loans.) This 
would leave the Government the task 
of raising the balance of Rs 87.5 
crores, entirely through cash subscrip¬ 
tion. It might appear that the residual 
task would hardly be a difficult one 
since banks’ deposits and the LIC’s 
premium income are buoyant. But these 
institutions have to subscribe to not 
only State Government loans but to a 
host of high-yielding semi-government 
bond issues as well. 

The performance of the Central 
loans issued during 1970-71 should 
noted in this context. The 1970-71 
Budget had proposed gross borrowing 
of Rs 455 crores and net borrowing 
of Rs 161.70 crores. Actually, the 
Government floated loans for a total 
notified amount of Rs 428 crores and 
attracted conversion to the tune of Rs 
202 crores against maturities amount¬ 
ing to Rs 291 crores, thus netting Rs 
136 crores. It should be noted that 
conversion, though large, was sizeably 
short of maturities. 

The Government also resorted to 
conversion of Rs 7.5 crores of ad hur"! 
into dated securities: Rs 20 crores of 
this into the 5.50 per cent, 2000, loan 
and Rs 25 crores into the 4.50 per 
cent, 1977, loan, both of which had 
attracted less public subscription than 
expected. 

Clearly, what skewed the market 
borrowing programme of the Govern¬ 
ment last year was the sizeable encash¬ 
ment of maturing loans by holders 
other than the Reserve Bank. This is 
the same as saying that the loans 
issued last year were not considered 
attractive. The problem this year, to 
the extent the holdings of the matur¬ 
ing loan are with the public, is to get 
a higher ratio of conversion. That is 
why, three convenient maturities have 
len offered and the redemption yield 
on all three — short, medium and 
long —’ has been raised by a uniform 
0.25 per cent. 


Synthetics and Chemicals 

Battle for Managomant 


HAVING succeeded in ousting Kila- 
chands from the selling agency of 
Synthetics and Chemicals, Firestone 
has now taken the battle to the man¬ 
agement front. In the election of 
directors at the coming annual general 
meeting, it has set up, or is support¬ 
ing, candidates who would change the 
balance of power in the board of 
directors of the company. 

To out-manoeuvre Firestone, about 
a month ago Kilachands co-opted on 
the board three directors, Pratap 
Bhogilal, Pravinebandra Gandhi and J 
H Doshi. Firestone alleges that these 
directors have voted with Kilachands 
on every issue and that the manage¬ 
ment of Synthetics has effectively re¬ 
mained with Kilachands. Now that 
these directors are coming up for 
election. Firestone has decided to take 
the issue of management to the share¬ 
holders. 

It is unfortunate, but not surprising, 
that the “independent” directors have 
done nothing to inspire confidence in 
their independence or impartiality. 
When two groups are at loggerheads, 
independent directors can hold the 
balance and wield management in the 
interest of the shareholding public. 
However, as the earlier instance ol 
Synthetics’ selling agency showed, 
these independent directors, being 
mainly fellow-industrialists, are too 
concerned with their class interests to 
lake a lair view of business manage¬ 
ment. Perhaps they themselves have 
too many .skeletons in the cupboards— 
selling agencies, for example—for them 
to take a public-spirited view of busi¬ 
ness practices. 

Yet the issues now raised have 
broader implications. A company has 
numerous dealings with its business 
promoters, as Synthetics is likely to 
have with Firestone. A salaried man¬ 
agement—and a board dependent upon 
Firestone votes for re-election—would 
hardly be able to take an independent 
position where Firestone’s interests 
are involved. For example, in purchas¬ 
ing knowhow, importing materials or 
negotiating export contracts, a little 
fiildling with prices can compensate 
adequately for ostensible loss of royal¬ 
ty or dividends. Moreover, without 
Kilachands, Synthetics would become 
i; foreign-controlled company without 
adequate safeguards for Indian inter¬ 
ests; a well-defined Indian presence is 
certainly necessary and an amorphous. 


even if substantial, general Indian 

shareholding and a subservient salaried 
management can be no substitute for 
it. 

Firestone, however, is playing its 
cards skilfully. It is the "in” thing 
today to support professional manage¬ 
ment (witness, for instance, the Chinai- 
Kapadia professions on the subject, 

which Kilachands can be expected to 
emulate). And recognising the other 

“in” thing in the Indian context. 

Firestone is supporting an LIC candi¬ 
date for election to the board. And 
finally, after a year-long silence since 
the last proxy battle, it is even hinted 
that Firestone India will go public I 
The next move lies with the Kila- 
chands. 

Coromandel Fertiliser 

Despite the Overall Gap 


INITIALLY scheduled to start produc¬ 
tion in 1967, Coromandel Fertiliser has 
in 1970-71 managed to produce a pro¬ 
fit of “modest measure”. After early 
technical troubles, its plant in Visakha- 
patnam is now producing, according to 
chairman Bharat Ram, to near design 
capacity. Meanwhile, the foreign loan 
for its Phase I expansion is being 
negotiated and the Phase 11 expansion 
scheme is awaiting Government 
approval. 

All Ibis IS preparatory, no doubt, to 
meeting Andhra Pradesh's large anti¬ 
cipated demand for fertilisers at over 
four times Coromandel’s present in¬ 
stalled capacity. But, already, Coro¬ 
mandel IS having to make definite 
marketing efforts and to move its pro¬ 
duct to farther markets — even stock¬ 
ing It there because wagons are not 
promptly available and road transport 
would be highly expensive for an 
end-use product o( bulk like ammo¬ 
nium phosphate which constitutes the 
plant’s ma)or output. 

The point is that, despite the over¬ 
all shortage of fertilisers in the coun¬ 
try, not only has consumption failed to 
rise at the expected rate but also the 
local/Slate demand for the fertilisers 
of particul.ir plants has probably not 
risen quite as anticipated. This is not 
surprising. A large part of the increas¬ 
ed demand was to come via the break¬ 
through in high-yielding varieties; rice 
as the major crop in the country was 
to contribute significantly to the in¬ 
crease — and rice is by far the major 
crop of Andhra. In fact, however, the 
high-yielding rice varieties have simp¬ 
ly not been accepted on any significant 
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scale. Among other reasons for this, 
such as coarseness of the HYV grain 
which makes the consequent price dif¬ 
ferential unacceptable to the farmer, 
rice remains primarily a kharif, and 
monsoon, crop when water control is 
difficult; its introduction into the rabi 
season is hampered by limitations of 
irrigation facilities. 

However, the new ‘Jaya* variety, as 
Bharat Ram points out, holds out 
promise of being accepted on a com¬ 
mercial scale. Also, ‘Pankai' and 
‘Jagannath' are two seeds officially 
marked out for large-scale introduc¬ 
tion in Andhra Pradesh. It may be 
that, once these are introduced with 
greater success, local/State demand for 
Coromandel’s fertiliser will improve. 
Planning for that may neverthless be 
necessary from now, both to help the 
acceptance of the new varieties through 
extension and soil-testing services and 
lo establish a distribution network in 
the Stale. This, according to Bharat 
Ram, the company has already started 
to do consciously, by providing direct 
services, employing selling agents, and 
instituting a fellowship for research in 
fertiliser application in dry areas. 

Alloy Steels 

Brightened Prospects 

IN his annual statement to the .share¬ 
holders of Mahindra Ugine Steel, 
Harish Mahindra examines the outlook 
for alloy steel in the coming years. 
This outlook, if one accepts the de¬ 
mand estimates of the National Coun¬ 
cil of Applied Economic Research (as 
Mahindra does), now looks far better 
than was originally thought possible. 
On the basis of the end-use method, 
NCAER estimates the demand for al¬ 
loy and special steels at 434,000 ton¬ 
nes in 1975 and 817,000 tonnes in 
1980 (against the estimates, of 400,000 
tonnes in 1973-74 and 590,000 tonnes 
in 1978-79, made by the Technical 
Wing of the Steel Ministry, which 
them.selves are revisions of earlier 
estimates, of 300,000 tonnes and 
430,000 tonnes, respectively, made in 
1968). 

Given this situation, Harish Mahiii- 
dra argues for a planned - - or, rather, 
ordered — expansion of capacity. It is 
not difficult to argue convincingly that 
expansion of existing units is cheaper 
than setting up new units. Mahindra 
also warns against the indiscriminate 
setting up of electric furnaces for steel 
production (the mini steel plants) on 
the ground that, whatever their viabi¬ 


lity in today’s short-run shortage situa¬ 
tion, their ability to compete with large 
integrated steel plants in normal times 
is doubtful. Harish Mahindra is also 
concerned about scrap supplies, if 
such plants are encouraged. However, 
he refers to his own application for 
expansion to 60,000 tonnes, which he 
expects to get approved soon. 

Mahindra is naturally concerned 
about withdrawal of the development 
rebate. He tries to make a reasoned 
case for the continuance of the rebate. 
He agrees that the rebate would be 
related to "plan priorities” and calcu¬ 
lated with reference to “larger output, 
lower cost, and higher profits, instead 
of conferring a bounty on investment 
per so”. 

Private Foreign 
Investment 

Getting into Trouble? 


A Correspondent writes: 

ONE would not normally expect foreign 
private interests, especially in banking, 
to understand (let alone sympathise) 
svith the expansion of the public sector 
(11 with nationalisation of banking by 
the Ciovernments of the develojiiiig 
countries. Even the most progressive 
and avtuu fiarde among them are likely 
to dismiss such actions as political ones 
to lx* tolerated rather than welcomed 
m the national interest of the so-called 
“host” countries. 

The National and Crindlays B.ank de¬ 
serves credit tor breaking with this tra¬ 
dition. In a survey of the private ovei- 
seas investment, published earlier this 
year. National and Crindlays notes the 
trend towards majority ownership of 
banks in inaiiy tieveloping countries and 
the role that the overseas hanks may 
be I’vpected to play in the changed i on- 
text. The reasons for partial or total 
national i.sation, it suggests, aie not 
necessarily political; “they also take in¬ 
to account the fact that governments of 
many countries have c.stablished their 
own counnercial banks which have prov¬ 
ed more than capable of carrying out 
many of those functions for which the 
expatriate hanks were long solely res¬ 
ponsible. The latter have in fact not 
only welcomed hut acbvcly contributed 
to this development, as for example 
through the. seconding of personnel.” 
This may be .in example of exaggerated 
self-righteousness in the face of a new 
situation; nevertheless it is noteworthy 
that National and Crindlays should say 
this. 


Notianal and Crindlays also seems to 
have participated fai an institutional in-' 
novation in some countries whereby'the 
nationalised overseas banks have bepn 
allowed to retain minority participation, 
and also control over international aspects 
of the banks’ business. Thus in Kenya, 
78 out of 81 of tile Crindlays’ existing 
branches have been transferred to a 
new bank, the Kenya Commercial Bonk, 
in which the Government-owned Na¬ 
tional Bank of Kenya holds a 60 per 
cent interest and National and Griod- 
lays Bank 40 per cent. Simultaneously 
a new international bank has been form¬ 
ed to take over the other three branches, 
which had specialised in international 
banking. The National and Crindlays 
has control over the latter with a 60 
per cent holding (the rest 40 per cent 
being owned by die National Bank of 
Kenya). A similar arrangement has been 
worked out with the Ugandan Govern¬ 
ment. 

The National and Crindlays review of 
recent trends in private overseas invest¬ 
ment and its role in development aid 
is, however, muddled. It i.s true that 
much of the increase in flow of re¬ 
sources to the developing countries in 
recent years has beem accoimted for by 
private flows of sJl kinds. This, how¬ 
ever, is a cause for alarm rather than 
a confirmation of the “vital" role that 
such flows can play in development. 
The reason is simply that private triins- 
fers, especially when they are .short¬ 
term banking or commercial credits, arc 
much more expensive for the develop¬ 
ing countries than official aid, and 
(barring a few cases such as India) debt 
problems of the developing countries 
have been largely due to an excessive 
reliance on such credits, 1069, the latest 
year for which data are available, 
seems to have been especially bad in 
this regard; short-term export credits 
reached a level of over two billion dol¬ 
lars compared with $579 million in 
1968 or the previous peak of $1.1 bil¬ 
lion in 1966. This is boimd to get a 
nusnber of poor countries in trouble 
and running to their commercial credi¬ 
tors or foreign governments for mercy. 

Incidentally, omitiary to the impres¬ 
sion given by the survey, it is simply 
not true that the Pearson Commission 
gave unqualified support to foreign 
private investment or that its analysis of 
this Issue has been universally acclaim¬ 
ed. In fact, two members of the Com¬ 
mission, W Arthur Lewis and Edwmd 
Boyle, did not agree with the analy^ 
of the Commission on foreign private 
investment, and aaid so in a dissenting 
footnote. 
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CAPITAL VIEW 


Delhi Doldrums 

Romesh TEapar 


A “SEMINAR” is held in the five-star 
Ashoka Hotel to discuss the problems of 
steel and heavy engineering. Public sec¬ 
tor executives are dirown against "ex¬ 
perts" from the private sector. The "in¬ 
tellectual" covering is provided by the 
Hyderabad Staff College. The Minister 
makes weighty comments on “commu¬ 
nication" between managers and work¬ 
ers. The private sector experts “assess” 
the capacity of the public sector execu¬ 
tives. The public sector boys are amus¬ 
ed by this expensive exercise, obviously 
part of the Rs 06 lakh PR budget of 
Hindustan Steel. A series of “recom¬ 
mendations” are agreed upon. We’ve all 
said the .same things over and over again 
for the past ten years. When will we 
ever learn...and move on. 

• 

The AIR and Delhi Television arc 
convinced that if we have to read news¬ 
paper correspondents and hear about 
the pedantic activities of politicians, we 
should also have them with us in oui 
homes. From the activities of the Minis¬ 
try of Information and Broarlcasting, it 
appears that there is no one worthy of 
attention except newspapermen and 
politicians—and cheap, at Rs 100 per 
programme. They go through the old 
routine day after day. Even the news 
broadcasts cannot escape them, particu¬ 
larly the MPs. As for the people of this 
country, people at work and at play, we 
seldom hear them. And, so it has been 
in this captive area for as long as one 
can reineinher. To get out of studios— 
that’s a revolutionary task over here. 


Planning Minister Subramaniam wants 
to be different in his new-found minis¬ 
try. He’s been calling “gatherings” of 
scientists and technicians. The idea is to 
locale new ideas, but the sponsors keep 
talking and talking because they have as 
yet to learn tlie difficult art of listening. 
The fonnat, or perspective, has yet to 
be worked out. No lead is given by any¬ 
one, least of all the leadership. Old 
cliches are to be dressed up in a new 
garb when this country is waiting des- 
Ijerately for a growth model which 
visibly makes an impact on the life of 
the mass of the people. Let’s have the 
talk later. The unanswered question re¬ 
mains. when will the Planning Com¬ 
mission he commissioned and who will 
it serve, the ministry or the GOI? ^nd 
who was responsible for the confusion 
over its status and power? 

* 

If it is alleged that the Chairman of 
Hindustan Steel spends more time tour¬ 
ing the world and politicking in D<*lhi 
than in guiding his “empire" from 
Ranchi, what will Parliament say about 
the new Education Minister who is un¬ 
able to attend to his ministry because 
‘)f his involvement in extra-curriculai 
activities? This ministry, generally agreed 
to he the biggest mess in GOI, is now 
moaning and groaning about its leader- 
less State. This Icaderless quality is re- 
fl(H-t(‘d in so many of its alTiliated institu¬ 
tions where directors—and even deputy 
directors—have not been appointed. 
Maybe, we will end up ixrssessing a 


University Grants Commission without a 
Chainnan and universities without a Uni¬ 
versity Grants Commission. 

Delhi became aware of the chaos at 
the airports when supplies rushed from 
all parts of the world for the evacuer s 
from Bangla Desh got bogged down in 
an administrative tangle at Duin Dum. 
The chaos has been mountmg with 
leaps and bounds since it was decided 
to run the Indian Airlines by a system 
of hunches, without telephone and telex 
support. Now, with Air India taking to 
the Jumbo, the chaos will increase. We 
shall probably stir when Juiiilws by the 
dozen begin landing. ’Tlien our mediae¬ 
val health arid cu.stoms formalities will go 
down like a pack of cards. 

It is a gentle community, Delhi's 
power elite. It cannot even solve pro¬ 
blems of direct concern to it. I refer to 
the housing of government servants. 
Over 500 official residences are under 
basically illegal occupation, and no one 
does anything about it. Government str- 
vunts cool their heels in temporary ae- 
eomniodation while. their predecessors 
hold on to their bungalows for as long 
as they can manipulate. Commercial rent 
liahilitk's are a farce, made so by MPs 
\vho arc no longer MPs. Indeed, poli¬ 
tical manipulation embraces the black¬ 
mail on a house allotment. A large nuni- 
hcr of bungalows are illegally allotted 
to MPs. And the encroachments con¬ 
tinue. Chaos is man-made, particularly 
in the Capital. 

l>.-lhi doldrums, anil there is no end 
to it. . . 
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This is only an announcement and not a prospectus. 

GUJARAT POLYAMIDES LIMITED 

Registered Office: Indumati Mahal, Baroda 

Incorporated on 12th May 1964, under the Companies Act, 1956. 


Announcement regarding the issue of 12,86,300 'B’ equity shares of Rs. 10/- each and 1,10,000—^9.5% 

cumulative redeemable preference shares of Rs. 100/- each. 

Persons interested in full details may obtain copies of the Prospectus and Application Forms 
from the Office of the Brokers, Underwriters and Bankers to the Issue mentioned hereinafter. 

Applicants arc advised in their own interest not to make multiple applications but to submit only one 
application each for the number of shares required. Multiple applications are liable to be rejected. 

The Subscription list will open at the commencement of Banking Hours on 28th June, 1971, and will close 
at the close of Banking Hours on 8th July, 1971, or earlier, at the discretion of the Board of Directors of 
the Company, but not before the close of Banking Hours on 1st July, 1971. 


PROPOSED ACTIVITIES: 

Till' Cdnijiimy was iiworTHMalcd on 12th May 1964, with the 
scvcrnl oliictts more liilly set forth in its Memorandum of 
Assof'iatioti iinil in particular to carry on the Inisincss ot 
spiiiiH'is, wcavcis, inanuiactnrers and processors of .nicl 
dcali is III Nylon, Man-M.ide Syiitlietie Fibres, Staple Fibres, 
(.otion, silk, artificial silk, rayon, wool and any other fibrous 
in.ilciial . 111(1 cloth anil labrics of all kinds and to purchase 
iiiid sell law materials, chemicals, polyamides, jxilycstcrs, 
dnivalivcs, mlcimediates and bye-prodiicls of any of the 
lorcuoim;. The coiiipaiis' pioposcs to set up a plant to 
inamil.ictiire Nylon-f) Vain at tldhiia, Surat. 

An Iiidiisliial Lieeiice No. L/23/5/N-192/60 dated 16th 
f'lbi iiai \, 1960 was |iiaiiUd by the Central Government for 
<‘.st.iblisbm(; the Iiidiistii.il undeitaking w'bich v\as amended 
Iroiii tune to time and now the licence is revalidateil up to 
•lOlb lime 1972, vide letter No. 10(.56)/66-t:h.l dated 29th 
Maiili J9T1, issued h> the (Initial Govcmincnt. 'the iilarit 
111 he si-t up will liavc an mslallcd capacity to pioducc 5 Ions 
ol ,\\Ion-6 yam jicr day. 

'I he Coiiip.iiiy has also received iicccs.saiy Inipoit la’cenic 
lor .1 total amount ol Us. 4150 lakhs lor import of plant and 
iiiaclinici> liii this pio|ccl. 

FOREIGN COLLABORATION: 

Tile Goiiipaiiy lias entered into a eoll.ihoratioii agieement 
with M/s. Itaiviseosa F,astern Tiailiiig S.p.A. Milano, Italy. 
The Plant and Machinery to he supplied by them will be of 
the aiuimitaetiire ol tlieir associates M/s. Snia Vi.scosa, 
Milano who have installed such plants in some ot the indus- 
tmally advanced countries. 

LOCATION OF THE FACTORY: 

The laeloiv will he located at Udhna, District : Surat, on 
the land olilained Iroin The tlaioda Kayon Corporation Ltd. 

BOARD OF DIRECTORS: 

1. IT. II. Fatehsinhrao P. Gackwad, Chairman 
La\mi Vilas Pahue, Baroda. 
liidustnali.st. Member ot Pailiament. 

Cliiiiniian nt The Baroda Rayon Corporation Ltd. 
Dircetoi ol AiiUiiiiohile I’loducts of India Ltd. 

2. Shri Jaykrishna Harivallabhdas, Iliicctor 
Shahi Bang, Aliiiieiluhad-4. 

Industrialist. Chairman of Shii .\mbica Mills Ltd., 
IJireetor of The Baroda Rayon Cori>oration Ltd., 

Rayer (India) Ltd., 

Gujarat State PVrtilizeis Co. Ltd., 

Indian Organic Chemicals Ltd., 

Nirlon Synthetic Fibres & Cheinitvals I.td. and others. 

■i. Shrl J. M. Ghorpade, Director 
Indumati Mahal, Baroda. 

Industrialist. Director ol Caekwad Chinai & (3o. Pvt.Ltd., 
Aiitoinohilc Products of India Ltil., Cackwacl Investment 
Corpoiation Pvt. Ltd. and others. 

4. Shri SaneitOMbb P. GaekWild, Director 
Laxini Vilas Palace, Baroda. 


Industrialist, |t. Managing Director of The Baroda Rayon 
Corpoialioii Ltd , 19iieetoi ot Caekwad Chinai & Co. IVt. 
Ltd., and K. K. Nag I’vt. Ltd. 

,5. Avv. I.uigi Santa Maria, Special Diieetor 
Via Montebello 18, Milan, Italy. 

Industrialist. Piesident ; Siii.i Viscosa S.p.A., Milan, Italy. 

6. Dr. Cesare Rossi, Speei.il Diieetor 

Mistry Manor, 62A, Neiiean Sea Road, Boinhay-6 
Industrialist. Diieetor of Itaiviseosa Ea.stcrn 
Trading S.p.A., South India Viscose Ltd., 

Ceat Tyriss of India Ltd., 

I’ermunent Magnets Ltd. and others. 

7. SJiri Vinay Kodarda.s Shah, Piopo.sed Magagii.g Director 
‘Fioiiika’ ,5f)-B, Walkesliwar Road, Bombay-6. 

Managing Diieetor of the Baioda Kayon Corpoiation Ltd., 
Direclor ol Caekwad Cliinai N Co. Pvt. Ltd., 

Graham Firth .Steel Piodiiets (India) Ltd. and othcr.S. 

8. Shri N. K. Dravid, ICS (Held.). Director 
‘Ashli y House’. Col.iha, B(imha\-5. 

Comiiany Executive 

9. Shri Parbhulal Bhikliabhai Shah, Diieetor. 

’Kupani' Neai Gita Bang Soeiets', I’ost .Anaiid Nagar, 
Ahnied:ihad-7. Mercliaiil. Coverning Direclor of 

P. Paibluilal & Co. Pvt. Ltd., and Director of 
Allied Services Pvt. Ltd. 

10. Shri Balakrishna Bhikhabhai Shah, Diieetor 

.51, Slieinaii, Narayaii Dabliolkai Road, Bombay-0. 
Merehant, Director ol P. Parbhulal & Co. Pvt. Ltd., 
Allied Services I’vt. Ltd. and otliers. 

SHARE CAPITAL: 

A. AITTIIORTSED : 

(a) 1,33,870 ‘A’ Equity Shares ot 

Rs. 100/- each Rs. 1,33,87,000 

(h) (>l,(il,300 ‘B’ Eiiuitv Shares of 

Rs. 10/- each Rs. 6,16,13,000 


Rs. 7,50,00,000 


and 

(c) 2,50.000 Preference Shares of 

Rs. 100/- each Rs 2,50,00,(X)0 


Rs. 10,00,00,000 


B. ISSUED, SUBSCRIBED AND 
PAID UP : 

80 ‘A’ Flquity Shares of Rs. 100/-each 

lully paid up m cash, subscribed by 

the suhscribers to the Memorandum 

and Ai tides ol Association of the , 

Company and their Associates. Rs. 8,000 

22,000 ‘A’ Equity Shares of Rs. 100/- 
each fully paid up in cash, subscribe 
by The Baroda Rayon Corporation 
Ltd. Rs. 22,00,000 
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67,180 ‘A’ Equity Shares of Rs. 100/- 
oach subscribed by The Baroda Rayon 
Corporation Ltd. and allotted, on 
.which Rs. 75/- per share are paid up 
in cash. Rs 50,38,500 

20,706 ‘A’ Ecpiity Shares of Rs. 100/- ^ 
each, subscril)ed by H. II. 

Fatehsinhrao P. Gaekwad and Shri 

S. P. Gaekwad. their nominees and 

members of their family and allotted, 

on which Rs. .50/- per share are paid 

up in ca.sh. Rs. 10,35,300 


Rs. 82,81,800 


C. PRESENT ISSUE : 

(i) 23,904 ‘A’ Eqioty Shares of 

Rs. 100/ each Rs. 


23,90,400 


(ii) 19,61,300 ‘B' E(iuity Shares of 

Rs 10/- each R.s. 1,96,13,000 

1,10,000 — 9..5% (flee of Coiiqiany's 
tax, but subject to detluction of taxes 
at source at the prescribed rate) 

Redecmabli' Cumulative Prefi-rence 

Shares of Rs. l(K)/-each Rs. 1,10,00,000 


Rs. 3,30,03,400 


OU T OF rilE PRESENT ISSUE : 

(1) 23,904 ‘A’ Equity Shares oi Rs. 100/- 
<‘ach have been kept reserved for 
subscription in cash at par by the 
shareholders ot the Baroda Rayoii 
Corporation Ltd. m the latio of one 

, Share, lor every 20 Shaics held by 
them in The Baroda Rayon 

Corporation Ltd. Rs. 23,90,400 

(2) 6,7.5,000 ‘B' Equity Shaies of 

Rs. 10/- each have been kept reseived 
for allotment as iiilly paid up shares 
at par to the Collaborators, Messis, 

Italviscosa Ea.stcin Tiadin]|{ S.p.A. 

Milano, Italy, and/oi th<-u nominees 

against 1.5% ol the C.i.F. cost ot the 

plant anri machinery to be suiJphed 

by them in terms ol the Collaboiation 

Agreement dali-d 11th January 1971. Rs. 67,.50,000 


Rs. 91.40,400 


At the instance ol the Stock Exchange, ‘.V Equity Share of 
Rs. 100/- each is proposed to be subdivided into 10 Equity 
Shares ot Rs. 10/- each, and thi'reupon then; will be only 
one categoiy ol Equity Shares of Rs. 10/- each. 

AiOW OFFERED FOR SUB.SCRI1>T10N TO THE PUBLIC 
FOR CASH AT t'AR IN TERMS OF THE PROSPECTUS: 

(1) 12,86,300 ‘B’ Equity Shares ol 

Rs. 10/- each Rs. 1,28,63,000 

(2) 1,10,000—9.5% (Fiei- ol Company’s tax 
but .subject to the deduction of taxes at 
source at the prescribed rate) 

Redeemable Cumulative Prclerraice 
Shares ot Rs. 100/- each. 


TERMS OF PAYMENT; 

Equity Shares 

l)^On application Rs. 5/- per .share 
p) On allotment Nil 

^The Balance of Rs. 5/- per Equity Share ind Rs. 50/- pin 
Prefeieiice Share will be payable in .such cell or calls and at 


Rs. 1,10,00.000 
Rs. 2.38,63,000 


Preterence Shares 
f'lS. 50/- per Sliaie 
Nil 


such time or times as may be ileteriuined by the Directors, 
which will be at any time afUa three months from the date 
of allotment ol shares olfiaed to the public. The calls on the 
Eipiity and Preference Shares will be made simultaneously 
and proportionately. 

COST OF PROJECT AND SOURCES OF 
FINANCE: 

The total cost ol the yiroji'ct is estimated at Rs. tlOO lakhs and 
will be finaueed iiom the issue ot Equity and I’relerence Share, 
caiiital us indicated above and Irom toreign exchange loan of 
Rs. .312.50 lakhs, trom Ilalian delerred iiayir.cnt cicdit Rs. 70 
lakhs and long term rupee loan/debentures aggregating 
Rs. 277.50 lakhs by the five tiuuncial institutions, namely 'Ihe 
Industrial Credit and Investment Coipoiation ot India Ltd., 
Industrial IX-velopment Bank of Intha Ltd,, lndustri<il Finance 
Corpoiation of India, Lile Insuiance Coipoiation of India and 
Unit Trust of India. 

UNDERWRITERS: 

Out ol the public issue ot 'B' Eijuity .Shaics and Prefeience 
Shaies, ‘B’ Equity Shares ol Rs. 12,81,000/- and the entire 
issue- ot Pret. Shaics of Rs. 1,10.00,000 ate mideiwritten as 
follows: 


N,ime and addiess of the 

Equity 

Preference 

Undeiwiiteis 

Shares 

Shares 


Rs. 

Rs. 

Industrial Development Bank 
of India, 

New India Ceiitie, CiMiperage 
Bombay-1. 

ll).81,000 

33,00,000 

Life Insurance Corpoiation ol 



India, Ceritial Ollii-e, ‘Vogak- 
shema’ Mad.iine Gama Ro.id, 



Bombay -20. 

The liidiistiial Ciedit N Invest¬ 
ment Corpoiation ot India Ltd., 

8,00,000 

.30,00,000 

ICIGI House, 163, Backbay 
Reclamation, Bombny-20. 

8,00,000 

17,00,000 

Industrial Fnianee Corjioiation 
ot India, 

Burmah-Shi-II Hoiisi- (.Annexe- TI) 
Coiiriauglil Ciiciis, New Di-lhi-1. 

8,00,(K)0 

15,00,000 

Unit Trust ol India, 



4,5 Vei-r Naiiman Road, 
Bomb.iy-L 

8.00,000 

10,00,000 

Indian Cnaiaiiti-e and (iciieial 
Insurance Co. Ltd. 



Gresham .Assinance Bldg., 

Sit P. M. Road, Bombay-1 


5,00,000 

Total Rs. 

42.81,000 

1,10,00,000 


The balance ol the Eiiiiily Sh.iies ol Rs. 8.5,82,000 which are 
not imdeiwiitten thereol, will be laki'ii up by The Baroda 
Ray'on Coiiioration Ltd , il the said sh.ires or such portion 
thereot will not be subseiilii'd by tin- jmblic. 

SOLICITORS: 

1. Messrs. Mulla fre Miilla is Ciaigie Blunt & Carol-, 

.51 M.ihatiiia Gandhi Road, Bombay-1. 

2. Messrs. Motichaiid & Deviilas, 

31, Nanubhoy Lane, Bombay-L 

3. Mc.ssrs. Ambubhai & Diwaiqi, 

Lentil! Chanibets, Dalai Strei-t, Bonib,i}-l. 

AUDITORS: 

1. Messrs. C. C. Chokshi & Co., 

Bank ol Baioda Bldg., tlandhi Road, Ahmedabad-1. 

2. Mes.sis. Lukhia Desai & Co., 

Model Talkies Building, Gandhi Road, .Mimedabad-1. 

BROKERS TO THE ISSUE: 

Bombay i 

1. Messrs. Dhiiajlal Mag.inlal riir.shottamdas. 

Stock Exchange, Boinbay-1. 
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2. Mfssrs. Mahaclevia Brothers, 

Dalai Street, Bombay 1, 

3. Messrs. Chandulul Chunilal, 

Stock Exchange Old Building, Dalai Street, Butnbay-l. 

4. M(:ssi.s. flarkisoiidas laikhmidas. 

Stock Exchange Building, 5th I'loor, Apollo Street, 
Bombay-1. 

5. Messrs. K. B. Vakil & Sons, 

94 Stock Exchange New Bldg., Apollo Street, Bombay-1. 

6. Messrs. Karamchand Chunilal, 

Slock Exchange New Building, Apollo Street, Bomhay-l. 

7. Messrs. Chiinanlal J. Dalai & Co., 

107 Slock Exchange, Boinbay-1. 

S. Messrs. Navalchaiid T. Shah & Co., 

Union Bldg. Dalai Sticet, Bombay-1. 

Ahmcdabad; 

Messis. Chiiiubhai Chiinanlal Dalai, 

Maiick Chowk, Ahnicdabad-1. 

Delhi: 

1. Mcs.srs. Ilarbans Singh Melila & Co., 

•3.3 Begiil Building, Parliament Slieet, New Delhi. 

2. Messis. II. I'. Mehta & Co., 

Connaiiglit Moose, taninaiight Place, New I>;lhi, 

■3. Ml. Indra Chaiid Jain, 

1 Ciuizon Hoad. New Delhi-1, 

Madras : 

1. Messrs. Kotli.iii & .Sons, 

Oiiental Budding, Aimeinan Stieet, Madras-1. 

2. Messrs. Cliitru & Co., 

P.B No. 1.5.57, 322/.32.3 Linghi Chetty Street, Madras-1. 
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Cdciittaa 

1. Messrs. G. M. Pyne, 

Allahabad Bank Building, 14 Indian Stock Exchange Placi!, 
Calcutta-]. 

2. Mes.srs. Chunilal T. Mehta, 

8, Lyons Range, Calcutta. ' 

Indore i 

Mr. Purshottain Mody, 

19 Bada Sarupa, Indore. 

Hyderabad: 

Messrs. Laxini Narayan Rathi, 

Ilashniat Ciinj, Sultan Bazar, Hyderabad. 

Bangalore: 

Mr. M. Nanjappaiah Jahgirdar, 

20.5 Cavalry Road, Bangalore. 

BANKERS TO THE COMPANY AND TO 
THE ISSUE: 

1. Pimiab National Bank, 

P.N.B. lloiisi', Sii P, M. Uoail, Bombay-1. 

and then mam oRiees at Ahmcdabad, Bangalore, Baroda, 

Calcutta, llydeiabad. Indore, Madras, New Delhi and Surat. 

2. Bank ol Baroda, 

10/12 Apollo Stieet, Bombay-1. 

and tl«*ir main offices at Bangaloie. Ahmcdabad, Baroda, 
Calcutta, Hyderabad, Indoie, Madias, New Delhi and 
Surat. 

APPLICATION FOR THE SHARES: 

APPLICATIONS FOR B’ EQUITY SHARES MUST BE FOR 
A MINIMUM OF FIFTY SHARES AND/OR MULTIPLES 
OF FIFTY SHARES AND IN CASE OF PREFERENCE 
SHARES APPLICATIONS MUST BE FOR A MINIMUM 
OF FIVE SHARES AND/OR MULTIPLES OF FIVE 
SHARKS. 


MARKETS 


Dearth of Information Systems 

Nish tar 


MARKETWISE, there is very little to 
report on coUon this week. Spinner 
inquiry ha.s been selective and turn¬ 
over has continued to be restricted. 
Prices have moved within a narrow 
range and the tone has been distinctly 
steady. For qiiile some lime now, cotton 
prices have been moxiiig irregularly in 
a range half-way between the January- 
end highs and the sub.scquenl lows re¬ 
corded m the last week of April. 

The 1970-71 crop, estimated around 
51 lakh bales, is the smallest in many 
years. Despite timely release of import 
quotas, foreign cotton has been mov¬ 
ing in at a slow pace. The industry 
has been crying hoarse about the 
shortage of cotlon: undoubtedly, the 
overall supply po.sition is far from com¬ 
fortable. But oddly enough, reports 
from a number of upcouniry centres 
.suggest piling up of unsold st(vck.s. This 
is intriguing and is sought to be ex¬ 
plained in terms of the credit curbs. 


It is suggested that mills are unable 
to effect large purchases and quite a 
few mills are reported to have failed 
to fulfil their outstanding purchase 
contracts due to paucity of funds. The 
trade, too, is in no position to accom¬ 
modate mills: bank credit is scarce and 
credit from outside sources is very 
costly. The cloth and yarn trade also 
have been complaining about credit res¬ 
traints. 

This explanation for the accumula¬ 
tion of cotton stocks does not convince 
fully. One would have expected 
unwanted accumulation of stocks to 
bring about a substantial decline in 
prices; but cotton prices, though well 
below the fantastic levels reached in 
January, are still on the high side. 
Maybe stocks have piled on because 
the quality of cotton has not been of 
a high order. Perhaps a more plausible 
explanation is that the trade is reluc¬ 
tant to accept losses on cotton pur- 


cha.sed a higher prices and it is holding 
on to it in the hope that better prices 
may be realised near the fag-end of the 
season. 

The outgoing chairman of the Indian 
Cotton Mills’ Foilcration, R K Ruia, has 
pleaded for establishing an official crop 
forecasting agency. There is at present 
no depemlable agency for getting a 
timely and reliable estimate of the cot¬ 
ton crop and one has to rely on two or 
three well known cotlon firms for crop 
intelligence; but tliini information varies 
widely and far too frequently, with in¬ 
evitable repercussions on prices. TTie 
need for an appropriate agency for 
realistically evaluating the crop pros- 
pect.s can searwly be, overemphasised. 
This will help avoid wide fluctuations 
in prices and also help to plan timely 
imports. But one wonders why the 
Indian Cotlon Mills' Federation has not 
cared to devise a satisfactory system of 
crop information of its own. It should 
not be difficult for the regional asso¬ 
ciations to keep the Federation ade¬ 
quately informed about the prog^g 
of the crop in their respective areas. 
The task i$ not difficult. What is need- 
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ed is the will to do the job well. This 
•^not to suggest that New Delhi 
shTlt^ld not improvt: upon its present 
thoroughly unsatisfactory crop infor- 
ffliftion. 


Firmer with the Dry Speil 


THE somewhat prolonged dry spell 
after the early initial rains seems to 
have imparted a slightly steadier ten¬ 
dency to the oilseeds market. Bulls 
have reappeared on the scene and the 
futures market has turned livelier. 
Speculative interest has centred on lin¬ 
seed which have been marked up on 
ideas of a smaller crop of about 3.5 
lakh tonnes against the previous sea¬ 
son’s harvest of 4.15 lakh tonnes. Lin¬ 
seed futures have moved up by about 
Rs 5 a quintal over the week. With 
fresh export business in castor oil at 
a standstill, castor futures have firmed 
up mainly in sympathy with linseed, 
the September contract has moved up 
about Rs 2 per quintal. 

Activity in the spot market has, 
however, continued to be on a res¬ 
tricted scale, and price movements in 
oils have been guided largely by the 
day-to-day imbalance between demand 
and supply. Prices have been more or 
less sticky around the previous week’s 
levels. Spot offerings have been on a 
reduced scale but buyers have expe- 
jienced little dilliculty in meeting theii 
requirements. 

Export activity has been virtually 
confined to groundnut extractions, with 
Japan and East Germany mentioned as 
the main buyers. Groundnut extrac¬ 
tions were traded for export at around 
Rs 520 per tonne fob: in November 
la.st, groundnut extractions had fetched 
a much higher price of about Rs 700. 
Since then, freight has risen sharply, 
by about 10 dollars a tonne, whereas 
overseas prices have declined by about 
£8 a tonne. Little wonder that 
groundnut extraction manufacturers/ 
exporters are having a tough time. It 
is interesting to note that undecorticat¬ 
ed cottonseed extractions 27 per cent 
O and A are currently quoted around 
Rs 560 pel tonne while groundnut ex- 
pellers with a substantially larger pro¬ 
tein content (54 per cent O and A) are 
quoted about Rs 10 to Rs 15 cheaper. 
Normally groundnut expellers command 
a large premium over cottonseed cake. 


Still Off-Colour 

<THE stock market continues to be off- 
colour. Caution flags have not been 


lowered, but the post-budget drift has 
been halted. The market did not lose 
any fresh ground last week. However, 
with operators preferring to mark time, 
the’' volume of business has shrunk 
further and interest has become selec¬ 
tive. The price pattern over the week¬ 
end makes mixed showing and, except¬ 
ing a few counters, net changes either 
way have been confined within narrow 
limits. Confidence has not returned, 
but sentiment seems to have improved 
a little, in that, not only have offerings 
tended to dry up but there are indi¬ 
cations of re-emergence of fresh sup¬ 
port for select cash shares. 

Considering that the corporate news 
has been rather thin and not-so-ins- 
piring and that there has been little 
else to cheer the market, its overall 
performance has not been unencourag¬ 
ing. The unpopular levies on maida and 
coarse cloth have been withdrawn. But 
welcome as they are, they are not of 
much consequence for the market. 
Tile stock market is not satisfied with 
Chavan’s defence of his various budget 
proposals, but it feels all the same 
that fears about the adverse impact of 
budgetary imposts are exaggerated. 
The budget does not contain any posi¬ 
tive measures to promote savings and 
stimulate investment, but there is little 
reason to fear that the additional tax 
burden will curb expansionary impulses 
in the economy. 

The larger flow of industrial licen- 


NATIONAL ORGANIC CHEMICAL 
INDUSTRIES’ plants are at present 
running at about 70 per cent of rated 
capacity, against 60 per cent in 1970. 
With the existing equipment, capacity 
utilisation can be increased to 80-85 
per cent. Further, the company can 
hope to achieve full capacity by in¬ 
stalling some balancing equipment. 
Sales in the first 5 months of the cur¬ 
rent year were Rs 12 crores against 
Rs 7.82 crores in the corresponding 
period last year. Arvind N Mafatlal, 
chairman, told shareholders at the 
lOtb annual general meeting recently 
that the company would be able to 
wipe out the balance deficit this year 
and that the arrears of development 
rebate aggregating Rs 11.64 crores 


ces and the increased assistance to in¬ 
dustry by the financial institutions 
indicate a pick-up in industrial activity. 
While the economy seems to be pois¬ 
ed for a real breakthrough, the pace 
of growth will depend to no small ex¬ 
tent on the size and nature of exter¬ 
nal assistance and the performance of 
public sector undertakings. The out¬ 
come of the Paris meeting of the Aid 
India Consortium is awaited with keen 
interest. As for the public sector, its 
overall performance continues to be 
unsatisfactory. Since too much of pub¬ 
lic money has gone down the drain 
of public enterprises, the management 
strategy calls for an urgent reappraisal. 
Running an industry is not the same 
thing as heading a government depart¬ 
ment. 

While the stock market seems to 
have recovered from the psychological 
.setback caused by the unhelpful 
budget, it is getting increasingly worri¬ 
ed over the possible economic and poli¬ 
tical repercussions of the unending in¬ 
flux of refugees from East Pakistan. 
Thanks to the official ban on forward 
trading, big speculators are unable to 
exploit fully the changes m the mood 
of the market. Since selling is not po¬ 
pular with investors, especially with 
institutional investors, the scope for a 
decline in equity prices is limited. 
How soon adequate support for sustain¬ 
ing an upward trend would be forth¬ 
coming is difficult to say. 


would be provided for during the pe¬ 
riod of eligibility. The benefit of a 
tax holiday for two years would be 
lost, and the cojnjiany would have to 
pay tax at a higher rate as it would 
no longer enjoy the ‘priority’ status. 
The hike in the price of naphtha and the 
hike in excisi' duty on certain items 
would mean an additional burden of 
Rs one crorc in a full year. The 
management would have to consider to 
what extent this increase in cost could 
be passed on to customers. 

NOCIL’s production in the first 
quarter of 1970 was limited, first, be- 
cau.se of the biennial shutdown of all 
plants for 4-6 weeks and, secondly, on 
account of some mechanical problems. 
Thereafter, the company experienced 


COMPANIES 


Bracing the Many Fronts 

Hansavivck 
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all-round improvement in production 
of all plants within the complex. 
Manufacturing costs were adversely 
affected by rise in fuel duty, increase 
in the cost of drums, and the addition¬ 
al levies which raised the cost of 
naphtha fthe main raw material) by 
about 30 per cent. The increases in 
naphtha and fuel costs resulted from 
the implementation of the recommen¬ 
dations of the Oil Prices Inquiry Com- 
iiiittcc liy llii Central Government. 
Considering the operational diflicultics 
encountered by the company. Shell 
International Chemical waived its right 
to the balance of the product loan lia¬ 
bility under the product loan arrange¬ 
ment and Bataafse fnternationale Che- 
iiiii- Maatsehppij N V agreed not to 
charge, for two years from July last, 
the operating service charge leviable 
under the agrcemenl. This gesture on 
the part of collaborators resulted in a 
beiii'lit ot Us Wi lakhs to the com¬ 
pany in l‘t7(). The l‘>70 accounts re¬ 
vealed considerable increases iii .sales 
and earnings. The year’s net profit 
brought down the accumulated deficit 
to Rs 2.81 eroics. NOCIL has repaid 
instalments of its long-term loans from 
Shell Petroleum .ind the Indian financ¬ 
ing institiilions up to the end of 1970, 
except the first instalment payable to 
fOBf, IFC, and ICICI, oi Rs 88 laklis. 

•As agieed with lliise institutions, this 

amount will now be payable in 1973 
and 1974. 

The improved sales in 1970 were 
achieved l.irgely 1)V the eoiieeih'd 
I Holt m iiiaik t development of the 
(Hitenlial outlets lor various pro¬ 
ducts niaiiiilacinrcd hy tla- com¬ 
pany. In p.n liciilai, thi'ie was sub¬ 
stantial iiicica.se in s.iles ot I’VC 
resins and compounds to cable and 
shoe manufacturers and of solvents to 
the paint and pharmaceutical indus- 
tiies. 'I'lie company h.is also taken ketm 
iiileiesf 111 devi'lopiiig small-scale indus¬ 
tries. The technical service laboratory 
c.iteis to the ptohlems ol medium- and 
small-scale industries, and provides 
training facilities to customers. Ttiis 
laboratory was expanded and relocated 
dining 1970 on larger premises. With 
the general consensus of the employees, 
and in eo-ordinalion with the Plant 
fCmploiees Union, a detailed scheme of 
joh-ev.ilu.itiiiii and merit-appraisal for 
ium-supeiMS(irv emplovees was introduc- 
eil last \eai involving latioualisatioii ol 
|iil) lontents, job grouimigs, salaiies, 
periodic merit apprai.sals, etc. A detail¬ 
ed job-ci ablation and meiit-appraisal 
sclieme for the superiisory and mana¬ 
gerial personnel is also being inlrodue- 
ed. 

M.VMINIVM espeet.s to 


get loans totalling Rs 2.5 crores from 
IDBI, ICICI, Lie and UTI to imple¬ 
ment its scheme for expansion of capa¬ 
city for the manufacture of primary 
aluminium metal from 12,500 tonnes 
to 25,000 tonnes per annum. One of 
the conditions for the sanction of loans 
by financial in.stitutions is the vesting 
III theii luvour ol the option to ixm- 
veil Its 30 lakli.s mil) eiiuifv sliaie 
capital of the company at Rs 120 per 
shaic of the fully paid-up value of Rs 
100 each, during 1974 and 1975. 
IIJBI has al.so agreed to issue a 
guarantee on behalf of the company to 
Mediobanca of Italy for a Lire loan 
equivalent to Rs 1.7] crores (inclusive 
of interest and credit insurance 
charges). 

During 1970, MALCO produced 
30,983 tonnes of alumina, against 
30,011 tonnes in the previous year. 
Production of aluminum amounted to 
13,154 tonnes, showing a marginal dc- 
cica.se of 84 tonnes over the year, be¬ 
cause of non-availability of carbon 
lining materials in time, consequent to 
the delays in the issuance of import 
licences. The company had in fact ex¬ 
pected to produce about 1,000 tonnes 
more; but, during a major part of the 
veal, a number ol furnaces remained 
idle loi want ol carbon lining materials. 
Demand for the product continued to 

The Week’s Companies 


be good, and the company was abl*/^ 
achieve higher turnover by selling its 
metal as well as intermediary pro¬ 
ducts. The company supplied properzj 
rods to Indian fabricators for con\ .tt- 
ing them into ACSR conductors for 
eventual export. This supply accounted 
for a foreign exchange equivalent to 
about Rs 30 lakhs. Under the Tax Cre¬ 
dit (Excise Duty on Excess Clearance) 
Scheme, the company received over Rs 
22 lakhs. This scheme has ceased from 
April 1970. 

The directors complain that the 
supply position of some of the raw 
materials continues to be ‘critical’ due 
to limited indigenous production owing 
to shortage in the world market and 
due to delays in Obtaining import 
licences in time. Prices of all raw 
materials, such as caustic soda, cryolite, 
aluminium fluoride, etc, as well as 
labour costs, have gone up. Rise in 
pric'-s apart, tlioy point out that iron 
and steel materials, essential for con¬ 
struction, arc scarce. Even with avai¬ 
lable import licences, the company is 
not able to procure its requirements 
from abroad, they add. Nevertheless, 
they c.vpcct that, in view of the e.nti- 
cipated trend of increasing demand 
for aluminium and with the expected 
increased production, the company 
can maintain the progress. 

(Rs in lakhs) 


NOCIL Madras Aluminium 



Latest Year 

Last Year 

Latest Year 

Last Year 


31-12-70 

31-12-69 

31-12-70 

31-12-69 

Paid-up capita] 

1200 

1200 

599 

598 

Re.serves 

— 

— 

223 

128 

Borrowings 

4142 

4.352 

664 

821 

of which Term borrowings 

2807 

3-312 

653 

794 

Cross fixed assets 

4814 

4729 

1732 

1689 

Net fixed assets 

3917 

4162 

1107 

1178 

Investments 

180 

160 

9 

9 

Current liabilities 

241 

302 

144 

134 

Current assets 

1168 

1018 

513 

494 

Stocks 

344 

425 

317 

258 

Book debts 

424 

276 

189 

208 

Net sales 

2189 

1492 

669 

608 

Other income 

144 

41 

75 

51 

Raw material costs 

739 

510 

199 

178 

Wages 

153 

131 

36 

28 

Interest 

309 

300 

54 

56 

Gross profit(-h)/loss( —) 

524 

197 

276 

230 

Depreciation provision 

333 

330 

113 

111 

Tax provision 

- 

_ - 

— 

— 

Net proflt(+)/loas(—) 

191* 

- 133 

163 

119 

Development rebate provision 

_ 


96 

_ 

Tiansfer to re.serves 

Dividend 

— 

— 


52 

Amount 


- 

E-54 

P-14 

E-54 

P-14 

Rate (per cent) 


- 

E-12 

P-9..3 

E-12 

P-9..3 

Cover (times) 


— 

1.00 

1.97 

Rdtiiw (per cent) 

Crn.ss profit/sales 

23.93 

22.12 

41.26 

37.83 

Net profit/capital employed 

1 11 ventorie.s/sales 

3.58 

15.71 

28,48 

10.97 

47.23 

7M 
42.43' 

Wages/sales 

6.98 

8.78 

5.38 

4.61 
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FROM OUR CORRESPONDENTS 


NEW DELHI 

Very Little Has Changed 


THE iiiainuT ot woiking of tho Gov¬ 
ernment is Ijeeoiniiig ii>or<’ and more 
puzzliii)'. The expectation that once 
political stability was achieved things 
would begin to move smoothly, is Ix'- 
coming more and mon- difficult to take 
seriously. The hangover of working me¬ 
thods develoix‘<l dining the period of 
political instability iiersists. An inipor- 
tant characteristic of these methods is 
to keep things hanging till in-fighting 
breaks out at various levels. In this 
conle.\t, the position of the Planning 
Cominission is very revealing. Planning 
Minister C Snbramanium has started 
functioning as the l>;puty Chairman ot 
the Planning Commission but his ap¬ 
pointment to the office has still not been 
officially notified. A Secretary to the 
Deputy Clminniui has, however, been 
duly appointed and is ‘in position’. 
Yojana Bhavaii has informally annouiic- 
, ed the appointment of two new Mem¬ 
bers of the Commission and they arc 
being associated with sucfi work as is 
going on. One of the new Members bas 
even started attending office. Diit no 
formal annouiieement or notification of 
their appointment has yet been made 
by the Coveiiinienl. The file on the ap¬ 
pointments IS stated to be in the Prime 
Minister's .Secretariat which appeals to 
have elevated the habit of kceinng 
matters ixiuling to the level ot high 
policy. 

DiSI Il'l.TNAllY PtUK EEUINCS 

This does not apply only to the ap- 
pointiiieiits m the Planning Commission. 
The H<*avy Engineering Corporation is 
without a chairman; it has been under 
the charge ol an acting cliainiian for 
nearly a year. The Oil and Natural Gas 
Cominission is in a similar situation. 
Obviously, this stati' of affaiis is not 
conducive to the efficient working of 
these bodies; it al.so creates problems in 
personal relations betw'een responsible 
officials. The institution of disciplinary 
proceedings against certain officials, par¬ 
ticularly after they have been shifted 
away from their postings or after they 
have retiicil, is another notable recent 
development. Ihe cases of the former 
Secretary of the Petroleum Ministry and 
the former Chairman of the Oil and 
Natural Gas Commission are typical. 

Coming to the work of the Planning 


Commission. C .Subramamani is trying 
to give the impression that be has nii- 
tiati'd an elaboiale process of revamping 
the Plan and the Coniimssioii. The team 
of consultants appointed by him bas 
reported on the internal reorganisation 
ot the CioinmisMoii. .Siibiamaniam has 
also invited leaders of diflerent political 
pal ties, as well as gioups of scientists, 
technocrats, academics and others foi 
talks with him m Yojana Bhavan. But 
what this whole exercise of discussions 
and consultations, which is receiving 
due publicity in the Press, is expected 
to achieve is not clear. 

Not the Basis 

In the absence of any set agenda or 
any precise ideas or proposals which are 
intended to be discussed, the talk at 
the meetings vvitli political parties adds 
up to no more than a reiteration by 
the parties of their well known and al- 
leaily stated positions. In the case of 
scientists and others, the meetings be- 
csinie .social get-togethers. When in- 
vit;iti(iiis to the.su mi'etnigs were sent 
out. It was indie.itcd that some jiapers 
would hr .sent to the participaiiLs. These 
Jiapers turned oiif to he ruling jiarty's 
election mariib’sto, the. President’s Ad¬ 
dress to the inaiigiiial session ol the new 
I'arliameiit and the texts ot Iw'o piiblie 
speeches, one ol the Pi line Minister and 
the other ol the Planning Minister. 
Obviously, these could not be the h.isis 
for any woithwhile discus.sioiis on llie 
Plan .uid its iniich-talked-ol revision. 

tr 

The new .Sti'cl Minislei, Mohan 
Kuiiiaramangalaiii. appeals to have 
stirred up a honii'ts' nest. The di'cisioii 
to lieeiisi' six ’mini’ steel jilants, some 
of tficjii in the private sector, may be 
unexceptionable in itself, but it lias 
become the staiting jioint for wide-rang¬ 
ing (jiiestioiiing of the working of the 
.Steel Ministry. This may prove to he 
of value as this is one Ministry wliieli 
requires a shake-up. 

Ihe ii'al issue involved in the licriis- 
iiig of the mini plants is eeitainly not 
that of violation of the Industrial Policy 
Hesolution. What needs to be cleaily 
understood is that tlie.si* plants are no 
answer to the problem of steel sliortagc, 
whatever tfie. Steel Minister may claim. 
The problem of steel shortage, at pre¬ 


sent or in the future, can only be t;iek!- 
ed by elficient working of the establish¬ 
ed large integrated steel jil.ints, mainly 
those ill the public sectoi. And heic 
there can lx no escaping the pool per- 
foimaiiee of Hindustan Steel and Ihc 
inisgiviiigs this inevitably gives rise to 
about the fiitiiie of the std'l programme. 
In tin’s regaid. however, no satisfactory 
assiir.iiiee has been forthcoming, either 
from the Steel Ministry or the HSL 
iiiaiiagement. 

The liersisteiit losses o) HSI, and the 
low utilisation of the rated capacities of 
its plants—04 per cent last year and 
unlikely tu be any better this year— 
cannot be brushed aside lightly, as the 
Minister has sought to do. There are sio 
hints as to what is proposed to be done 
to set matters right. Aside from labour 
trouble, the stock explanations are lack 
of parts and comj?oncnts, the poor 
flualily of refractories and difficulties of 
raw' material availability. The.se latter 
at least are definitely the direct respon- 
siliility of tho management, even if it Is 
accepted that, in the case of Lihour 
trouble, another p-arty. tlic trade union 
Iciideiship, is also involved. 

I licHi.s Exacoeha i ed 

It is eeitainly odd that the HSL 
management should lei maintenance of 
the plants go by default when it has 
the largest—jiTolialily larger than rc- 
(Jiiiied—lepair and maiiiteiiaiiee facili¬ 
ties at its disposal in the plants, the- 
tost oi w'hieli may have gone into in- 
llaliiig the eajiital cost of the jilants. 
The iiiaii.igi'ineiit has obviously failed to 
jiropeily utilise flie.se faeilitics to ad¬ 
vantage. Again, the eoiiiplaints about 
the quality ol relraetories would appear 
to 1)0 highly exaggeiated. How is it that 
the private sector plants iue able ta 
make do with Tndiiiti-iiiade refraeloi ie» 
and gel salisl.iclory results while tho 
HSL Imds supjilies Iroin Indian souices. 
lo he below pal and lienee wimts rni- 
jiorted iiiaterials? Or is tbere iiKire to 
this finding fault with refraeloiies iikuIo 
III India and jiiefereiiee lor miported 
siijijilies then meets the I'ye':* At the very 
least, the Iiiaiiagement has hceii guilty 
of lulling to provide the right .specihca- 
tions and to exercise jiioper inspection 
of supplies of lelraeloiies from Indian 
sources. 

Shortages of raw malerial.s .md 
bottlenecks in their inovenii'iit do pose 
difficult proliKins. That these problems 
aie being expcrieiict:d with respect to not 
oiiK coking coal (the use of which needs 
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to l)u cfonomiscd, con.sir]eriug tliat its 
rp-scrvcs arc hardly plentiful) but also 
iron oil' i.s significant. Last year, it 
appeal's, the steel plants ot the IlSL 
could not secure all their requirements 
of iron ore from their estahlislied sources 
and had to try to get ore to the tune of 
about one million tonnes on emergency 
basis tiom other sources. What this 
shows is the absence ol advance planning 
by the management for supplies of raw 
materials. H .supplies of cs.sential raw 
materials become erratic, this is bound to 
affect the overall efficiency of plant 
operations. And this is precisely svbat 

WEST BENGAL 


THE interweaving of East Bengal’s 
tragedy with West Bengal’s politicking 
is producing a macabre pattern in this 
State. While millions ol uprooted Ben¬ 
galis from the cast arc passing their 
days in untold misery—quite often in 
marshy fields under the open sky, lash¬ 
ed by gusty winds and monsoon 
showers, without food and even whole¬ 
some watei, and dying in their thou¬ 
sands from attacks of virulent types of 
cholera—the two major political par¬ 
ties in the west, CPI(M) and Con- 
grcss(R). jointly claiming the loyalty ol 
over 60 per cent of West Bengal’s 
population, have little time to attend 
to these matters. 

ElOHllNC; I'Oll SuiWlVAL 

CPl(M) is fighting for its very sui- 
vival, hunted as it is by various crimi¬ 
nal gangs, often in league with .sections 
of Congress(R) and openly hand-in- 
glovc with the police. Congress(R), in 
addition to its preoccupation with 
curbing the Communists(Marxist), is 
III ibe lliiiKs ol bitter infighting. Mo.st 
eif the other parties too are closely fol¬ 
lowing in the footsteps of Congi'c.ss(R) 
—cither in its anti-CPI(M) exercises as 
is the case with the CPI(ML) and CPI, 
or in its intra-paity manoeuvres as is 
the case with Banglu Congress which 
has managed to split its five ML A con¬ 
tingent into two rival groups of two 
and three. 

Engaged as the two major parties of 
West Bengol aic in battles for survival 
and supremac.v—quite often openly in 
league with the criminal underworld— 
there has been little more than nomi¬ 
nal effort to mobilise the immense ini¬ 
tial s.vmpathy and solidarity of the 
people of West Bengal for their un¬ 
fortunate brethren from the east. In 


has been happening to the llSL. Yet 
the management has not been held 
squarely accountabli' and responsible; 
instead it has been allowed to put for¬ 
ward schemes to enlarge, its area of upe- 
latioiis and to extend its influence to 
the construction ot the new plants. If 
it is made clear to the HSL management 
that its iirimary function is to oiierate 
the plants under its charge at opbnnim 
oinciency and not to hanker after con- 
tiol oviT Bokaro or the plants to be 
constructed in the South and that its 
pcriormance will be judged on this 
basis, it will do a lot of good. 


the absence of any serious campaign to 
marshall the spontaneous emotions in¬ 
to inspired solidarity actions, the ac¬ 
cumulation of the social and economic 
strains which the influx of millions of 
destitutes from across the border have 
inevitably produced for the people of 
the border regions, the patent hazards 
to public health arising from the out¬ 
breaks of the epidemics, and the mass 
deaths, are all causing tensions and 
antipathy to raise their heads. If un¬ 
checked by a united intervention of 
the popular leadership of the two Ben- 
gals, things may soon take a very ugly 
turn indeed. 

ReLIEI- OrERA'nON.S llAJUrEllEU 

The bureaucracy in West Bengal was 
never noted for either efficiency or 
honesty. There being little popular 
supervision and even less cabinet check 
(because of the cabinet’s preoccupation 
with internal bickerings), bungling and 
corruption are seriously hampering re¬ 
lief operations that arc even otherwise 
extremely meagre because of paucity of 
lesourccs. Airlifted foreign gifts of 
food, medicines, and roofing material, 
have been allowed to pile up at the 
Dum Dum airport while thousands of 
men, women and children are shivering 
in the rains and going hungry and sick 
m the adjacent open fields. There are 
reports that tarpaulins for tents pur¬ 
chased by the government agencies are 
leaky and the money paid for sinking 
tubewells is not matched by the tube- 
wells actually sunk. 

If the political turmoils m West 
Bengal have been impeding the relief 
operations for the Bangla Desh refu¬ 
gees, the developments across the 
West Bengal borders to the east have 
been no less an influence on the 


happenings in this State. The stepped- 
up ruthlessness against CPI(M) and 
section of the Naxalites in reoL-nt 
weeks, is clearly inspired by the added 
urgency felt by the upholders of the 
status quo for insulating this State 
from the impact of the unsettling 
events in Bangla Desh. 

New modus OPERAND! 

The massacre of the Naxalite priso¬ 
ners in the Dum Dum Central Jail, in¬ 
creasing cases of 'shot while trying to 
escape from police custody’, the im¬ 
punity with which criminal gangs are 
allowed to terrorise certain pockets of 
CPr(M)’s influence, the open co-ordlna- 
tion between gang attacks and police 
violence in certain zones — these are 
some of the clear indications of a new 
modus operandi, which emerge from 
reports even in the conservative Press 
in Calcutta. The non-party Leftist 
periodicals, including one which carries 
the name of the veteran journalist, 
Padmasree Vivekananda Mukherji, as 
the chief of its editorial board, are of 
course quite outspoken in exposing the 
collusion between the police and the 
criminal gangs. Stories of systematic 
murders in the areas adjacent to the 
Ichhapore Gun and Shell factory with 
the local thana’s apparent connivance, 
the simultaneous operations of private 
gangs and armed police in the Bejoy- 
garh area of the Jadavporc police 
station, the strange inaction of the 
police during the hour-long bombing 
raid on the former CPI(M) mayor’s 
residenci; at Regent Park in the Tolly- 
gaungi' area, and other such events, 
have been reported in the leading Cal¬ 
cutta dailies. Even the murder of 
Ajit Biswas, the second Forward Bloc 
candidate in Calcutta’s Shampukur 
constituency to have been killed, is 
attributed by the FB leaders to the 
wilful neglect of the poUce to protect 
him. A section of the Press has re¬ 
ported that Biswas had been apprehend¬ 
ing mischief from the local strong-arm 
group which demanded a very high 
price for its help in the coming elec¬ 
tion. The Chief Minister has promised 
to hold a high-level inquiry into the 
allegation. 

The more than 300 murders that 
have taken place in the two months 
since the installation of the Democratic 
Cnalition government, despite the 
almost total stoppage of clashes 
among the Left parties, do not fully 
depict the dimensions of violence in the 
State. Literally thousands have be¬ 
come refugees in the sense that they 
have had to change their area of 
residence. Many more are having to 


The Gathering Crisis 
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restrict their movements; they have to 
^ avoid visits to certain areas even in 
t:4^ad daylight. 

And, despite thousands of luiests, 
unrestricted use of third degree 
methods, and outright shootings, resort¬ 
ed to by the police, the sway of the 
underworld over the civic life of Cal¬ 
cutta and Its environs does not show 
any signs of abating. 

A striking feature of the State’s 
political situation, however, is that the 
combination of Maha and Gestapo 
methods against CPI(M) notwithstand¬ 
ing, the Party has been able to hold its 
own against the formidable combina¬ 
tion ranging from Congress(R) to CPI 
and Naxalites. The successful general 
strike in Calcutta and in its southern 
suburbs on June 1, in protest against 
police and private violence, in the face 
of opposition from the Congresses, 
CPI, sue, etc, and despite the impos¬ 
ing mobilisation of the army, CRP, etc, 
together with the victory in two out of 
the three Assembly elections which had 
been countermanded earlier have amply 
demonstrated the astounding mass sup¬ 
port for CPI(M). 

SOUTH 


In sharp contrast to the morale- 
boosting performances of the CPI(M), 
the major parties in the ruling Demo¬ 
cratic Coalition are in the doldrums. 
Different groups in Congress(R) fighting 
for vantage postions in the p.arty and in 
the Government are heading for a 
showdown. In his bid to gate-crash 
into the cabinet, Ajoy Mukhcrji’s erst¬ 
while chief lieutenant, Sushil Dhara, 
has already split Bangla Congress and 
run away with two of the party’s five 
Ml.As. He has been bargaining for a 
cabinet post by holding the threat ot 
withdrawing the support of his group 
of three to the coalition. 

The gravity of the situation for the 
establishment can be gauged from the 
following excerpt of an editorial in 
Ttw Statesman, the most astute watch¬ 
dog for the status quo interests in these 
parts of the country. “The Centre”, it 
said, “has no alternative, but to take 
note, and consider the case for Presi¬ 
dent’s rule. Both the record of the 
present coalition and the gathering 
cri.sis suggest no other course if the 
State is to escape disaster via political 
ineptitude.” 


Drawn Battle in Andhra 


Mohit 

THE NGOs of Andhia went oack to 
work after being on strike for i.ver 
fifty days, Brahinananda Reddi may 
feel that he has been successful in 
forcing them back to work without 
conceding any of their majoi demands. 
He and his wooden-headed bureauciatic 
advisers might be ol the view that 
since for the period of the strike wages 
were not paid and only advances have 
been given which wou'd be recovered 
in twelve equal instalments, the em¬ 
ployees have been browbeaten. Noth¬ 
ing, however, could be further from the 
truth. 

In realitv the batlle has been a drawn 
one and the employees were not able 
to win their major demands because the 
issue involved is really an all-India one 
and it can be fully settled only on an 
all-India basis. It is, surely, an ab¬ 
solute anomaly that with more or '.ess 
the same background and doing moie 
or less the same job and certainly 
facing identical problems of livelihood, 
the State Government employees .should 
not get the same pay, the same DA and 
^ the same interim relief as their counter¬ 
parts in the Central services. In these 
days of the rising threshold of expec- 


Sen 

lations and a powerful thrust towards 
equality how can this particularly iik- 
somc kind of inequality be tolerated? 
At the same time, it is true that many 
of the State Governments are finding it 
genuinely difficult to meet their com¬ 
mitments to development as well as to 
their employees. The Kerala Govern¬ 
ment faced this problem somo months 
.igo. And earlier the second United 
Front Ministiy in West Bengal was in 
a similar quandarv. As was pointed 
out .It the time by Achutha Mcnon, a 
national policy has to be adopted on 
this question and the Central Goviirn- 
ment has to work out some kind of 
scheme which would enable the Stale 
Governments to give then employees 
the same kind of deal as the Centie 
without crippling themselves financially. 

But this is not the only reason that 
the battle can be called a drawn one 
There are other and weightier reasons. 
Right through the fifty days not on .i 
single day could the Government claim 
Jin attendance of more than about 22 
per cent or then aboiits. That in itself 
is remarkable enough. Even more re¬ 
markable is the fact that the employees 
throughout Andhra Pradesh stood 


united despite the divisive sentiments 
that had been deliberately fanned dur¬ 
ing the .separate Telengana movement 
and that had persisted right through 
the elections to the Lok Sabha. Indeed 
Brahmananda Reddi, acting through 
M T Raju, the landlord-Chief Secretary, 
metamorphosed into a Congress MP, 
had deliberately encouraged this divi¬ 
siveness in the ranks of the employees 
which later boomeranged against him. 
There were certainly tensions between 
(he employees, especially bi’tween some 
of the Icadeis. But the outstanding 
feature of the strike was the sustained 
unity of the employees. This augurs 
well for the future. 

Nor was the unity confined to the 
eschewing of regional .separatist passion. 
Equally important and often overlook¬ 
ed is the fact that the government em¬ 
ployees are not only white-collar pen 
pushers; they arc also made up of 
teachers, of peons, of workshop workers, 
medical employees and so on. Through 
such struggles and the establishment of 
joint cxjuncils of action the unity of the 
workers of brain and hand gets forged 
and the modern working class of India 
gets battered into shape, taking on 
significant form. It was not easy to 
achieve such unity. Difficulties arose 
from the side of the leaders of some 
sections of the white-collar employees 
who displ.aycd all the prejudices of the 
petty bourgeois who is becoming a 
w.ige-worker. But now the tradition 
and the almost normal course of things 
is such united action and joint organs 
of struggle. Even at the last moment 
Brahmananda Reddi tried to split this 
unity but without success. 

An intciesling point emerges here 
and that i.s the attitude of the general 
public to the NGOs and their collea¬ 
gues. There is no doubt that the atti- 
tuilc is not a uniformly .sympathetic 
oni- Certainly the general public was 
far closer to the striking employees 
than to the Government. They also 
lealised the justice of a lot of their 
demands — indeed, in one form or 
another many of them would be making 
ihe sjime demands or .similar demands. 
And consulering the very large number 
of the employees, lakhs of families were 
involved inteiconnecting with practic.ajly 
I be whole of society. Nevertheless, 
there was also an undercurrent of 
feeling which was un.synipathctic. Quite 
a number ot NGOs, the hospital em- 
|)loyees and the rest behaved in a 
manner scarcely likely to endear them 
to the general public. It is not only a 
question of petty corruption but of an 
approach to the public, of a bureau- 
cratisation of attitude at all levels of 
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the udministration. It is a question of 
an attitude to work in a sooety vkherc 
the working man has to prepare himself 
for the roll- ol hefiemony. One; comes 
across here, therefore, what has been 
rather appropriately termed a contradic¬ 
tion among the people — a contradic¬ 
tion which the Government would uti¬ 
lise to the full in the future as it has 
done in the past. 

Not Fit 1 

(From a Special 

"ISLAMABAD, London and even 
Calcutta arc a world away from 
frontier crossing points such as 
Barasat, Krishnagar and Sabrum. In 
circumstances such as exist in Bengal, 
invanablj' courageous journalists are 
the hrst to know what really is hap¬ 
pening", writes Louis Hcrcn m the 
7'iifirs (Junr 7, 1971) in dofcnce of 

Peter Hazelhursl, the controlled but 
.sustained fury of whose dispatches 
from India's eastern borders has 
cnibairassed more than one Govern¬ 
ment. Hercii might as well have 
bracketed Delhi, Bombay and Madras 
with Islamabad and London to expose 
ihc indifference with which tins god¬ 
fearing land, no less than the rest of 
the civilised world, is treating the 
destitute millions on its soil. 

While live million homeless Bengalis 
.spend their days and nighis in "mud, 
slush and ankle-deep w.iier", not less 
than halt ol lliciii in liclds .tiid jiiiigh'S 
With nothing hut the monsoon sky over 
their heads, lacing death from ex¬ 
posure, hunger or cholera, life in the 
villages and towns inside the counti\ 
(except those in the '>()-milc belt along 
the bordei) goes on as placidly as 
ever. Medicines and medical equip¬ 
ment. food .ind corrugated sheets flow 
in, diiclois and nurses dash by air 
from the fat comers ol the earth - 
hut not of Indi.i, at least not to any 
extent to merit mention. Doctors and 
oflicials in the border towns are pre- 
suni.ibly doin.g all that they can, but 
construction of nii hixurx apartment 
anywhere m the country .seems to have 
suffered even a day's delay because 
materials have been diverted to provid¬ 
ing shelter to the homeless. In no city 
has ostentations eating been even 
slightly cheeked to save some morsels 
for the hungry. On the contrary, Cal¬ 
cutta's food rations were raised 
cynically in the hope of winning three 
Assembly seats. 

One of the States has flatly refused 
to allow even a single refugee to enter 


It is to the extent that this contra¬ 
diction among the people is propeily 
handled that unity of the democratic 
classes would be forged. It is in this 
sphere that one would find the maxi¬ 
mum possibilities for that politicalisa¬ 
tion of the working man about which 
so many talk so much. And if this is 
properly done the battles would not be 
diawn in the future. 

o Print! 

Correspondent) 

Its sacred territory while the people 
ol another called a ‘hartal’ to protest 
against the unholy influx. True, the 
call-attention rituals arc gone through 
in Parliament now and then, but 
nothing more than an “cverything- 
possiblc-is-being-done’’ assurance is 
needed to take the load off the cons¬ 
cience of the Honourable Members. 
Cries for international help would 
perhaps have carried some conviction 
if a semblance of a national effort had 
begun at home. One wonders whether, 
instead of their jaunts abroad, our 
gallant Ministers should not have 
started with visits to State capitals 
inside the Country. 

To be sure, by now Londoners have 
a better idea than most Indians of the 
enormity of the disaster that has 
overtaken the refugees from Bangla 
Desli. They had their Hazeihursts to 
see things for themselves, though six 
thousand miles away, and shake 
their conscience with their power- 
liil pen. I'or over a week begin¬ 
ning from June 2-1. the London 
newspapers devoted the best part of 
their front pages and editorial columns 
to disp.ilchcs from Bongaon and other 
border towns, while, to their Indian 
counterparts tales of political intrigue 
in New Delhi and elsewhere appeared 
inxire momentous. It needs to be said 
that no Indian newspaper, none of the 
all-fndia ones at any rate, conveyed 
even a fraction of the anguish reflected 
in the pages of the foreign press in the 
la.st ten days over the fate of the mil¬ 
lions who have been forced out of 
their homes in Bangla Desh. One looks 
in vain in the Indian papers for photo- 
gtaphs such as those used by the 
Timex to bring lioiue to its readers the 
agonv of a retugee father about to cast 
into the river the body of his little 
daughter killed by cholera, or for 
liiK's siicli as these on th<' Titnex' front 
page; "Most of the huge conununal 
tents erected on sites near Calcutta 
and in border areas, were awash and 


a heavy downpour continued through¬ 
out the night. Millions of Bengalis 
without blankets or mattresses weijy. 
lying in mud and several inches f of 
water in the dark. Thousands of re¬ 
fugees swarmed out of the flooded 
camps and spent the night trekking to 
nearby towns." 

A few Indian journalists are, of 
course, there reporting from the spot. 
But their dispatches receive front page 
honour not in their own country but 
outside. 

Indeed, the reporting on refugees in 
the Indian press is getting curiouser 
and curiouser. News from Bangla Desh 
dominated the front pages here as long 
as there were sensations to sell. The 
suffering of millions living m open 
fields and lungles with the pitiless 
monsoon and death staring them in 
the face is, of course, no news. We 
newspaper-reading Indians, long used 
to human misery, can have no appetite 
for such stuff. The threat of cholera 
all over the eastern region did find a 
place in our papers, in most cases 
somewheie on an inside page. Accusa¬ 
tions of insufficient help from the rich 
countries too were not missing. But 
strangeLv enough, in less than two 
davs, between June II and June 13. 
everything suddenly turned out to be 
fine — supplies of medicines and medi¬ 
cal supplies more than adequate, 
cholera under control, and the overall 
situation firmly in the administration's 
,giip. And onl.v a day before, on June 
10. the Health Secretary of the Gov¬ 
ernment of India was complaining 
bitterly of the tardy response to India's 
appeal for help. 

What IS happening to the millions 
huddling under the trees in open 
liclds, nobody knows. No wonder that 
people here and abroad remain largely 
unaware that India faces the biggest 
challenge and the gravest crisis since 
Independence, that the task of caring 
for 6 million (the figure todate) desti¬ 
tutes IS beyond the capability of any 
State Government and, more important¬ 
ly, that in the death of these souls, 
however poor and unwanted, lie the 
seeds of death of many others in the 
Coming months and years. Con-sidera- 
fioiix of real politik do not perhaps 
permit governments to air such 
thoughts in public. But need they 
stand in the way of newspapers forcing 
attention on human suffering? 

Perhaps it is stupid to bemoan all 
this. The picture of a tribal child 
feeding at his mother's breast makes 
a more pleasant Sunday edition for 
the dailies than that of a dying child' 
clinging to his dead mother’s breast. 
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PAKISTAN 

Web of Bourgeois Politics 

Aswini K iTay 


THE bourgeois world has been paying 
lip sympathy to the people of East 
Bengal where thousands of people have 
been killed in the civil war. The liberal 
conscience of a section of the bour¬ 
geoisie becomes uneasy when human 
lives are being lost by the thousand, 
even when such ‘human tragedies’ are 
the inevitable results of the contradic¬ 
tions of the capitalist system. As long 
as the victims of the tiagedies do not 
threaten the system, which itself has 
caused their suilering, the capitalist 
world uses its sympathies to underline 
the ‘human’ side of the system. At the 
present phase of the struggle of the 
people of East Bengal there is no threat 
to the capitalist system, as in Indo¬ 
china or elsewhere. This allows inter¬ 
national capitalism to shed crocodile 
tears for the victims of its own op¬ 
pression. But in the foreseeable future 
such a threat to the .system exists in 
East Bengal: that explains the uneasi¬ 
ness of the world bourgeoisie. 

The oiigins of the present crisis in 
Pakistan lie in the logic of the history 
of Partition. The national independence 
movement against British colonial rule 
in India was an all-class movement led 
by the Indian bourgeoi.sic working ip 
close collaboration with the feudal 
order. The demand for partition of the 
subcontinent into Hindu-predominant 
India and Muslim-predominant Pakis¬ 
tan was the inevitable consequence of 
having such a leadership. In this 
sense, the partition of India, occurring 
simultaneously with Independence, 
solved no basic problems for the 
masses of people in either India oi 
Pakistan; the Hindu and Muslim 
bourgeois-feudal combines, in both 
parts, carved up their own spheres of 
class rule after Partition. 

The inevitable consequence of such 
a division was apparent from the very 
beginning; the emerging regional 
bourgeoisies in different parts of India 
and Pakistan came to challenge the 
authority of the national bourgeoisie 
and the monopoly bourgeoisie of the 
two countries, respectively, working in 
close collaboration with international 
capitalism. The relative strength of the 
Indian bourgeoisie and its stronger 
Vnks with international capitalism, have 
enabled it to suppress all separatist 
(forces and keep the country united; the 
relatively weak Pakistani bourgeoisie 


has found it increasingly difficult to 
withstand the separatist pulls of its 
regional bourgeoisie and of the feudal 
order. The piesent crisis 'n Pakistan 
is the first serious open clash between 
the interests of the East Pakistan 
bourgeoisie and the national bourgeoisie 
of Pakistan. 

From the very outset, the odds 
against the Pakistani bourgeoisie were 
very heavy: East and West Pakistan 
were separated from each other by 
about two thou.s.ind kilometres of In¬ 
dian territory; the two parts spoke 
different languages, belonged to differ¬ 
ent cultures and h.aU different socio¬ 
economic conditions; religion, which 
was the only uniting factor between 
the two paits ol Pakistan, was played 
up during the demands for partition 
and also every time there were demands 
for regional autonomy. But even the 
impact of religion as a factor in poli¬ 
tics has been very different in the two 
parts of Pakistan. In Hast Bengal, which 
has been exposed to the capitalistic 
system from almost the beginning ol 
the 19th century, the impact of reli¬ 
gion as a factor in politics has been 
relatively less important than in West 
Paki.stdn where the influence of the feu¬ 
dal lords and Muslim religious leadeis 
still continues to be a major factor in 
politics. 

Economic Content 

Another factor working for unity 
between the two wings of Pakistan, 
which wcie linguistically, culturally, 
geographically, and socio-economically 
divided, was the thieat, sometimes real 
but largely imaginary, -of domination 
by neighbouring ‘Hindu India’, where 
in any ca.se, liourgeois politics had kept 
playing up religious, caste and lingui¬ 
stic loyalties so as to keep the work¬ 
ing class divided against itself. But 
despite the relative weakness of leh- 
gion as a factor in the politics of 
Bengal even before Partition, the 
Bengali Muslim demands for partition 
were as strong—if not more—than 
those in some other parts of the coun¬ 
try. The reasons for this are obvious. 
In undivided Bengal, the Muslims, 
though numerically the larger commu¬ 
nity, belonged to the oppressed classr's, 
either as landless piasants, fi-shermen, 
sailors or factoiy workers. The bulk of 
rhe landlords, moneylenders and capi¬ 


talists in undivided Bengal were Hindus. 
In this context, Bengali Muslim de¬ 
mands for partition had a greater eco¬ 
nomic content and a more populist 
base than those of Muslims in other 
paits ol undivided India, In fact, the 
East Pakistan Communist Party till it 
was banned in 1954, drew the bulk of 
Its cadre from the toiling class of peo¬ 
ple. This itself was a danger signal for 
the Muslim bourgeoisie of Pakistan 
which emerged after Partition. 

As already said, at the time of the 
citation of Pakistan, neither wing of 
the country had a native bourgeoisie 
with local roots; in West Pakistan 
capitalism had not taken hold in any 
big way, and in East Pakistan, Hindus 
controlled most of the capital. This fact 
.(self was u blessing in disguise for the 
.viuslim bourgeoisie which migrated to 
Pakistan Irom the capitalistically more 
,a1\’anced parts of undivided India. Al- 
mi.st all of this group migrated to 
West Pakistan, as much due to cul¬ 
tural afiinity with that part of Pakis¬ 
tan us due to the absence in the West 
of populist politics with a potential for 
the organised growth of a communist 
movement. Since in any case, undivid¬ 
ed Bengal had almost no Muslim capi¬ 
talists, Muslim migrants to East Ben¬ 
gal consisted largely of the professional 
cl.isscs like lawyers, doctors and a 
l.iige section of lower grade civil ser- 
van Is with an eye on quick promotion 
in ihc vacuum created by large-scale 
Hindu migration to West Bengal. 

So, soon after its creation, the two 
wings of Pakistan presented two diver¬ 
gent socio-economic conditions; East 
Bengal, with a larger ixipulation, had 
a smaller territory and a completely 
shattered economy. The oppression of 
the feudal .system in the rural areas of 
this part still remained, but its feudal 
loids were weak since most of them, 
lieiiig Hindus, either migrated to India 
(II could not remain as powerful as 
before. Even that iiart of the economy 
(if East Bengal which was tied to the 
capitalist system, like jute and cotton 
plantations, suffered heavily as most of 
the processing and manufacturing in¬ 
dustries of undivided Bengal were 
located in what became the Indian part 
of Bengal. East Bengali jute and cotton 
growers siilfercd heavily due to the 
luck of rtianufaeturing potential in that 
area. Even small traders in fish and 
vegetables suffered heavily due to the 
loss of the huge and organised market 
ol Calcutta. There was not enough lo¬ 
cal capital in East Bengal to replace 
the sudden vacuum. The leadership of 
East Bengal passed into the hands of 
the petty bourgeoisie and the profes- 
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sional classes. 

In West Pakistan, the situation was 
entirely different. The feudal system, 
in this wing, remained largely unaffect¬ 
ed by Partition. The existing Muslim 
feudal lords in the area became more 
powerful due to the almost en masse 
migration of the Hindu landlords to 
India. Enterprising Muslim capitalists 
migrated into this area for reasons al¬ 
ready stated. They found the entrepre¬ 
neurial and capital vacuum of East 
Pakistan easy enough to exploit. The 
leadership of Pakistan’s capitalist deve¬ 
lopment passed on to West Pakistan 
despite the numerical superiority of the 
East Bengalis and its wealth in terms 
of labour and raw material. Inevitably, 
East Bengal became a colony of the 
West Pakistani bourgeoisie which be¬ 
gan the usual colonial plunder by 
transfer of capital and exploitation of 
the market, labour and raw material of 
East Bengal to lay the sub-structure of 
West Pakistan’s capitalist development. 
The inevitable contradictions within the 
capitalist system sharpened with time 
as is borne out by a few facts and 
figures. 

According to a survey by a Pakistani 
economist, "the total regional income 
of West Pakistan which was slightly 
lower than that of East Pakistan at 
the time of independence is now at 
least 25 per cent higher”. East Bengal 
leaders have claimed that annually 
about Rs 1,000 million are translerred 
from East to West Pakistan, and that 
between 1952 and 1968 when East 
Pakistan had a very high export sur¬ 
plus, Rs 2,000 million was transferred 
from East to West Pakistan only on 
account of this export surplus. Bet¬ 
ween 1950-60, of all imports to East 
Pakistan, 40 per cent were re-exported 
to West Pakistan. Until 1968, Ea.st 
Pakistan was Pakistan's major foreign 
exchange earner, but since then West 
Pakistan has forged ahead as the coun¬ 
try’s major exporter. 

In 1947 West Pakistan had very little 
manufacturing industry, but by 1957 
almost 70 per cent of Pakistan's manu¬ 
facturing industry was located in the 
West, Between 1951 and 1969, capital 
issues sanctioned for large-scale indus¬ 
tries amounted to Rs 8,160 million for 
West Pakistan and only Rs 2,910 mil¬ 
lion for East Pakistan. 

Between 1965 and 1970 the national 
income of West Pakistan rose by 34.8 
per cent while in the East it rose by 
22.1 per cent. During the same period 
the annual growth rate of West Pakis¬ 
tan, at 6 per cent, was 50 per cent 
higher than the East Pakistan growth 
rate of 4 per cent. Agricultural pro¬ 
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duction in West Pakistan has increas¬ 
ed annually by 5.5 per cent which is 
almost double the rate of population 
growth, while in East Pakistan, the 
rate growth of agricultural production 
at 3 per cent only equals the rate of 
population increase. In 1955, the per 
capita income of the West was 25 per 
cent higher than that of the East; by 
1965, the disparity had gone up to 
40 per cent. The present per capita 
income of West Pakistan is 481 and 
that of the East is 309. 

These figures are indicative of the 
exasperations of the East Pakistani 
bourgeoisie whose growth has been 
hampered by the policies of the national 
bourgeoisie of Pakistan which, in any 
case, gets the major benefits from the 
instruments of state policy like govern¬ 
ment loans, tax holidays, export 
bonuses and import licences. As much 
as 70 per cent of the development 
funds are spent in West Pakistan, as 
also 80 per cent of the budget. The 
armed forces cost Pakistan 60 per cent 
of its budget. Most of this money 
comes to West Pakistan. 

The frustrations of the East Pakistani 
liourgeoisie arc self-evident. Even the 
petty bourgeoisie found the policies of 
the Pakistani bourgeoisie to be hamper¬ 
ing its growth, notably the Pakistan 
Government’s ban on trade with 
India, especially West Bengal, Starved 
of trade with West Bengal, the East 
Pakistan petty bourgeoisie was forced 
to be dependent on West Pakistan with 


very little bargaining capacity on prices 
or quality of goods. Even small tra- 
ders in fish, vegetables and other daifY' 
necessities suffered due to the cuning 
off of trade with the hungry and well- 
organised market of Calcutta. The pro¬ 
fessional classes and the intelligentsia 
also resented the cultural embargo 
against West Bengal—a policy scrupul¬ 
ously maintained by the national bour¬ 
geoisie of Pakistan. 

The common man felt betrayed—as 
he is bound to be in such a situa¬ 
tion. The politically conscious masses 
of East Bengal realised that, contrary 
to their hopes, independence and parti¬ 
tion made little difference to their mate¬ 
rial well-being. Their sacrifices in the 
struggle for partition only resulted in 
the replacement of the Hindu landlords 
and moneylenders by their weak Mus¬ 
lim counterparts. A section of the dis¬ 
illusioned peasants and workers orga¬ 
nised themselves under different com¬ 
munist groups. In 1954, the Commu¬ 
nist Party of East Pakistan was banned. 
Later they organised themselves in 
Maulana Bhashuni's National Awami 
Party (NAP). The policies of the West 
Pakistani bourgeoisie have thus come 
into conflict with all classes of people 
in East Pakistan. 

Having established its economic 
supremacy, the West Pakistan bour¬ 
geois-feudal combine was able to im¬ 
pose its political power by keeping the 
East Pakistanis as far away from the 
seats of power as possible. The capital 
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of PakistaD was established in West 
'•^Pakistan; less than 10 per cent of arm- 
ed^orces recruits were from Bengal 
and almost none were allowed to rise 
to, higher ranks; only 15 per cent of 
civil service recruits were from Ben¬ 
gal, of which again very few were pro¬ 
moted to the higher posts. Literacy is 
higher in East Pakistan, though fewer 
new universities or higher research in¬ 
stitutes have been opened in the East 
than in the West. For a long time, till 
. the East Bengalis launched a massive 
mass movement, the state language of 
Pakistan was Urdu, so as to keep 
Bengalis at a permanent disadvantage 
in obtaining government jobs. No na¬ 
tional election, based on the principle of 
universal adult franchise wag held in 
the country till 1970. As is now well 
known, the popularly elected majority 
party was not allowed to assume power. 
In the past, constitutions which would 
have given equality of representation 
to the two wings were not allowed to 
be framed, popularly elected govern¬ 
ments in East Bengal were dismissed, 
movements for regional parity or auto¬ 
nomy in East Bengal were ruthlessly 
suppressed as being communist or In¬ 
dian-inspired. 

tf 

Marginal Concessions 

As already indicated, all classes of 
people in East Bengal have joined hands 
against the policies of the West 
Pakistani bourgeoisie, but the leader¬ 
ship of the movement has remained 
with the regional bourgeoisie, petty 
bourgeoisie and the professional classes 
In past struggles, the East Bengalis 
obtained only marginal concesions. In 
the most recent phase, the interests ol 
the two bourgeoisies became irreconci¬ 
lable. The so-called civil war has fol¬ 
lowed. 

The present phase of the struggle 
began in 1969, when, after a violent 
mass movement in East Bengal, Field- 
Marshal Ayub Khan was removed from 
power but only to be replaced by the 
present ruler—General Yahya Khan— 
■who promised transfer of power to 
civil authority and restoration of re¬ 
presentative institutions. The first-ever 
national election, based on the princi¬ 
ple of universal adult franchise, was 
held in 1970. The Awami League con¬ 
tested the election on the basis of a 
6*point minimum programme for re¬ 
gional autonomy of East Bengal. This 
remains the irreducible minimum com¬ 
mon demand of all classes of people 
in'East Bengal. A section of the com- 
•munists, particularly those in Bhas- 
hani’s NAP have supported Rahman, 
obviously for tactical reasons. 


In West Pakistan where feudal and 
theocratic groups are still a political 
force, Bhutto’s so-called People’s Party, 
representing the interests of the na¬ 
tional bourgeoisie of Pakistan, has em¬ 
erged as the leader of West Pakistan. 
By all norms of bourgeoisie parlia¬ 
mentary ethics Mujibur Rahman should 
have been the leader of the first popu¬ 
larly-elected Pakistan National Assem¬ 
bly, with only the limited mandate of 
framing the constitution for the coun¬ 
try. But at this first real threat of tHe 
passing of authority to the East Bengal 
bourgeoisii;s, the West Pakistan feudal- 
bourgeoisie clique and the army be¬ 
came alarmed and tried to crush ruth¬ 
lessly the freedom lighters of Banghi 
Desh. 

As stated in the beginning, the crisis 
in Pakistan has been a tremendous 
embarrassment to the bourgeois worlds. 
The West Pakistani bourgeoisie, having 
accepted bourgeois parliamentary de¬ 
mocracy, has refused to abide by the 
rules of the game; it has also in the 
process hindered the capitalist develop¬ 
ment of East Pakistan. While paying 
lip sympathy to the freedom fighters 
of East Bengal, the US and British 
Governments have announced their 
decision “not to interfere in the inter¬ 
nal affairs of a friendly country’’. For 
them, it is difficult to take .sides in the 
internal affairs of the bourgeois world, 
But their nervousness is equally evi¬ 
dent: the leadership of East Pakistan’s 
freedom movement, if later di.scredited, 
may pass on to less trustworthy classes 
than the one represented by Rahman 1 
Then, of course, as in Indo-China or 
Cuba, it would no longer be the in¬ 
ternal affair of Pakistan 1 

The fears of the bourgeois woild arc 
shared by the Indian bourgeoisie which 
has a much greater stake in the events 
in neighbouring East Bengal. The esta¬ 
blishment of bourgeois democracy in 
East Bengal may enable the Indian 
bourgeoisie to deal with the commu¬ 
nists on the Indian side of Bengal, who 
are now a real threat in the area. Con¬ 
versely, a discredited bourgeois leader¬ 
ship may make communism more res¬ 
pectable in West Bengal and seriously 
affect the credibility of the sort of 
leadership that is now being foisted 
upon West Bengal as a foil against 
communism. Tlic Indian bourgeoisie is 
naturally not averse to replaying its 
original role in the economy of East 
Bengal by replacing the ‘usurpers’, i e, 
the West Pakistani bourgeoisie. 

The Soviet Government on its part 
has performed its socialist duties by 
sending appeals to General Yahya to 
exercise "human considerations” in 


East Pakistan. The Chinese Govern¬ 
ment perhaps finds the ambitions of 
the strong Indian bourgeoisie a greater 
threat to its own 'area of influence* 
than the Pakistani military dictator¬ 
ship wielding state power on behalf of 
a weak bourgeoisie divided against it¬ 
self. 

Marxist Heritage 

For the Marxists of the world, who 
have allowed their Marxism-Leninism 
to be decided for them by Podgorny 
or Chou, the question of taking sides 
in the civil war in Pakistan poses no 
problem. But for those who still refer 
to the heritage of the Marxist-Leninist 
movement as a guide to action there 
are some cues which might help them 
to take a position on the bourgeoisie- 
led all-class liberation movement in 
Bangla Desh. 

At the Second Comintern Congress in 
1920 the colonial problem was the sub¬ 
ject of prolonged debate between Lenin 
and M N Roy, in which Roy had force¬ 
fully argued against the communist 
tactic of supporting what he called, 
“the nationalist aspirations of the na¬ 
tive bourgeoisie in Asia”. Lenin oppos¬ 
ed this view by underlining the sub¬ 
jectively progressive role of the national 
bourgeoisie in the national liberation 
movements in Asia. The relevant part 
of the adopted resolution read: “With 
regard to those states and nationalities 
where a backward, mainly feudal, 
patriarchal or patriarchal-agrarian re¬ 
gime prevails ... all communist parties 
must give active support to the revo- 
lutionary movement of liberation, the 
form and support to be determined by 
a study of existing conditions, carried 
on by the party wherever there is 
such”. 

The objective conditions referred to 
in the Comintern resolution of 1920 
are not basically different in East 
Pakistan in 1971. The East Pakistani 
communists have failed to provide 
leadership to the movement, for which, 
the blame must be equally shared by 
other socialist countries. But having 
failed to provide leadership to this all¬ 
class movement, rather than become 
isolated, the Pakistani communists have 
given the movement their active sup¬ 
port. For the Marxists of the world, 
the form of support to the bourgeoisie- 
led all-class national liberation move¬ 
ment of Bangla Desh will largely de¬ 
pend upon individual assessments ol 
strategy and tactics, except, of course, 
for those who opt to be guided by 
world power-politics rather than the 
experience of the movement embodied 
in all that constitutes the heritage of 
Marxism-Leninism. 


122.3 



THE FOURTH ESTATE 


Brave New Words 

Nireekshak 


NO discussion of the problems of the 
Press ever gets very far without a re- 
lerence to the Pic.ss Commission. This 
is not surprising since the Commis¬ 
sion's was the fust, and till now also 
the only, attempt to study the problems 
of the Press in depth. Beside.s, some of 
the Commission’s recommendations are 
yet to be implemented! In the Rajya 
Sabhn, early this month, reference was 
made to one or two of the recom¬ 
mendations that await implementation; 
the Government's answer was that the 
issues concerned - - principally of con¬ 
verting the Press Trust of India into .i 
statutory corporation and of reRiilatinji 
or ending monoiioly in the Press — 
are under its consideration. 

Monopoly in the Press is not an 
issue on which the Pre.ss Commission 
had made any specific recommend.i- 
tions — except to say that the ten¬ 
dency to monopoly existed and should 
be watched. This watching brief was 
subsequently entrusted to the Pre.ss 
Council. But with the Press Council 
bogged down in a controversy about 
its own constitution it has proved a 
non-starter on all other issues. When 
the Government t.ilks <if taking steps 
to end monopoly in the Press, it is 
probably relying on the meaning of the 
term as applied to industry gener.dly. 
There is certainly scope for action, but 
the problems of concentration of 
ownership in the Press are not qnahla- 
tively the same as those in industry 
generally; and they are probably more 
complicated, too. The point is that, 
despite periodic lefcreiices to the pio- 
blem of monopoly in the Press no 
serious attempt has been made by any¬ 
one to make a systematic study of it. 

When, about a yeai ago, the appoint¬ 
ment of a second Press Comnvssion 
was mooted — among others by the 
then Ministi’r of State for Information, 
Inder Gujral — it may have ri'present- 
ed some vague new thinking on the 
need for further study of the problems 
of the Press, including that of mono¬ 
poly. But the suggestion never got of! 
the ground, and even journalists have 
ceased talking about it. Gujral had 
also talked loudly, perhaps too loudiv, 
about reorganisation of the news agen¬ 
cies. His successor, Nandini Satpathy, 
now says that a proposal for the dillu- 
sion of ownership of newspapers is 
being studied by the Department ol 
Company Affairs and "we are going to 


do something about it". The only dis¬ 
cernible difference between the pro¬ 
nouncements of the two ministers is 
that they are .separated by a parlia¬ 
mentary election. Also, probably the 
reason for the issue being raked up at 
this stage is that the Indian Federation 
of Working Journalists (IFWJ) have 
reiterated, at their 15th annual confer¬ 
ence last April at Gandhinagar, some 
proposals for diffusion which it had 
frequently voiced before. 

The IFWJ asked for conversion of 
all the news agencies into statutory 
corporations and for making it possible 
for journalists to become shareholders 
as well as directors of the newspapers 
in which they are employed. This is 
gijod as far as it goes, but it falls far 
short of the bill which, even two 
nunisteis of the Government (the 
Minister for Law who inaugurated the 
annual conference and the Minister of 
-Slate for Company Ltiw who inaugurat¬ 
ed a seminar on monopoly in the Press 
organised in conjunction with the con- 
feience) presented the journalists with 
at Gandhinagar. While H R Gokhale 
commanded Canutelike that “the Pre.ss 
in India should forthwith cease to be 
a mouthpiece of the few and really re¬ 
tied the cross currents of public 
opinion in the country”, his colleague, 
Kaghunatha Reddy, went even further, 
saying that tlu' “first steps to smashing 
ol the monopoly hold of big business 
'll all walks of life should start with 
the newspaper industry”. Whether the 
Government also carries with it a 
mandate for (his, as Raghunatha Reddy 
in.si.sls it docs, or not, everyone is 
anxious to see what ‘first steps’ the 
Department of Company Affaiis will 
eventually decide to take. 

Meanwhile, it would do no harm if 
the Prime Minister, who holds the 
poitfolio of Information, gave some 
thought to the question of appointing a 
second Press Commission, if only to 
help the Government discharge its 
mandate in full. A second Commission 
may also help to bring facts up-to-date 
,ind to end leliance on the hoary, and 
obviously outdated, report of the first 
Commission. "The question is”, as the 
National Herald pointed out immedia¬ 
tely after the IFWJ meeting, "whether 
the Government will, at least after the 
massive mandate they have received, 
have the guts to place the foundations 
t'f freedom of the Press, in which 


everyone is interested, on a sound an« 
democratic basis, within the temfs of 
the Constitution as it is or after amend¬ 
ing it if necessary”. It may be possi¬ 
ble for the Government to demonstrate 
its ‘guts’ without the help of a second 
Press Commission, Jiut its record is not 
such as to inspire confidence. 

It must be said that, notwithstanding 
the periodical attacks on the Press by 
spokesmen of Government, journalists 
are far ahead of the Government in- 
their thinking on Press freedom and 
their determination to ensure it. The 
IFWJ has broken new ground at its 
15th session, first by organising the 
only seminar on Press monopoly so far 
held in this country and, secondly, by 
defining and giving to itself, i e, to 
working journalists, a set of social 
objectives worth striving for, as distin¬ 
guished from purely professional objec¬ 
tives. Called the ‘Ahmedabad Declara¬ 
tion’ this document “declares that the 
objectives of the profession of journa¬ 
lism are closely related to the wider 
social objectives to which the nation is 
pledged” and which are incorporated in 
the Directive Principles of the Consti¬ 
tution. The Press has, therefore, to 
function "as an integral part of a just 
social order”, and this requires work¬ 
ing journalists to “pledge themselves to 
maintain an integrated social outlook, 
keep in mind the larger interests of 
the people and work always with a 
sense of responsibility.” With this end 
in view, the Declaration further stated, 
“woiking journalists shall reflect faith¬ 
fully the urges and aspirations of the 
people, especially the underprivileged 
sections of society, who are fighting 
against vested interests, and shall 
report with understanding and sym¬ 
pathy their struggle for a better life.” 

Not very soul-stirring, perhaps, and 
not calculated even to restrain a 
journalist subscribing to it from being 
a champion of the existing economic 
and social order; but there has been 
nothing like it before. And a certain 
sting was to come at the end of the 
declaration. “Working journalists”, the 
declaration affirmed in conclusion, 
“shall work for a complete reorganisa¬ 
tion of the newspaper industry, so that 
the Press is brought closer to the 
people and made a fit instrument of 
.ocial change to which Parliament and 
the people are committed”. Brave 
words these, yet the object is clearly 
not one which working journalists can 
attain by themselves or without 'the 
support of others — particularly the 
Government. Will the Government 
be equal to the task? 



THE ECONOMY 


Emerging Shortages 

K Ramachandran 


AS a result of the industrial recession 
and the consequent surpluses in the 
supply of goods, the level of investment 
in industry has been low during the 
past four years. Industrial capacity has 
remained stagnant and the capacity 
under implementation is not large. At 
the same time, as the recession has gra¬ 
dually lilted, demand has been rising. 
Gradually a position of balance between 
supply and demand has been reached 
in the ease of many goods. 

It is evident that shortages arc being, 
or would be, keenly felt in .several sec¬ 
tors ol the economy — in some items, 
like steel, partly because of growing 
demand which has not been met by 
oulput from capacity already eslablish- 
ci-l, m some others, like paper and news¬ 
print, liecause of various other con¬ 
straints like lack of adequate expansion 
of capacity. 

Eviilcnts- of the shortages in many 
sectors is the sizeable proportion ot im¬ 
ports ol cmtain goods. As the Fourth 
Plan slates, “in 1908-69, 60 per cent 
ot finished ferlili.sers, 64 p<‘r cent of 
crude oil, 65 per cent of alloy ami spe¬ 
cial steel and 7 per cent of mild steel 
and 74 imt cent ol copper and 79 per 
cent ot newsprint were met by imports. 
Imports ot machinery and eoinpoiients 
amounted to Rs 516 crores and repre- 
si'iitr d about 30 i>er cent of the inachi- 
neiy requirements”. Though 1969-70 
witiips.sed .same drastic pruning of im¬ 
ports, particularly of fertilisers and ma¬ 
chinery and components, imports of 
othci items mentioned above generally 
showed a rise. According to the Fourth 
Plan, the projected growth ol income 
and investment over the ne,\'t decade 
"will increase the requirements ot mild 
and alloy .steel at the rate of 10 per 
cent per annum, machinery and equip¬ 
ment more than 10 per cent and petrol¬ 
eum pioduets 9 per cent . Tin donii- 
nanee ot these products in the econo¬ 
my and the lact that the considerable 
expansion planned in those, fields in the 
Fourth Plan is unlikely to come about 
(lr,ading to further imports) indicate 
again that .shortages will continue in 
some sectors. It prospective export op¬ 
portunities are also taken into account, 
,thi‘sc* shortages would he accentuated 
and domestic production in all these 
sectors will have to increase faster than 
the expected growth of internal demand. 

A review of the industrial sector indi¬ 


cates that shortage will be felt not only 
in certain eriicial basic industiies like 
powr-i, steel and alloy sterds, fertilisers 
and iioii-teiious metals like, aluminium 
and copper hut also in tractors, paper 
and newspiint, printing machinery, tele- 
commimication cables as well as in 
electronics items. Shortages of raw 
matciials for fertilisers like naphtha and 
some associaW'd petroleum products are 
also <'\pected to emerge in the longei 
run. 

Power 

Though eonsideiahle cajracity has 
been set iij) in the country for electrical 
eqmimiciil iiianiilactiirc, their future 
ojieiatioiis all' ilcpcndent to a large ex¬ 
tent on the level ot pow'cr generation 
and distrilmliini activities. Power gene¬ 
ration schemes III the last two five-year 
Plans have falh'ii hehii’.d schedule and 
in the last two sears al.so generating 
capacits has geiiei.»lly been below tai- 
gets. Though on the basis ol the Fourth 
Plan outlay ni this .sectoi, powei gene¬ 
ration capacity is expected to go up 
from the present 15 mn kW to 23 mn 
kW. available capacity on the basis of 
the progress made in various schemes 
is unlikely to reach the target level. In 
lact, the impact of the shortfall in 
power capacity due to various reasons 
is already being keenly felt in some of 
the norlhiTn States. 

Mild mid Alloy Steels 

As regal (Is steel, against an msl.illcd 
capacity oi 7 im tonnes of fiioslicd 
steel, the output was only about 5 mn 
tonnes m 1969-76 Ifimiaiid toi laigi^r 
supplies liimi mci industries and the 
need to make emergency imports show 
that in iclation tn rcijuiiciiiciils there 
alfc.idy exists a shortage ol .steel. Failure 
to utilise cajiacilx' already established in 
the puhln. sc.tor phmi.s, particularly 
Duigapiir, as also export commitments 
by both prim.iu and si^condary produ¬ 
cers aie exjic'. ted to result in a .short¬ 
fall ol arout. I 1.5 million tonnes steel 
by 197.3-7-1 \Miile steel capacity (in¬ 
cluding Ifok.oo) would h(' around 12 
millinn tonnes by 197.3-74, output on 
most optimistic estimates is expected to 
he only around 10 million tonnes and 
demand at around 11.5 million tomics. 
The shoillall will have to he met by 
imports. 


Alloy steel capacity in the country is 
at present 167,000 tonnes and output 
is 104.000 tonnes, current imports of 
only allox- steels (excluding low' carbon 
constructional steel and spring steel) are 
aiound .32,000 tonnes. Uiirgapur alloy 
steel is exjrceted to stej) up its capaci'y 
soon so that total capacity available by 
1975 would he ol the older of 213,000 
tonnes. Oiitimt is expected to he lower 
than eapacitx while demand is c.stimat- 
ed to be ol the older ol .350,000 tonnes. 

Aluminium and (iopjM’r 

While the growth of the aluminium 
industry in lecent yeais has been .signi¬ 
ficant, iiidieatioiis are that the market 
lor this product would he characterised 
by an excess of demand ovi'r supply 
in the ni^ai (ntiiie. Aluminium is the 
only non-leirolls metal ot which the 
country has large ore reserves. In view 
of this, the Government has .letivcly 
encouraged substitution oi othei metals 
(particularly copper m electiic cables) 
by aluiriiiimin. Alter a hiicf spell ot 
excess suirplx consccjiieiit upon the re¬ 
cession, aliuuimimi is again in short 
supply and imjrorts aic required to be 
made. An indication of the .scaicity of 
this mct.il is tlic prevailing unollicial 
jirenmnn on pi ices (th-spile the Govern¬ 
ment jiricc fieeze) and the long delivery 
irenods quoted by the rnaiuifactureis. 
As against an estimated demand of over 
300,000 tonnes in 1974, production is 
expected to he ol tin order of 250,000 
tonnes. 

Coppci output in the country is at 
piescnt onK 9,600 tonnes, this is ex¬ 
pected to he stepped up to 31,000 
loimcs 111 197.3-74. Ilowevci, demand 
lor eoppci, jrartic'Tilarly from the elec¬ 
trical imhistiy, has been increasing and 
icsoit to imports of this metal is ex- 
jiectcd to he made m significant quan¬ 
tities m Intiirc. 

I’crtilisrifi and Nayhlha 

In the case of fertilisers, at pre.scnt 
imjiorls amomit to 0.67 mn tonnes N 
and 0.09 nm tonnes I’^O,. There is no 
immediate shortage oi fertilisers in the 
market, paitlx heeaiise demand, after 
rising lapidK till 1967-68, has tended 
to slow down However, with good har¬ 
vests and gieatei aiea under improved 
v.'irir'tics. a shortage is likely to arise in 
the later yeais <>( the Fourth Plan. A 
huge part of the additional capacity 
cmientlx midei consideration was licen¬ 
sed only in 1969. Against the estimated 
ie(juiiement ol .3.2 mn tonnes N and 
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1,4 iiin totim-s I’.^O , the actual caixi- 
city in 1975-74 (on the l>asis of indi¬ 
cations uvailiilile in regard to proKicss 
made liy sonic ol the licensees) is cs- 
pecletl to !«• 2.0 nni tonnes N and 0 00 
inn tonnes P^O,. Thus, the eonntiv 
would have to depend on eontinoed 
impoits o( over i inn lonncs N and 
uhoiit 0.80 nin toinies l’„0,. 

Tlie cspeited shortlall in refinint; 
eapaeits will .ilso lesnlt in some .short- 
tall in siipiilics ol naphllia. the iikiiii 
laM niatcii.il loi icitiliscis Naphtha 
availaliilits in 107.5-74 is expceti'd to ho 
o( tile oidci oi 2 0.5 inn tonnes, provid¬ 
ed the lefineiv lapaeity leaches 26..5 nin 
tonnes in tlial \eai.. Na[)litha iec|iiiie- 
iiients loi pi’lioelicniicals is expected 

to increase to 847.000 tonnes in 1975- 
74 (not takiiiK into account the tno- 
posed Madias ))etiocheiiiic.il null) 
liinn tlic jiicsi III 20.5,000 tonnes. Net 
naplitlia .ivailainhis, on tins icekonim;. 
(or feitllisei use Mill lie oiilv 1.8 inn 
tonnes. Iliis in linn means that only 
1.0 mil lonncs N can he maimtaetiircd 
on the liasis ol naphtha loi exislmi’ 
piO|i'et.s .Old piojects iiiidei i onstrnetion. 
\dditioiial ii'(|iincniciits ol iiaphlli.i- 
liased leililiser pmiccls would call loi 
import ol anmioiii.i oi cii.ilioii ol .iddi- 
tiiinal icliiiinn i.ipacilv. 

S/iippinu iinil Kipii/imciit 

Sliippinii toiiii.u;c in liidi.i leaclied a 

h'vel ol .ihoiit 2 2 mil Hit in 1909-70, 
eateiniH to less than 20 per cent ol the 
ovciseas liadc The l''oiiilli I’l.rn laiip'ts 
place shipiiinH tonnai’c aioiind -5 1 inn 
tonnes I'll (isrliiilmH 0 1 mn Hit ol 
coastal lonnauc) foi calcriiiH to alioiil 
10 pci cent ol overseas trade. However, 
the loiiH dehveiv peiiod ipiotcd lor 
ships from almost all the shipyaids m 
the world niiKht lesiill m the tar"cf 
not heim' .i< hievcd, Similailv in ordei 
lo lalei to llw estimated mcieascs ni 
Hooils tiallic li\ lo.id, it was reckoned 
that the minilici ol tiiicks on the n.ad 
will need to bp increased from about 
501,000 III 1908-09 to about 170.000 
ill the last ve.ir of tli<’ Plan, the number 
of buses lioin H.5.00t) lo 11.5.000 anil 
other coiiiineii lal vehicles Iroiu •5.5,000 
to R5.000 llowevei, eoiisidei 111,11 the 
slow proHiess made ill iiieicasitiH the 
output ol eomnicriial vehicles ,md 
frneks, it seems iiiilikeK lh.it the esti¬ 
mated increase in Hoods tiallie will 
ixiiiie about. 

Triictor<t ittul SvooU'rs- 

At piesent, the pent-np dcinaiid lor 
tractois IS placed arouiul 90,000 nos 
(based on orders pending with the vari¬ 


ous State Agro-Industries Corporations). 
There are substantial premiiinis on most 
brands of tractors iimv made in India. 
Estimated imports ol tractors during the 
remaminK xisiis ol the Plan have bei-ii 
(ilaced aionrid 4.5,000 nos. On the basis 
ol .III estimated production of 60,000 
traitors in 197.5-74, the total unsatisfied 
demand is expected to continue at the 
present level Demand for tiaclois as 
well as lor spares w'ould, therelore, lar 
outstrip supply in the, liiture yi’ars. 

.Scxioters have been in short supply 
(01 the last ten years. The scooter is 
csscntialK a iniddle-cla.s.s means of 
li.insport and is necessary in moliissil 
towns where public transport is not 
developed The tioveiniiienl decision lo 
set up a imblie seetoi unit will take 4 
to 5 years to nu])lcment. In the mean¬ 
while, the (aiveiiiiiient should consider 
Hiving cspansio'ii licences to I'XistiiiH 
iii.iiiiilactmcrs on an emcrHciics basis 
to t.ikc caie ol the backloK ol dcin.iiid 
as well as the ficsh demand. 

.\llied lo the anticipated shoitaHcs in 
the tiacloi and scoolei iriihistrs is the 
shoitiall envis.iHed in automobile aiieil- 
laiics (piston .isseiiibK. (iiel injection 
equipment, cai buretlors. steeiing Rear, 
cti). AHanist .1 jnodnetion ol about 
Hs 90 doles III 1969 by the 01 H.iiii-ed 
scctoi ol this nidiistis, in teims ol ov'ci- 
all rcr|iiircniciits demand loi automobile 
.mcill.iiics .it the end ol the Eoiiith 
Phin IS estimated at uiound Ks 170 
cioies. In view of the large gaii that 
has to be tilled, the (ioveriinieiit has 
now invited piojiosals lioiii cnticjiie- 
iiciirs (loi setting iiji new units) contia- 
ry to its earlier decision to ban estab- 
lishnieiit ol new units. 

7’iJ/)C/ amt Maii-tmulc Fihu's 

Paper is a capital-intensive industry 
and It takes three lo loin years to set 
nj) a imlp-cum-pape.r plant. .No new 
iimt 111 the jiapei iiidiistiy is likelv lo 
come up m the next .5 <11 4 \ears E\- 
jiaiision [irogiammes ol the existing 
units are expected to iiuie.ise jiajiei 
pioduction liom the jiresciit level of 
760,000 tonnes to about 8.50.000 tonnes, 
tills would still leave a shortlall in sup¬ 
plies lo the extent of about 1.50.000 
tonnes b\ 1975-74. The caintal-intensive 
nature ol the mdiistiv and the long 
gestation jieriod inxolved suggest that 
pajier xvoiild cirntinne to be in short 
siippb for some time to dime m the 
near future. SiDiilarl>. iiew.spiint oiitirut 
of the order of J 65,000 tonnes envisag¬ 
ed by 197-5-74 is not likely to iiiatcria- 
lis«-, leading once again to ixiiitiimed 
large-scale imports ol newsprint. 


At present, there is an acute shortage 
(if man-made fibres, particularly nylon,, 
polyester and acrylics. This is reflectcAl 
in high local prices (compared to inter¬ 
national prices) and large-scale smug-* 
gling. The lidinces recently i.ssued will 
take .some time to be implemented and 
on the basis of progress made by 
units already licensed to produce 
nylon yarn, it is likely that a shortfall 
of about 5,000 tonnes will be apparent 
by 1973-74. 

Other Product'! 

Other sectors of the indii.stry where 
shortages are likely to occur are elei'tro- 
'.iic eijuipiiient, rutting tools and hand 
bails, synthetic rubber, ball and roller 
bearings and industrial machinery f<ii 
processing plastics and rubber. 

Electronics is an internationally-re¬ 
cognised growth industry and the anti¬ 
cipated .shortage in electronic equip¬ 
ment requirements by 1973-74 is placed 
around Rs 49 crores: it is necessyiy 
that the Government encourages rapid 
growth of this indu.stry in both quanti¬ 
tative and technological terms. 

The growth in plastic iiidii.stry a- 
also in tyres and tubes calfs for subs¬ 
tantial addition of eapaeitv lor pioci s- 
snig eqiiipiiient. Only .1 sin.ill lioituio 
of the required equipment is maniilac- 
tiircd in the diimtry now. The devcloj')- 
ineiil of the industrial maehiiieiy sec- 
tur i.x also expected lo lesiilt m eoiisi- 
derable demand for entting tools .mil 
hand tools, the developiiient ol w’hich 
needs to 1h‘ accelerated. 

Other shortages aie likelv lo be in 
ball and rollei bearings (estuii.ited lo be 
over one inillioii niinibeis by 1975-74) 
and synthetic nibher; these aie rel.llive 
lo the .additional reijuirements of the 
automobile and tractor induslries and 
the tyre industry, indicating the need 
to build up production lacilities not 
only in main products but also in 
related products. 

The main reasun tor the emerging 
shortages is the lagging of capacity 
behind demand, induced partly by the 
.slow-down in investment after the re- 
cessioii. These shortages are likely to be 
accentuated during the next two j'ears 
as there is little capacity in the iripeline 
today. In some Cases like paper, it 
would be possible to adopt crash pro¬ 
grammes so as to stretch output out of 
existing capacity. In tlic case of others 
like scooters, , decisions on licensing 
might be needed. In still others, tempo¬ 
rary imports would be necessary to avoid, 
the price-consequences of .shortages. 
The Government has to plan remedial 
action on a selective basis right at this 
stage. 
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A Broad-Spectrum View 

S Patwardhan 

Maharashtra: Land and Its People by Iravati Karve; Directorate of 
Government Printing, Stationery and Publications, Maharashtra State, 
(Maharashtra State Gazetteers General Scries): pp viii + 201; Rs 4. 

THIS book by the late Iravati Karve was 


loiimii.ssiotieil by the editor of the 
Maharashtra Gazetteers. Iravati Karve 
was no doubt the most suitable person 
to undertake this task; she knew the 
land, language, customs and manners of 
the people of Maharashtra intimately 
One of her earlier books deals with the 
antluoponiidnc nieasiu'enients of Maha- 
ia.slUi.t. She had written a book in Ma'a- 
thi on Marathi culture. This can be 
said to be her lust triajor pnbh.shcd work 
alter “Kinship Organisation in India”. 

liavjti Kaive deals with Maharashtra 
as a eultiiral and linguistic aiea. A cul- 
tmal legion is .studied in tennis of space 
and time dimensions. The author Icxik.s 
upon a ciiltiiH- or a sub-culture as a 
product of cultuial accretion. Cultural 
accretion involves a process of time. In 
tins .sense, time is historical. Time af- 
lect.s spatial anuiigement of .stiuctuie.s 
at a given point in time. Oigariisatiun 
of space refers to the contemporary ar- 
langemciit ol mstitutioii.s and slinctuies. 
Tile qniility anil quantity ol an organi¬ 
sation gets changed willi population 
piessnre and siieial activities. Though 
this aspect has not been theoretical'y 
dealt with m detail by the author, this 
IS iiiiplied III the arrangement and treat¬ 
ment of the material m the hook. Two 
tactors are implied and they are the 
pioeess ol cultmal accretion over time 
and oiganisation of space on the one 
hand and the co-existence ol a multi¬ 
plicity ol hchavioural patti'riis on tlie 
other. 

No DlMINt.1 CUI.I-UBAI. Ft VIOIIES 

The hook is divided into eight chap¬ 
ters and covers a wide range of subjects 
about the sub-cultural region of Maha¬ 
rashtra — from the physical leatures ol 
its land and people to family, religion, 
.social organisation, etc. Maharashtra is 
divided into six sub-regions, viz, Koii- 
kan, Southern Krishna and Bhima Val¬ 
leys, Khandesh-Tapi Valley, Godavari 
Valley, Puma Valley and Vardha-Vain- 
ganga Valley. 

The first chapter discusses the main 
eulturaj and linguistic features of the 
people of Maharashtra. People of the 
Sanskritic, Dravidian and Mundari re¬ 


gions have mingled to make the cnlfii- 
ral stieain ol India. They are the South¬ 
ern eontiiiii.ition ol the Central Asiatic 
Pastoial peojilc. the North-West pr< sec¬ 
tion of Soiith-ICiist and Pacific islands, 
and Westi'in continuation ol the pioto- 
Moiigoloiil jicoplc Irom Hiirnia. .Sikkim 
and othci legions lespectiveb. It is 
pointed lint l)\ liavati Kaive that svhile 
talking about Maharashtra as a linguis¬ 
tic legion, il cannot be said that distinct 
laeial elements have brought about dis- 
tiriel cultural leatnie.s. 

M.iliai.isbtia Stale comprises 118,280 
.si| miles, whieli is oiie-tentb the area ol 
India, and its population is .'I9..'5.'52,T18 
which IS one-eleveiilh of India’s impn- 
lation. Tile racial and physical eompo 
sition ol Its people .shows no tiiic's of 
Negroid oi Mongoloid elements l.ike 
the ii'st ol IikIm except thi- Noltli-FasI 
CIO Si'ction, the Jiopulatioii belongs to 
the Eliiiopoid stock F.xcept for 10 pet 
eeiil of the popuhition which lias light 
gieeinsh brown exes, the lest have vi'i\ 
d.iik brown exes Thq head loimation 
IS doixelioeepli.ilie anil mesaehoe'.pli.ihe 
III the lest oi the ehaptei llie soei.il 
and plixsieal lealiiies ol the vaiioiis 
easles. iiieliiilmg llie tlihes ol the le 
gioii. are meiitioneil hrieflx. 

Ill the thud chapter the aiitlioi dis- 
eiisses the dxii.islii' liistorx ol the legion 
anil also cliviiles the legion into sub¬ 
regions on the basis of dialects. Foi los- 
tanee, in the Kliandesh ana the Aliiiani 
dialect is spoken. The Koiikaiii ili.ileil 
IS spoken in Tlianu, Kiilaha and Konkaii 
areas. The language is poinilarlx known 
as Marathi. In Goa, however, there is 
a tendency to lali it a sepiuali' dialect 
111 leieiil limes The Varliaili ilialial is 
spoken in Heiar anil Nagpni wliile m 
the Soiithei'n Kn.slina V.dli x, Kolhaimn 
is a popular dialect. Kolhapuii had Iroin 
an early peri-id in the histoij of Maha 
rashtra become the literary language 
and had therefore influenced the dia¬ 
lects of other regions as well. From a 
general study of village names, Kaivc 
Iioints out the ilistinctioiis and iiiteiilla¬ 
tions between the sub-regions, and con¬ 
cludes that many ol the sullixes are 
.Sanskritic hi origin and (hat the Eastern 
settlement is older, liased on the gene¬ 
ral principle that Prakritic names gene¬ 


rally antedate piiielx Sunskritie names. 

Discussing hiiefly the nature of caste 
eoinpo.sition m tlie early peiiod, the au- 
thoi points out that the people of Mah.i 
lashira were maiiilx agiienitiiiisis. .-Vt 
the liegimiing of the eeiitnrv, 70 pei 
cent ol the iieople w-ere loud pioem ’is, 
ahiuil 8 per cent piK’sts, 8 per cent fe.i- 
ilal loitls. 10 to 12 per cent artisans, 4 
])er cent traders anil a few others who 
were not ailjnsted to the agricultural 
set-np. The Kmiliis anil Maiathas xvere 
iigiieiiltmists, I'liiels and xvariioKS. Ac- 
eotiliiig to 1001 Census, 71.0 per cent 
of the jieople xxeie eiigageil in agiiciil- 
tuii‘. The shill liom agiieiiltnre over the 
last no xeais is negligible because the 
1961 Census shows 69.8 pci cent of the 
people mgagi'il in ■igricoltme, 

Covi EiT Disi Annul) 

The charaeteiisties oi jilti or caste 
aeeoriling to Karve, are endogamy, 
hereditary work spread over a contigu¬ 
ous small area, mtei-eonneeteil oeenpa- 
tioiis ol Miemheis and laiik relative to 
siniilai gionps. The pimeijile of endo- 
gamx lias not ehaiiged. .'\s regards the 
occupation of contiguous territory this 
still holds true for some portion of each 
lasli-, like till' Kaihadu Kiahmios. the 
Gliitp.ivan Biahmiiis and the Koiikan 
Kunbis: hereditary specialisation is no 
loiigei hmiling line to widespread mig- 
lation and loh oppoitiiiiities The vania 
loiieept IS said to he very neailx- dis- 
laided The Blahmins have gone into 
.seiviii-s and other oeciipatioiis and Ma- 
latlias who w'eii- not eiigageil in agri- 
eiiltore h.ive lollowed .suit Koi iiistani-e 
ill J'haltaii. less than 0.5 pei cent of 
the Ifialimms an- engaged m heri-ilitaiy 
oi'i'iipatioiis. \itisaiis like potters, xxea- 
vers, etc. continue to do their heredi¬ 
tary w.irk Among the ex-untouchables, 
only Hhangis are engaged in their tiadi- 
tioiial oeeupatioii. Maluirs who are the 
most iiumeioiis and impoitant among 
the seliediileil tastes have migrated to 
towns anil i-itii-s .and from the hulk of 
till milu.stii.il luhoiir. Ranking depenils 
today lull on ritual eiiteiuni hut on the 
■letiial lank in the position held liy a 
jieison in the political, ailimnistrative or 
.ii-adeiiiii fields. Status gets affeeled iiv 
eeooomie .status lather than caste. 

There are three areas where rariia 
and caste or jati continue to play a 
significant part still. These are, first, 
when an individual tries to .strengthen 
Ills political or social position with the 
help ol his kin oi easte-gronp-, secohd, 
xvfien caste rivalries and identttfts trime 
to the lore during electiilti- rampalgn.*!; 
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and third, when iireiercntial treatment 
is i^iveii as in the ease uf scheduled 
castes. The political lever which caste 
Kives an individual is a new factor 
which has led to the stiengthenmg of 
caste feeling. According to Karve, the 
ultimate breakdown of caste-gioujis can 
only ceaiu' about through the fr<‘e inter¬ 
change oi women thiough inarnage. be¬ 
tween castes. 

Organisation ol space is looked at in 
terms of the ecological paltein. An eco¬ 
logical legion IS based on the type of 
agriciiltiiial and hoiticiiltuial activities 
that take place in the region, the type 
of teirain, whether mountainous, hilly or 
pluiii-lund. One finds in these regions, 
tribals, semi-primitives and the peasants. 
Iiki- the Wahli, Koli, Bhil, Kunbi and 
Maratha farmers. A typicaf plateau vil¬ 
lage lias a nestalt, an etiios of its own. 
Each village has two communication 
systems, one internal, represented by 
winding lanes, and llie otlier external, 
eoimeetiiig ofbei villages thiough foot¬ 
paths OI loads. 

Reguidmg soiial bieiaieby, the author 
diseusses the stiiieture m eailicr times 
and jxiiiits out that today tfie ]>aluta, 
known as the j/ijniuiii system in the 
Nortli. IS no longer ,m opi’iativc one. 
The futans —jiieees ol agiienihiral land 
given by the village for services render- 
<•(1 ami heieditanls owikmI h\ iniportaiit 
halutedar-i like the f’atil, Kiilkarni .md 
Mahar — have been abolished. The 
mam changes m the village system have 
been due to the growing cities, popula¬ 
tion growth and the operation of the 
‘push’ factor in migration. This has led 
a large number of people to towns and 
cities such as Kolhapur. Sangli, Phaltan, 
Walchandnagar and Jalgaon. The Brah¬ 
mins and Kayasthas as a group are 
disappeaiing from the villages. 

Nfahaiashtra as a whole has the high¬ 
est percentage ol iiihaii jxiimlution in 

India, VIZ, 28.22. Twenty-three new 
towns h.ive been niuiiierati'd in the 
1901 Census. Within Mahaiaslitra, 
Western Muhar.ishtra is the most ur¬ 
banised region and has 38.4 per cent 
iiih.ni popiilution. This ph<‘tiomenal in¬ 
crease IS due to the technological deve¬ 
lopment ol this legion with Bombay as 
Its industrial ci'ntre, improvement in 
coinnninieatioiis and the estahlishninit 
of hydro-electric power stations. 

Mahal ashtr.i is a I'lilture contact area. 
Kinship hchavioin .uid mairiage pat¬ 
terns show a fusion of Noithcm and 
Soiithciii Iciitiircs. DctaiLs arc given re¬ 
garding those features which are com¬ 
mon to the South, like kinship ternis« 
nicknames, etc. There is no indication 
of an increase in iiiter-castc marriages. 


From a study of 5,181 marriages in 
Poona city and the surrounding taluka 
towns in 19.55-.56, it was found that 
only 3.6 pet cent (186) marriages were 
intcr-castc and .07 per cent were inter- 
religions. Prejudice against widow-re¬ 
marriage continues. The lateral type of 
joint family is rare and joiiitncss and 
non-jointness represent different phases 
in time of one and the same family. The 
family pattern has not changed much 
because it is still a unit which depends 
on co-operative- work, iniitnal gain and 
seeiiiity. Unless some new principle of 
social security like pensions comes into 
existence, the linielions of joint family 
will eontiime. A fnndaiiicntal change m 
the family is, however, like.ly to come 
about clue to the ne w law of inheii- 
tance which allows widows and daugh- 
te-is to have lights in property. 

The religious life of the people of 
Muhuiashlia consists of worsliip of 
(iods, veneration of holy men who have 
l>een the founders of new sects, as well 
as holy men who do not belong to any 
sect. Mother Goddesses come first in the 
hierarchv ol deities worshipped lollow- 
ed by Shiva and Khaiieloba. The loiirtli 
jiopnl.ir eleite is Vilhoha oi Pandarpur. 
The most popular kuldeivattas (family 
Gods) aie Khaiieloba, Mother Godele’.s.ses 
like Janai, Manai, Lakshmai, and Mariai; 
and Shiva in one form or tlx- other in- 
elijclmg his meariiatiiiiis oi creations like 
[\eitiha, Bhaii.iva and otlieis. 

llivisivK Forces 

In the- last eliajile-i the: anthoi high¬ 
lights the inoeess ol iniifieatioii .mel the 
divisive loiees tluit ale' opeiative in 
Maharashtra. While one language, one 
eultiire aiiel the- new-louiul linguistic 
jratriotism aie tlx- mo.st sigmfie-ant fac¬ 
tors making for fusion, the fission forces 
aie many. There is the conflict of inte- 
lests between the sub-regions of Maha¬ 
rashtra— Maralhwaela, Vielaihha, and 
Western Mahaiaslitra. The- old tensions 
have appeared in new forms and arc ex- 
pre.ssed in a demand for greater allo¬ 
cation of re-.sonie'i-s and hrrgcr shares 
in the power processes. The Shiv Sena 
inovenx-nt has i-me-rgcel bee-anse- a majo¬ 
rity of local pe-ople after having acejuir- 
ed political jiower want to have legiti¬ 
mate and aele-e|nali- .sliare in eexmomic 
power and in joli.s in the; industrial 
cities, e-spi-eially Bombay. .\ssociate^ 
with this IS the suspicion .-niel distrust 
of the people- fioin the- other States who 
are holding posts Ixith at highci and 
lower echelons of the job hierarchy. 
The problem of insee-nrit>' faced by the 
non-Marathi sjx'aking minorities is an- 
otlie-r locus ot exmflict. This prolilein of 


making the minorities feel secnire is a 
problem common to all the States in the 
country. 

A shift from caste to class society has 
not taken place. One finds exi-existencc* 
of caste and class elements in the social 
system. The broad category of 35 per 
cent of the Marathi speaking people 
form the middle dass. The Brahmins 
have become the urban middle class, 
the former untouchables have become 
wage-earners in urban centres and arti¬ 
sans are taking a mid-path between 
middle class and wage-earners. The re¬ 
maining 65 per cent of the population 
is comi>osed of peasant castes. Domi¬ 
nant among them are the Maratha Kun- 
bis who hold positions of power in the 
Government and other structures of 
iwwer. According to the author the pre¬ 
sent dominant caste in Maharashtra 
continues to be obsessed by an image 
of its former role as rulers and tliis 
perhaps needs a new reorientation. Thus 
on the one side there are the urlianised 
[Mxjplc and on the other iiiral peasant 
communities. Between the two is the 
middle class comprising the professional 
ixipulation drawn from ail cast(-s. 

'The value of this Ixxik lies in the 
mine of material rsrntained in it and 
in the broad general perspective it has. 
There is a good description ot the ri-- 
ginns. The approach is anthropological 
and indological supported by einx^irical 
material wherever available. One wishes 
that the general observations were .siip- 
imited by more data; that thi-rc were 
more description and analysis ot '.ntcr- 
group relations. Changing ixittcrns ol 
family are also not very clearly analys¬ 
ed. It would have been of immense 
value if there were an analysis oi the 
changing political procc.sses and inte¬ 
rests in present-day Maharashtra as ope¬ 
rating in the Iegi.s1ative assemblies, 
Zilla Parishads and in the new power 
pockets of the co-operatives i-n the 
.sugar-belt. 

The editors of the book should have 
paid a little mure attention to the foot¬ 
notes and bibliography. Errors like the 
lack of citation of reference where tlie 
author is mentioned, absence of a .sepa¬ 
rate section for Marathi source materi¬ 
als, and some titles of books in Roman 
print instead of being italicised are cases 
in point. The utility ot the book lies in 
the vast .sociological knowledge and 
background it provides to researchers. 
For those laymen and general readers, 
both Maharashtrians and other, who arc 
curious and aiuious to gain reliable 
knowledge about Maharashtra, it gives 
a broad-spectrum view of its culture and 
problems. 
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Emergence and Eclipse of Muslim 
Majlis-e-Mushawarat 


Zahccr Masood Quraishi 

While the serious communal riots in 1964 were the immediate provocation for the formation of the 
Majlis-e-Miishawarat that year, from the outset some Muslim leaders had their eyes on the 1967 fieneral 
elections which they wanted to influence by means of concerted action on the part of the community. Un¬ 
like earlier Muslim organisations which participated in politics directly, the Majlis sought to influence 
policy-making indirectly by extending its support to individual candidates from various political parties in 
consideration of their personal outlook and sympathies for the Muslim community. 

The Majlis was also unique in that it did not seek separate representation for the Muslims but called 
upon Muslims and Hindus to participate in national progress side by side. 

The performance of the Majlis in the 1967 elections was not spectacular in terms of the number of 
Majlis-backed legislators elected, but it did succeed in weaning away north Indian Muslim voters from 
voting for the Congress as they usually had aver since Independence. 

Its record in influencing the Central and State governments was dismal and this, ivith other crises, 
led to its transformation into a federation of Muslim associations in 1968. 


IN a cleiiiociac\, it is not only a lcL;i- 
timaU' ri^lit ot a gioup with common 
inteiests to promutc organistd political 
action lint also a necessary part of 
rtiose numeioiis political pioecsses 
which eoniimse the (lemoeiatic system ' 
As India is a land o| minorities — caste, 
liiigiiiitie, cultiiial and religious •— no 
single gioup is in a iiosition to delei • 
niiiie the destiny ol the entire nation, 
nor is theie a stahle eonilnnation ol 
nniionties that can inaintain a deei-.i\i“ 
Idle ovei a long iieiiod ol time,- Tlieie 
is no douht that with the introduction 
ol univeisal siiHrage and decenti.dised 
institutions ol powei, religious com- 
nmiiities have acciuired jiolitic.il weap¬ 
ons 111 then eonlliels and voting Ix'ha- 
vioiir tends, at times, to lollow eoni- 
muiurl loyalties. In a sense, cominnn.il 
consciousness has been sharpened, ol- 
ten al the exiiense ol national eonseioiis- 
iiess. But due to the hnilt-in safe- 
giiaids III the constitution.il .striietine 
and composition ol tlie nation, India 
has come to be a “polvaichal deino- 
eracy”-' in which thi‘ deeision-making 
(iiajority consists ol a kaleidoscopic 
configuration of minoiities. The iioten- 
tial lor vaiied permutations and com¬ 
binations constitutes the peispeelive ot 
pressure politics in liirlia. 

The establislnnent of the All-India 
Muslim Majlis-e-Miisliawarat on August 
9, 1964 in ordiT to aiticulate Muslim 
‘interests' fits into this gcme.ral iiattern.'* 
The immediate provocation was com¬ 
munal riots in Calcutta, Jamshedpur, 
Rourkela and Jabalpur, but Irom the 


oiil.set Muslim leaders had their 
e\es on the loiirlh gencial elections 
which they wanted to influence by 
nii'ans nl coni cited action on the pail 
ol the eoininnmls. Whatever the olhei 
Innetions ol .1 piessnre gionj) of this 
kind, the Mailis inlendi'd to infliien.e 
the iiolihe.il lieh.ivioui ol Muslims in a 
bid to obt.iin a parliament and legisla¬ 
tive assemblies mine lavoiir.iblv dis 
posed to wh.it it ionsidiMed to lie tin 
Mnsinii inteiesls Uiiliki' iMiiiei Mils- 
Inn ni g.mis.il ions, whith Jl.lilieip.iled in 
polities diiectb, the M.i|lis songhi to 
nifliieiice polies-making mdireellv li\ 
estending its snpiioil to iiiilividiial (.in 
did.lles lielonging to difleient liolilieal 
li.iities III coiisideiation of then perso- 
ii.il onllook and sMiipalliies foi tin 
Mnslini eomnmnitx. 

OiNi u.iiH s'liri\ or Mi'si i.\i Ocimon 

Apait lioill a bw independent mind¬ 
ed Muslims, the M.iilis eomimsed three 
m,i|oi segments ol Muslim iiolilieal ojii- 
nion. I’eihajis lli- most dyn.imie .ser- 
tioii was repiesented by those who 
loinied tin* b.ickbone ol the ,'\I1-Iiidia 
Muslim l.e.igne jiiioi to T’aitition. The 
League having exhausted its lole altei 
its demand foi P.ikistan was eonceded, 
had no raison d etie in India. Although 
1 considerable seition of its leadeiship 
lad migr.ited to I’.ikistan, theie wete 
(jiiite a lew ol the .second echelon who 
stax'cd on loi one ii-ason or anothi'r. 
The ma)or somee ol stieiigth of the 
Muslim League, the Uidu-s))eaking 
Muslims of •lortliern India, could not 


and did not inigi.il, to the new country 
in tolo. The fin.al meeting of the All- 
Iiidi.i Muslim I.e.igiie, held in Kai.ichi 
in 1917. del ided to liiliiu ate the party 
and iieinutted i .leli unit to evolve its 
own liiliire piogiainme and sliategy. 
\s no one ill ninth liidi.i was iirep.iretl 
to take up the task ol oiganising tlio 
p.uls ill India, the eonveiior for thcr 
liiih.in unit ssas Miihamin.id Ismail of 
M.nil.IS. Mill cover, while the activities 
.111(1 ol g,nils,it ion 111 the League weia 
h()iiidate(l in the iioilh. it siiix'iveil irr 
south Iiiih.i will'll its ^xililiial context 
w .IS dilleieiit ’ Us le.ideis and siipixiit- 
eis III the iioitli soiiglit jiiihtical asylum 
III dilloeiil politic.il Jl.iities inehidiiig 
till Indian N.itiini.il (iongiess. Despite 
the tact th.it the\ loniiil themselves in 
this liiistialing sitiiatiiin as a logical 
e(iiisei|iieiiec il thin own ideology and 
.iitivities, lew e.iied to ve-e\.iiiiine tfieir 
liiiid.unenl.il premises and, eonser|iient- 
b. to tr\ to reckon with the emerging 
li.ittein III polities It Is this former 
elientele ol the League which finally 
tinned to the Majlis and piovided it 
with ,i lii.iss ]i(ilitle,ll base. 

The ideologii ally oiieiited and well- 
(hseiplined J.nii,i.il-e-lsl.imi conti ibutcrl 
.1 sense ol eontiiil and direction to the 
Ma)lis. Beloie [ndependence, the 
laniaat consisted ol a handful of per¬ 
sons and was opposeil to the dem.intJ 
liii I’akistuTi on ihr- ground that the 
idea ol a territorial state is alien to 
Islam and that this kind of demand 
would humiiei the establishment of uni¬ 
versal divine riih'.® Aftei Partition, its 
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activitic.s remained rigorously ideologi¬ 
cal and its political liase as narrow as 
cv<’r, l)ut its leaders came to acrjuire 
some inilucnc*! among illiterate and 
conservative pttople because j)f their os¬ 
tensible Puritanism. .Since 1947 it lias 
also been able to cieate a broader cli- ■ 
cntele among young tnen. The coin- 
tminal riots, economic difliciilties of 
Muslims, clforts to relorm tbc Muslim 
social striictiiie and icsr'ntment against 
the growing moral laxity of Ibe new 
generation, all eombiiied to enhance its 
appeal ^ 

The third csiniponent of the Majlis 
was a group of political leaders asso¬ 
ciated with the Indian National Con- 
giess ('illier directly oi thioiigli mem- 
ber.sbip of a front organisation, the 
.Iamiatiil-Ulania-<'-I lind, Hasically con¬ 
servative, these Muslims were original¬ 
ly attracted to the nationalist niove- 
iiient by the call for Khilafat lestoia- 
lion," Tlioiigh well-meaning and patii- 
olic to the core, they had no vivid con¬ 
cept of a future jiluralistio society in 
India. After Independi-ncf’, they enjoyed 
csmsidciahle influence on the decision- 
niaking piocisses ni the (aingrr'ss and 
the ('.ovenimeiil through personal ton- 
taefs with high-ranking leadeis, which 
was nnl possible .liter death lemoved 
many of their eln.se non-Miisliin asso¬ 
ciates as well as theii own slalwaits. 
The Ml islim masses had respected them 
fur their iutr-gritv and political influ¬ 
ence on the state maelimery hut had 
nevei lelt one with tlieaii. 'Ilieii paiti- 
cipatioii in the M.ijlis was partly due 
to then own eageiiiess to lecaptiiie tlie 
lost jiosilion of influeme on the Cov- 
ernment and jiartlv due to the desiie on 
the part ol the other components of the 
Majits to ue(|uire imnmnity liom sus¬ 
picion and hostility as a lesult of tlie 
political hotia fidfi of the Jamiatul- 
Uluiiia components. 

Tims, the Majlis appealed as an cin- 
hodiineiit ol the political fiustialion 
which the Muslim leadcr.shiji had acen- 
tmilaled in the eouisc of the last two 
decades It revived the political out¬ 
look of the Muslim League that had 
been sufloeatx-d all the.se yeans. The 
organisation.il skill and ideological m.m- 
ncnvrahilits ol the ,lamaat-e-Islami rc- 
iiivigorated its style and temjro while 
the nationalists, who had lonncrly ex¬ 
pected that the Congress party woidd 
transform traditional Indian societ>' into 
a pluralistic one without, however, 
bringing about change.s m the tradi¬ 
tional lite ot Indian Muslims, providi-d 
it the profeelive umbrella. They weie 
joined h>- those independent Muslims 
who had for long felt the desperate 


nerd of the community to have lead- 
<Tship in order to avert the prospective 
loss of identity in the wake of industrial 
progri’ss, larg<--scalc urbanisation and 
plebeian democracy. 

This, however, does not imply that 
the Majlis symbolised a harmonious 
amalgamation of Muslim political ojii- 
iiion, giving birth to a new electoral 
force which had to be ri'ck- 
oiied with in eliciting Muslim vote's. 
Despite the skilful organising hand of 
the Jamaat-e-lslaini, the Majlis’ organi¬ 
sation tended to he rather loose aial 
provided W'ide scope for a variety of 
ojiinions to co-exist as well as for seri¬ 
ous eonllicts to ari.sc. In fact, the 
|arnaat-<'-Islami was ideologically averse 
to electoral politics® and proposed to 
use the Majlis as a front organisation on 
a more oi Ic.ss enduring basis. Though 
keenly interested in the outcome of its 
electoral policy the Jamaat expressed 
its official dissociation with electoral ac- 
tivitii's.’" The nationalist Muslims had, 
ior obvious leasons, a soft corner for 
lliose riiimeroiis Hindu Congressmen, 
vshose synijiathics for the lot of the 
Muslim eominiinity were well known 
and could he depended upon. Tlie 
League old-giiards, however, were 
most opposed to the Congress candi¬ 
dates and would have liked to defeat 
thrill wlieiever possible. 

'I’llANSKOnMAIION OF Anin'i)!'. 

Theie are two ways in which the cs- 
tahlishment of the Majlis matked a de- 
partnri' from earlier Muslim jiolitical 
nuiveraents. One was the very idea of 
lonmmg a prcssnic group as an inte¬ 
gral part of the constitutional framo- 
woik. Although the largest single ini- 
noritv in tlie subcontinent, Indian 
Muslims liad lung suffered from an 
ucnti' sense of their minority status.’® 
Fighting she of confronting the Con¬ 
gress’ nationalist inove.incnt at a non¬ 
sectarian political level, hecausi' they 
imagined it to he the representative of 
a sol ill Hindu majority, they had sought 
lefuge under the two-nation theory and 
demanded separate electorates and Pak¬ 
istan.’-'’ The Majlis, on the other hand, 
decided to ojicrate at the level of poli¬ 
tical eflort at which power is shared on 
the basis of ‘one man, one vote'. In¬ 
stead of augmenting distrust against 
democratic institutions, political jiarlies 
and electorates, which were predomi¬ 
nantly non-Muslim, the Majlis leader- 
sliip took for granted the normal de¬ 
mocratic processes and decided to pro¬ 
mote Muslim interests through existing 
Iiolitical modes. In this rcsiiect it is not 
surprising that the People’s Manifesto, 


adopted by the Majlis on July 22, 
1966 called upon Muslims to give up 
the profession of futile protests and 
publicity of miseries and “try to regain 
the lost energies and strive for a chantje 
in the prevailing conditions’’. It was 
realised that the right to vote was both 
sacred and precious and that voters 
have as much of a right to formulate 
their demands as t’olitical parties have 
to issue election manifestoes.’* This 
w'as no less than a revolutionary trans- 
lurmutioii in that Muslims, as a com- 
muiiitj. accepted fur the first time, 
nurnis uf political behaviour which were 
liilly consistent with the pluralistic 
character of the Indian imlitical sys¬ 
tem.’-’ 

The second transformation was in the 
manner of iorniiilatirig demands and 
defining uhjr'clives. Tile inaugural con- 
fereiiie iil the All-India Muslim Majlis- 
e-Miishawaiat held in I.ueknow on Au¬ 
gust 9, 1964 adopted a resolution en¬ 
titled, ‘ The National Integration’’. The 
lesolution, which laid out the ideologi¬ 
cal foimilatiim for the political act’vi- 
tics of the Majlis, did not demand .se- 
pai.ite representation or reservation of 
seats in legislatures anti services. In¬ 
stead, it ciilled upon Hindus and Mus¬ 
lims to jiaitieipate in national progress 
side by side. The grievances of Mus¬ 
lims weie stated in the resolution in a 
lone w'hieh was inaikedK tlifferent from 
till- ntteranet-s ol earlier Muslim orga¬ 
nisations and loaders: 

Although it was the ie.sponsibility 
ol majoritv that it should have won 
the eoiifideiiee ol minorities and 
sympathised with tliom, unfortunate¬ 
ly a comiderablc. spction of majority 
expresses its lack oi confidence in 
Muslim nnnmity on untenable 
giounds. Therelorc, it is all the more 
necessary ior Muslims to remove 
Ixviplrss nUxiindcrstatulings and com- 
/itoiiil.s ol that section of majority so 
that the Utloopd motherland may 
obtain jreaee and tranquillity and may 
proceed by leaps and hounds on the 
mad to piogiess.”* (Italics by author). 

The same line of argument was 
adopted in the People’s Manifesto. It 
not only invoked the Quran but also 
drew attention to “the existing lacuna 
of leadership” devoted to the country, 
and pleaded for Muslim political arti¬ 
culation with a view to serving a broad 
national purpose. It defined that pur¬ 
pose with a sense of commitment to 
overall national development. Apart 
from raising the status of Muslims from 
“virtually second class citizenship” to 
that of “equal partners in the govern¬ 
ance of this country”, the Manifesto 
called upon the community to “heal the 
wounded hearts of the millions of suf- 
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fering humanity in this country” and to 
take steps for restoring the spirit of . 
mutual confidence and understanding 
between majority and minority com¬ 
munities.’’ Humanistic appeals of this 
kind, however circumscribed they 
might be due to the actual state of 
mind of Muslims and non-Muslims 
alike, indicated a new direction. They 
at least suggested that the Muslim 
leadership was shedding its parochial 
appeal and no longer formulating de¬ 
mands in a manner that tended to iso¬ 
late the community from the main 
current of national life, thus breeding 
suspicion in the rest of the nation. 
Whatever the immediate outcome, it 
indicated a prolound change' in the 
community's manner of thinking. 

The same spirit is found in the nine 
points contained in the Manifesto. It 
demanded, first of all, reform of the 
educational system, so as to emphasise 
moral education and discipline as the 
cardinal principle of the projected 
reforms. But apparently the Majlis was 
more concerned with reforms in the 
text-books which had, on the whole, 
failed to harmonise relations between 
communities.** It seemed to be 
justified in arguing that the history 
'text-books in particular had totally 
failed in this respect. One point, how¬ 
ever, was not made clear about this 
demand; although the term ‘.-ecular’ 
was used, one does not know whether 
the Majlis meant that a leal secular 
(scientific) education was to be intro¬ 
duced or that the present tendentious 
I'ooks weic to lie icpiaccd liy 
ones that would gratify the Majlis 
leadership.'* The fact of the matter is 
that in India an emphasis on moral 
education has religious consequences 
because the individual conscience is 
heavily laden with religion."" 

The Manifesto criticised the ‘first- 
past-the-post’ system of elections with 
single-member constituencies on the 
ground that it failed to reflect the real 
configuration of public opinion. It, 
therefore, demanded the introduction 
of proportional representation .so that 
minorities might be propeily represented 
in the legislative bodies. It is note¬ 
worthy that no case was put forward 
for separate electorati.s or reservation 
of seats. The demand for proportional 
representation is typical of political 
minorities and almost all the non-Con- 
gress parties had demanded it at one 
stage or the other because they had 
failed to secure seats in proportion to 
the size of their vote.s.** 

This was followed by a discussion of 
what the Manifesto called the “wel¬ 


fare character” of the state. The 
demand included social security for the 
disabled and handicapped, free educa¬ 
tion at all stages, tull employment and 
unemployment allowances, shelter for 
thtr needy, tree medical service and 
compensation to accident victims. Apart 
from the socialistic jargon current in 
the country these days and the moral 
overtone which a movement of this 
kind 1 .S likely to adopt, there were two 
points of special interest. The Mani¬ 
festo demanded that the branding of 
an Indian citizen as anti-national should 
be declared a cognisable offence under 
law and that the state .should pay com¬ 
pensation in case it failed to protect 
ihc life and property of a citizen. The 
two demands were related to the events 
surrounding communal riots where the 
Government had escaped its responsi¬ 
bility by attributing these riots to 
social forces operating in the country 
and which it claimed were beyond its 
control. Curiously enough, the exam¬ 
ples cited by the Manifesto to substan¬ 
tiate these two demands were drawn 
from France, Bulgaria, Saudi Arabia 
and Kuwait. 

I’laisoNAi. Law 

Further, the Manifesto demanded 
that the personal law of the different 
communities should be safeguarded, 
recommending that, if necessary, the 
Constitution should be amended. In 
fact, the question of personal law was 
the one which had led to the first 
major .stir in the Muslim community. 
In this respect, it would be woithwhilc 
mentioning that this conservative stand 
of the Majlis was in sharp contrast to 
the relatively progressive altitude ol 
the Muslim League. Whatever the 
political role of the League, il had 
helped to modernise the Muslim com- 
munit.v. The new emergent con¬ 
servatism of the Majlis was shaped by 
many factors; it was pailly the hyper- 
sensitneness resuUing from the deplet¬ 
ed size of the lommunily and partly 
a reaction to a similar overtone among 
Hindu extremist movements. Above 
all, after the departure of the relatively 
prosperous classes of Muslims for 
Pakistan, socially reactionary and 
religiously conservative leadeis fiom 
humble backgioiinds took their places 
in the India; Muslim leadership posi¬ 
tions. It should also be pointed out 
that the Majlis expressed its determina¬ 
tion against relorm of Muslim personal 
law at a time when in the United Arab 
Republic, Tunisia and even in Pakistan 
the law was being drastically modified 
to be brought into tune with the social 


needs of modern times. 

The fifth demand of the Majlis was 
concerned with the development and 
recognition of Urdu as a medium of 
instruction and expression in Bihar, 
Uttar Pradesh, Delhi, Rajasthan, 
Madhya Pradesh, Andhra Pradeslt and 
Mysore. The demand was similar to 
those made regarding so many recog¬ 
nised and unrecognised languages in 
the country. It was complicated by 
the fact that as essentially an urban 
langiuigc, Uidii h.ul no contiguous 
region where it was widely used 
and had by mistake come to be 
identified with Muslim culture. Until 
recently it was proceeding satisfactorily 
towards becoming a language capable 
of meeting the demands of modern 
academic disciplines but suffered a set 7 
back in the post-Partition political 
situation. Thus setback was partly due 
to the politicisation of the Hindi-speak* 
ing rural masses of the Hindustani belt. 

The Manifesto also demanded the 
establishment of a “minority Board” 
in order “to solve the problems of the 
minorities and redress their griev¬ 
ances". This Board was to consist of 
“representatives enjoying the confidence 
ol minorities". Il is apparent that the 
demand was based on the notion that 
there was a solid Hindu majority which 
other communities, ;is minorities, were 
confronting. Although the tone was 
not as sharp as lhal of pre-Partition 
days, the outlook was based on the 
same political premises. It excluded 
linguistic, caste; racial and cultural 
minorities from the scojic of such a 
board. Apparently the Majli.s leaders 
over-looked the fact lhal this country 
IS a land ol minorities in which no 
communitv is large enough to remain a 
solid niaioritv for a considerable period 
of lime. The polyglot, multiracial and 
hybrid character of the country pro¬ 
vides tiemendous possibilities for each 
interest group to bring its influence td 
hear on the policy-making processes 
without special minoiitv boards of the 
kind demanded. 

'['he Manifesto also referred to the 
Cultural and Educational Rights 
guaranteed by the Constitution and 
demanded preservation and protection 
of the basic aim of the in.stitutions with 
"minority character and traditions”. It 
linked the issue of maintaining the 
denominational character of the Aligarh 
Muslim University with other univer¬ 
sities of this kind and demanded that 
all of them should be preserved in 
accordance with the ba.sic aim for 
which they were created. In fact, the 
debate in Parliaments^ on the bill 
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regarding Benares Hindu University 
indicated that public opinion in India 
was opposed to making changes in the 
denominational character of educational 
institutions and the general feeling 
was that no harm would be done to 
the secular concept of the state if they 
were allowed to continue.*' 

The aim for which the religious 
trusts had been established was of “a 
fundamental importance and it is not 
permissible to deviate e\en an iota 
from them”. Therefore, the Majlis 
called upon the Government to develop 
these trusts rather than annoy any 
religious community by interfering in 
its affairs.-'* 

Finally, the Manifesto lamented the 
moral degradation of the countiy and 
demanded that obscene literature should 
be banned, immoral films be censored, 
iintouchability be eradicated and pro¬ 
hibition be implemented more rigor¬ 
ously, It joined the anti-Congress 
chorus by adding that corruption and 
nepotism, which “had eaten into the 
vitals of our social fabric” should be 
rooted out. 

V Ml IK II’\ I ION IN mi: Ei rc iioN.s 

F.ijuipped with the nine-point man¬ 
date, the Muslim Mailis-e-Miisliawarat 
appealed on the electoral scene of 
I’iglit St, lies III (he 19fi7 geiicial c!i e- 
fions; Andhra, Bihar, Maharashtra, 
Madhya Pradesh, Mysore, Rajasthan, 
Uttar Pradesh and West Bengal.-'’ 
Although a tour-member Central Elec¬ 
tion Committee was appointed to 
supervise the selection of candidates 
to be given supjiort in the elections, 
the actual responsibility was entrusted 
to the State Election Committees, con¬ 
stituted for this purpose in those eight 
Slates. A Resolution-'’ passed by the 
All-lndia Majli.s on December 13, 1166 
in Delhi, laid down (he three qualities 
of the candidates to be supported; that 
he should be ‘liberal’, that he subscribe 
to the fundamental principles of peace, 
democracy and secularism and that 
he should regard all Indi.ins as brethren 
irrespective of their religion, caste or 
comnuiniiv. Furthermore, the State 
units established District Committees 
with a view to helping them in select¬ 
ing candidates and carrying on publicity 
for them. The candidates thus selected 
were required to sign a pledge “to sup¬ 
port them [nine pointsl and work for 
their adoption bv the I.egislatiire and 
Government if I am elected to the 
Parliament/thc Assembly". 

It is futile to try to read a uniform 
pattern of support in these States in 
view of the fact that lists were pre¬ 


pared by each unit for its own political 
reasons and were, in most cases, sent 
to the Central Election Committee long 
alter the elections were over. Obviously, 
neither the Muslim interests defined by 
the nine-point mandate nor the three 
qualities required of candidates were 
applied as the criteria for selecting 
candidates to be supported, except in 
Madhya Pradesh and Maharashtra. The 
units in Andhra, Bihar and Rajasthan 
had pro-Congress orientation, while 
those of Mysore, Uttar Pradesh and 
West Bengal had an obvious reserva¬ 
tion against the Congre.ss. This created 
the impression that far from being a 
pressure group articulating special 
inlerest.s, the Majlis was a pragmatic 
alliance of political leaders of the com¬ 
munity, which had neither an all-India 
policy nor a mechanism for .synchronis¬ 
ing the State lists. 

The electoral participation of the 
Majlis was lacilit.ated by the attitudes 
of most political parties. Except for 
the Jan Sangh, which saw in it an 
attempt to revive the Muslim League, 
the parties, including the Congress, 
welcomed the emergence of this agency 
to negotiate for Muslim votes. The 
Swdtantra and Republican parties 
applauded its establishment most of all. 
Even Ram Manohar Lohia succumbed 
to the pressure of the SSP rank and 
file and made an unequivocal statement 
in support of the conservative pro¬ 
gramme of the Majlis.*' The Congress 
party, though consistently opposed to 
It at a theoretical level, was eager to 
strike an adjustment with it on favour* 
able terms so as to avert electoral 
losses. However, from the beginning 
there was ample indication that the 
paities would not like to be led by the 
Majlis on policy issues of Muslim con¬ 
cern. 

It was doubtful if the Majlis com¬ 
manded the fairly large Muslim support 
It claimed to represent. The three 
components of the organtsation were 
not in agreement as to the precise 
meaning of the interests defined in the 
Manifesto and each one of them had 
Its own concept of priorities. The 
younger generation appreciated neither 
the political assumptions of pre-Parti- 
tion politics nor the conservative 
attachment of leaders to vain symbols 
of Muslim preservation in secular 
India. Above all, a large number of 
politically minded Muslim.s vvho had 
thrown in their lot with various politi¬ 
cal parties ranging from the CPI(M) 
to the Jan Sangh, made use of the 
organisation for their own party end.s. 

The performance of the Majlis was 


not spectacular in terms of absolute 
numbers, but it was successful in influ¬ 
encing Muslim voters so that the bulk 
of them did not vote for the Cong¬ 
ress. This affected the elections in 
three respects at least. The Congre*ss 
no longer remained the only party with 
.1 significant iiuinbcr of Muslim legisla- 
lois. Secondly, the ehanging configura¬ 
tion of till’ Muslim legislators generally 
iiieieased then represi’iitation except in 
States where the Muslim (lopulation was 
sc.ittered in small eoiigloiuerations. Final- 
Iv. the weight ol Muslim voles 
heljieil the opposition parties of 
secular orientation. siiecially in 
Uttar I’radi’sh Even if the,se 
were not major achievements, the role 
that the Majlis played in politicising 
Muslim voters, in acquainting them 
with some of the fundamental political 
issues and in driving them away from 
the habit of block voting in favour of 
the Congress, were suflicient points to 
Its credit. 

Si Ml, t ios liRNTMIiN 1 S 

The attitude of the Majlis units to¬ 
wards govcrnmenl-formalion after the 
1167 elections m the various States 
was, also quite divergent. The We.st 
Bengal unit alone was successful in its 
objectives. It threw its weiglq behind 
the United Front Government of Ajoy 
Mukherji and did not change its 
position even after Humayun Kabir 
changed his stand. As the UF Govern¬ 
ment in West Bengal was responsive to 
the demands of the minorities, the 
Majlis leaders were able to establish 
an enduring rapport with the Leftist 
parties. 

In Bihar, the enthusiasm, which the 
United Front Government .showed for 
the Majlis initiallv, subsided very soon. 
The 34-point programme,-* forming the 
basis of that Government included 
some of (he demands of the Majli.s, 
But the inclusion of the Jan Sangh 
in the Government made the alienation 
of the Majlis a foregone conclusion. In 
fact, while accepting the programme, 
the Jan Sangh had already reserved its 
right to maintain an independent 
stand on the question of recognising 
Urdu as the second language of the 
State. 

The polarisation of forces in Rajas¬ 
than facilitated the Congress Govern¬ 
ment in securing the support of the 
Majlis. Four of the .six Muslim legisla¬ 
tors belonged to the Congress and an¬ 
other independent (pro-Sukhadia) had 
failed to secure a Congress ticket due 
to intra-party factionalism. The Majlis- 
supported non-Muslim legislators were 
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mostly Congressmen. Since the threat 
to Congress power arose from the Jan 
Sangh, it was natural for the Majlis to 
support Sukhadia in the wake of the 
violence and confusion created by the 
opposition group. The Majlis did not 
get the opportunity to evolve any defi¬ 
nite strategy in Andhra, Maharashtra 
and My.sorc because the Congress 
formed governments easily in these 
States. In the political confusion of 
Madhya Pradesh, the Majlis remained 
politically unmobilised. 

The ineffectiveness of the Majlis’ 
mandate was revealed in Uttar Pradesh 
more than elsewhere. Two of the thirty- 
nine Majlis-supported MLAs cro.ssed 
the floor and joined the Congress in a 
bid to help C B Gupta form his short¬ 
lived government. Later, though Charan 
Singh appointed three cabinet min¬ 
isters and three deputy ministers 
from among those who had been sup¬ 
ported by the Majlis, only Akhtar Ali 
Khan (Swatantra) pressed, of course un¬ 
successfully, for incorporating the Maj¬ 
lis’ mandate in the programme. As a 
matter of fact, because of inherent poli¬ 
tical conflicts, the Charan Singh gov¬ 
ernment could .show nothing worth¬ 
while by way of achievement. It had 
half-hcartedlv made a promise to pro¬ 
vide facilities for the development of 
Urdu and to protect the linguistic mi¬ 
norities. But the committee of five 
members which was to be formed to 
implement the pledge and was to be 
presided over by the Jan Sangh Edu¬ 
cation Minister, Ram Prakash. was 
never constituted. 

UNiiiai I iiK Wncii I oi- Ev'iwi s 

Subsequent political developments 
in the country were an agonising expe¬ 
rience for the Majlis. The political 
atmosphere created by polemics during 
the presidential election (l‘>67) was 
further vitiated by pressures from cer¬ 
tain sections of political opinion de¬ 
manding a change in India’s West Asia 
policy. This was to culminate in a 
series of communal tirades against the 
Congress nominee, Zakir Hirsain. which 
were not countered by any of the legi.s- 
lators elected with the Majlis’ sup¬ 
port."'' More serious was the fact that 
Ram Manohar Lohia, having already 
given a pledge to oppose Muslim per¬ 
sonal law reforms. neverthele.ss led the 
attack on Zakir Hussain for his alleg¬ 
edly conservative views on the sub¬ 
ject."* This highly charged atmosphere 
led to a smear campaign against the 
Majlis. It could overcome this crisis 
because one of its constituents, the 
Jamaat-e-Islami, had given its tacit 


approval to the Jan Sangh’s objec¬ 
tives.'* The jubilation following Zakir 
Husain’s victory also overcame the bit¬ 
terness aroused due to the campaign 
.against the Majlis. 

The six-day Arab-Israeli War in June 
1967 forced a serious situation on the 
Majlis. Though India’s general support 
for the Arab position"" was prompted 
by national interest"* and had general 
isiililic ajiiiKival,"" lour iiutiunal dailies 
and some opposition parties launched 
.1 e.iiiijiaigii aimed at its reversal."'’ Tlu' 
Mailis, III spite of the varying views ol 
Its constituents on the character of the 
Arab-lsraeli dispute, was broadly inte¬ 
rested in providing support for the 
Government’s policy. As a group it did 
nothing significant in this regard, but 
its members, in their individual capa¬ 
cities, participated in aiding Palestinian 
relief operations. The two resolutions 
passed by the Majlis’ Working Com- 
miitce extending co-operation to the 
Palestine Committee and commending 
the Khartoum Conference’s resolu¬ 
tions"' - - were more than a token 
gesture in view of its members’ acti¬ 
vities in the Committee. 

On the legislative front, the Majlis’ 
record was of utter failure. While Maj- 
lis-supporled non-Muslim legislators 
did not respect the group’s .sentiments, 
the Majlis-supported Muslim legisla¬ 
tors belonging to pro-Israeli parties, 
found in their parties’ policies a source 
of serious embarrassment. At one point 
some ot the latter sought to sever their 
rel.ttions with tlieir respective parties 
but were advised restraint. Akhtar Ali 
Khan. .Swatantra Excise Minister in 
UP. however, wrote a letter to the 
p.irty requesting it to change its par- 
lisitin policy towards Israel, f.iiling 
which he oficred to tender his resigna¬ 
tion."" The party gave an evasive reply 
di.sowning responsibility for Masani’s 
views in the T.ok Sabha."'* Akhtar Ali 
Khan along with three other MLAs 
remained defiant and critical and was 
suspended from the party.*" 

The process of heart-searching in llie 
Majlis reached its climax tinder the 
impact of renewed communal riots, 
particularly the Gujarat frenzy of 1947 
magnitude. The Working Committee 
resolutions condemning riots, initiating 
relief organisations like the Red Cres¬ 
cent Society and demanding judicial 
probes were to culminate in the des¬ 
patch of Majlis' delegations to make in¬ 
quiries on the spot. This widened the 
gulf between two ways of thinking 
which were present in the Majlis ever 
since its inception. While the Majlis’ 
Uttar Pradesh unit had a strong ten¬ 


dency towards direct participation in 
politics, the all-lndia leadership had 
resisted this temptation. The former 
thought direct participation was the 
only way to redeem Muslim grievan¬ 
ces. The latter, on the other hand, took 
the view that the transformation of 
the Majlis into a political party would 
undermine it.s broad-based character 
and place it in a controversial position. 

On June 3, 1968 the Working Com¬ 
mittee of the Uttar Pradesh unit of the 
Muslim Majlis-e-Mushawarat unani¬ 
mously resolved to form a political 
party called the Muslim Majlis.*’ The 
diaft constilutlon of the new party 
laid down its basic objective as the 
defence of minority rights, specially of 
Muslims, within the framework of the 
national goals of "secularism, welfare 
and democracy”.'"’ This strategy was 
taken to its logical conclusion by form¬ 
ing a Federation of Backward Classes, 
Scheduled Castes and Minorities by 
way ol preparation for the local mid¬ 
term poll in 1969 in UP.*" Tlic new 
party was .ible to secure 2 scats in the 
UP Vidhan Sabha.** 

Allbough the national leadership of 
the Majhs did not approve of this 
development, it refrained from making 
any severe criticism of it.'-'' Behind the 
temper.ite attitude demonstrated by the 
central leadership was ,i dilemma for 
the organisation which was formed 
with a view to providing a forum for 
Muslims of all political opinions. 
While It did not want to alienate the 
membeis of the new partv. it wanted 
to attr.tct Muslim politicians who had 
aheady thrown m their lot with other 
national and tcgional parlies. The new 
I'oiistitiitioii ii'solv'cd this dilemma by 
Ir.tnsforming the Muslim Majlis-e- 
Mushaw.nrat into a federation of Mus¬ 
lim associations.*" In this manner it 
tried to regain its political influence 
through a loose, federal structure. 

Non s 

1 The author wishes to express his 
indebtedness to Abdul Majeed, 
Office Secretary of the All-India 
Muslim Majlis-c-Mushawarat. Delhi. 

2 The contention of Indian socio¬ 
logists about the role of caste in 
politics is one-sided. A single fac¬ 
tor approach of this kind cannot 
explain the complex political 
scene in India. 

3 Robert E Dahl, "A Preface to De¬ 
mocratic Theory”, Chicago, 1963, 
pp 63fl. 

4 Imtiaz Ahmad, “Indian Muslims 
and Electoral Politics”, Economic 
and FoUtical Weekly, March 11, 
1*167, pp 521ff. 

.5 See Theodore P Wright, Jr. “The 
Muslim League in South India 


1233 



June 19, 1971 


ECONOMIC AND PCH.1TICAL WEEKLY 


Since Inck'peiideticc: A Study in 
Minority Group Political Strategy’', 
The Anu'rtcan Political Science 
lierieu , Vol LX, No 3, September 
1966, pp 579ff. 

6 Maiilanu Abut A’la Maiidudi, 
■'MiiMilniaii aur Maujuda Sivasi 
Kushinakash”, Vol 111, Delhi, 19.51, 
pp 103ff. 

7 W C Smith. "Islam in Modern 
History” New York, 1959, p 235. 

8 For a fuller treatment of socially 
consfi vativi '.uppoitcrs of the 
Indian National Congress, sec 
Ziaul Hasan Faroouiii, “The Deo- 
band School and the Demand for 
Pakistan”. Roiiil>.i>. 199.3. 

9 The representatives of the Jamaat 
abstained on the resolution of De- 
cernher 13, 1906 regarding electo¬ 
ral policy. 

10 Maulana Abul-Lais’ interview with 
the coriesponclent ot Dawat, 
Delhi. March 25, 1967. 

11 A I Faridi, “Muslim Majlis-e- 
Mushawarat and 1967 Elections”, 
Radiance. Delhi, Maich 19, 1967. 

12 W C Smith, "Modern Islam in 
India” London, 1946, pp 157fiF. 

13 Ihid. pp 258ff; and Z M QuraLshi, 
‘Ttidiaii Miisliins", Jamta, Bombay, 
December 1965. 

14 “Awami Manshui", New Delhi, 
]966(i'), pp 5ff. 

15 For an analysis of trends towards 
greater participation of Muslims in 
Indian politics, see Gopal Krishna, 
“Electoral Participation and Na¬ 
tional Inlegiatioii”, Economic and 
Tolitirul Wccklii. Animal Nuiiibei, 
Jannarv 1967. pi) 1H51T. 

16 For the text of the resolution see 
“fntikhabat ke Silsile men All- 
fndia Muslim Majlis-e-Mushawarat 
ka Ahm Faisla”. New Delhi, 
1966 (?). (Referred to hereafter 
as “Abiii Faisla” ) 

17 "Aw.mn Maiishur , op eft, p 7. 

18 For selected examples from Fan- 

di’s prescribed book see Hafeez 

Malek. “Islam in Politics; India", 
Muslim Wftfhl, Oetobei 196(i, iii> 
2.52lf. 

19 The difficulty of men like Faridi 
lies in that they do not consider 
ancient mythology a.s part and 
parcel of the Indian national heri¬ 
tage as Muslims in other parts of 
the world do ihetr respective 
national heritages. 

20 As a matter of fact, the secularists 
in India arc critical of the moral 
overtone of educational curricula. 

21 W ) M Mackenzie. “Free Flec¬ 
tions”. London. 1958, p 83. 

22 l.ok Salihii Ihdultcs. Tliiul Senes, 
Vol X1\TII. Nos 15 and 16, pp 
3617-.17J6 and 3863-73. 

23 For a detailed account of recent 

developments tn Aligarh see Thco- 
(loie P W'liglit. |i, “Musliiii Edu¬ 
cation in India at the Crossroads: 
The tiase ot .Aim,nil Tiuiftc 

Miairs. Vol \\\1\, Nos 1 2. pp 
50-63. 

21 Till' Congress p.nts has lolUmed 
the practice that onU the people 
belonging to the particular com- 
nnnnts decide as to how the trusts 
are to be regulated. 

25 This section summarises my find¬ 
ings in “Electoral Strategy of a 


Minority Pressure Group: The 
Muslim Majlis-e-Mushawarat”, Asian 
Survey, Dexember 1968. 

26 “Ahm Faisla”, op clt, p 4. 

27 See his statement in North India 
Patriha, Allahabad, February 6, 
1967. 

28 Foi the fc..\t, see United Asia, 
Election Issue, 1967, 

29 Presidential Address of Dr A J 
Faridi, delivered at the first UP 
State Muslim Majlis-e-Mushawarat 
Conference held at Rampur on 
.Align,st 9 and 10, 1967. 

30 Z M Quraishi, "The Presidential 
Election in India”, The Indian 
Political Science Ret:iew, Vol III, 
Nos 1-2, October 1967, pp 25-57. 

31 Hindustan Times, April 29, 1967. 

,32 Railmncc, April 30, 1967. 

33 Indira Gandhi’s statement in the 
Lok Sabha, Times of India, June 
7, 1967. 

34 Dewan Benndranath, "War and 
Peace in West Asia”. Tropical, 
New Delhi, 1969, p 209. 


35 G S Bhargava, “India and West 
Asia”, Popular, New Delhi, 1967. 

36 K 1’ Singh, ‘India and the Crisis', 
in M S Agwani, ed, “The West 
Asian Crisis 1967: Indian View’'. 
Meenakshi, Meerut, 1960, pp 87ff. 

■37 Tc.xts of the resolutions in Radi' 
ance, October 1, 1967. 

38 Times of India, July 16, 1967. 

39 “Swatantra Party and the West 
Asian Crisis”, Swatantra News¬ 
letter (62), Aiigust-September 1967. 

40 Times of India, “Augu.st 12, 1967. 

41 Qmd, June 4, 1968. 

42 “Dastur-e-Muslim Majlis”, Muslim 
Majlis. Meerut, 1968, p 6ff. 

43 Hindustan Times, October 14. 
1968. 

44 Qairl. h’ebruary 25, 1969. 

45 The statement of Mufti Atiqur 
Rahman, President of the All- 
India Muslim Majlis-e-Mushawarat 
in Daxoat, June 19, 1968. 

46 “Dastur-c-Jadid”, The Majlis, New 
Delhi, 1968. 


YOU CAN NOW HAVE LIFE INSURANCE COVER ON 
YOUR LIFE ON BECOMING OUR SAVINGS BANK 
DEPOSITOR. 

Syndicate Bank have pleasure in announcing 
a new .seheme jointly with Life Insurance Corporation of India 
first to be introduced by any Bank: 

INSURANCE LINKED SAVINGS BANK DEPOSITS 
which provide life insurance cover 
to .Savings Bank Account holders in 
the age group of 18 to 49. 

“ No payment of premium! 

(Premium is borne by the Bank) 

• No extra cost! 

No itksome medical examination! 

* You will still cam the same rate of interest!! 

All you have to do is to open with us an INSURANCE LINKED 
SAVINGS BANK ACCOUNT and maintain a minimum balance 
of Rs. 500 in rural areas and Rs. 1,000 in other areas. 

If you are in the age group of 18 to 40 your life will be covered 
lo the extent of double the average balance in your account for 
the previous half year subject to a maximum of Rs. 10,000. The 
coverage for persons in the age group of 41 to 49 will be the 
average balance subject to a maximum of Rs. 5,000. 

Ladies having an earned income and in the age group of 18 to 
40 are also eligible to open accounts under the scheme. 


SYNDICATE BANK 

Head Office: MANIPAL (Mysore State) 


K. K. PAI 
CUSTODIAN 



Branches : 
Over 490 


1234 



Recent Trends in Inter-Sectoral Terms of Trade 


S L Shetty 

Domestic terms of trade, as between the sectors, play a significant role in the process of development 
* by providing a measure of shifting iHcomes from one s ector to another. Where Government finds it inconve¬ 
nient for socio-political reasons, to impose a direct fiscal burden — such as an agricultural income tax or 
higher rates of land revenue — for mobilising the agricultural surpluses necessary for the growth of an 
industrial sector, a less painful tool available to it might be to make the terms of trade for agriculture 
adverse. 

This may indeed be a possible way out in India because if, as a first approximation, the relative whole¬ 
sale prices of agricultural commodities and non-agricultural commodities are considered, there is unmis¬ 
takable evidence that the terms of trade have moved in favour of agricultural commodities in recent 
years. Moreover, the benefits of this have gone largely to the big market-oriented farmers whose costs 
of inputs, too, have not risen proportionately owing to distribution controls or subsidies operated by 
Government. 

Nevertheless, high-income households are few in agriculture and the surpluses are usually diffused and 
scattered, posing a serious problem for the tax administration. The surpluses are, therefore, best tapped 
where and when they become patently overt through such devices as betterment levies and high irriga¬ 
tion rates. 


IF, as a first approximation, the relative 
wholesale prices of agricultural com¬ 
modities and non-agricultural com¬ 
modities are considered as an index of 
their terms of trade, there is unmistak- 
ahlo evidence that the terms of trade 
have moved in favour of agricultural 
commodities in recent years. Till 
1963-64, while there was no definite 
tiend in these relative prices, the over¬ 
all picture was one of adverse terms of 
trade for agricultural commodities 
against non-agricultural commodities. 
Thereafter, as may be observed from 
'fable 1, the relaHve prices have been 
consistently moving against the non- 
agricultural commodities. 

The index numbers of agricultural 
commodities as percentages of the 
index numbers of non-agricultural com¬ 
modities rose from 94.4, in 1983-64, to 
as high as 117.7 in 1969-70. 'The 
terms of trade ior agiicultural com¬ 
modities aiipcar st'll favourable when 
we compare theii index iiumlrers with 
the index numbers ol only manufactur¬ 
ed products (finished products) rather 
than of all non-agricultural commodi¬ 
ties. Thus the index of this relative 
po.sitiun works out at as much as 137.6 
in 1969-70, whereas in 1963-64 it was 
101 . 0 . 

Looking at the problem from another 
angle, between 1962-63 and 1969-70, 
an increase of 90 per cent in the prices 
index of agricultural commodities was 
accompanied by an increase of only 
53 per cent in the prices index of non- 
agricultural commodities; or between 
1955-56 and 1969-70, an increase of 
172 iJcr cent in the prices of agri¬ 
cultural commodities was accompanied 
by an increa.so of 111 per cent in the 


prices of non-agricultural commodities 
(see Table 2). 

In tact, the movements in the index 
of wholesale prices during the last 
three decades in India conform to 
what IS generally accepted, on a priori 
gioiinds; that in a period of rising 
prices, the terms of trade are generally 
in favour of the agricultural sector, and 
that in a period of falling prices, they 
aie generally against that sector. This 
IS evident from the data presented in 
Table 3 ioi the three phases between 
1911 anti 1967. 

IflSINO PflASE IN PhICE LEVEL 

The galloping prices of the War and 
post-War yeais had Ijenefited the agri- 
ei litoral sector considerahly more than 
the non-agricultural sector. Tlie first 
half of the 1950s had seen a declining 
tieiid in the general price level, the ex¬ 
tent of decline in agricultural commodi¬ 
ties (.30 per cent) was twice as much 
av that in non-agricultural commodities 
(15 ix:r cent). Since the mid-fifties 
the economy has been experiencing a 
rising phase in the price level, with 
agnenltiiral commodities benefiting 
much more than the non-agricultural 
c•nnllnndlties. True, during 1968-69, 
there was r. fall of 2 per cent in the 
pric<‘s ol agiicultural commodities, ac¬ 
companied by a rise of 3 per cent in 
prices of manufacturers. 'Plus was 
shoit-livcd. however, and recent trends 
in prices show the relative prices again 
moving in favour of agriculture (sec 
Tables 1 and 2). 

In conclusion, the long-term trend 
is one of favourable domestic terms of 
trade for agricultural commodities. 

It may be argued, however, that the 


recent accelerated improvement in the 
commodity terms of trade for agriculture 
is mainly due to the failure of crops 
in 106,5-66 and 1966-67 and the conse¬ 
quential declines in farm incomes; and 
that ihc agricultural seetoi is unlikely, 
thiTeloif, to have derived any dispro¬ 
portionately high share of the total 
national income. 

While it is I me that a part of the 
ree<"nt rise in agiicultural prices Is due 
to the declines in farm output, the rise 
over the long luii has been largely 
under the iiniiael of a .secular upward 
trend iii the demand for agricultural 
eonimodilies. 'Tlie national income 
data, at curient .and constant prices, 
bear testimony to this. The share of 
national iiieomc originating in agricul¬ 
ture at enrient prices is much higher 
than the shaic at constant prices (see 
Talile 4). For instance, during the 
base sear ol the Hevise-d Series of 
national income, viz. 1960-61, the share 
was at 51 tier cent (obviously at Ijoth 
current and constant prices). During 
1967-68, the shaie at current prices 
was 53.2 per cent, while, at constant 
(19(i()-6l) prices it was only 45.2 per 
cent. During 1968-69, the share of 
agiiciilture in national income at 
current prices declined to 50.4 per cent, 
blit it was again estimated that It 
would iiicrcasr- to 52.7 per cent in 
1969-70. During both these years, the 
.share of agriculture in national income 
at 1960-61 prics-s would likely remain 
at around 44.0 per cent only. This 
diffcrenlial is observed in other years 
also. This shows that the movement 
of relative prices in favour of the a,gri- 
cultural sector has been disproportiona¬ 
tely high. 
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siuns are not so obvious. 

On the side of what they receive, the 
benefits of high wholesale prices do 
not percolate fully to the farm sector. 
FT)r instance, higher wholesale prices 
tor loodgrains are meaningful only for 
the marketed part of the foodgrains 
output, whicfi until rc’cently was 
around mic-third. As shown in Table 
5, market airivals have .shown substan¬ 
tial increases in recent years. But these 
increases in the marketed surpluses are 
unlikely to raise their proportion to 
total ioodgi’ains output bc-yond 40 per 
cent. In cash erop.s, almost the entire 
output IS marketed. Of the marketed 
portion ol thi- output of both food- 
grains and e.tsli crops, a part of the 
benefits ol rmi eased prices are approp¬ 
riated b\ lire traders and merchants 
outside the agricultural sector. What¬ 
ever benefits accrue from higher agri¬ 
cultural irriees are shai’cd between 
rinddlemen and large landholders. Be¬ 
sides, as I he .Agiienltural Prices Coni- 
niissioii hav<' pointed out in a recent 
Report' a l.irge proportion of the farm 
t>ol)ulation are net purchasers of food- 
grams lioin the market. 'I’he, extent of 
the maiki’t dependence for looilgrams 
I)\ dillcicnl trires of households in sc- 
li'cted States js given in Table 6. 

] loiiseholds which are largelv <1<'- 
jrendeiit on market pin chases thus form 
a .significant piojrortion ot total house¬ 
holds. Accoidmg to the NS.S 17lh 


TABLt, 2 : COMULATIVF, PijRCliNTAOF. INCKUASRS IN iNORX NuMULRS OF WjtOLFSALI. 

Pric F,S 


Percentage Increases during 

All Coni- 

Agricul¬ 

Non-Agri¬ 

Manufac¬ 


inoditics 

tural 

cultural 

tures 


(1000) 

Commo¬ 

dities 

(.332)* 

Commo¬ 

dities 

(668)* 

(Finished 

Products) 

(323)* 

First Plan 

(-)I7.3 

( )20 0 

(--)15 0 

( )2.2 

Second Plan 

35 0 

40.7 

30.6 

23 3 

Third Plan 

31 .9 

40 8 

27.7 

18-6 

Annual Plan 

25.7 

26 6 

25.1 

12 2 

1969-70 

3.7 

8 4 

1.1 

6 4 

Cumulaticc Peicciitui’c Increaxa 

(i) 1969-70 over 

92 2 

117 5 

79 4 

70 8 

1950-51 (19 sears) 

(ii) 1969-70 over 

132.3 

17! 9 

HI 1 

74 6 

1955-56 (14 years) 

(iii) 1969-70 over 

71.5 

94 4 

60.1 

39 7 

1961-62 ( 8 years) 

(a) 1967-68 over 

67.3 

88 2 

56.9 

29 1 

1961-62 ( 6 years) 

(b) 1969-70 over 

2 5 

3 3 

2 0 

8.2 

1967-68 ( 2 years) 

(iv) 1969-70 over 

65.4 

90 4 

53.2 

.35.2 

•These weights are based on 1961-62 

=100 .ieries of Index Numbers of 

Wholesale 


Prices. 


Table 1 : Relative Prices of 
Agricultural Commodities 


• 

■Year 

Index Numbers of 
Agricultural Commo¬ 
dities as Percentage of 

Index 
Numbers 
of Non- 
Agricul- 
tural Com¬ 
modities 

Index 
Numbers 
of Finish¬ 
ed Pro- 
■ ducts 

1950-51 

97.1 

108.1 

1955-56 

91.4 

88.4 

1956-57 

98.6 

99.0 

1957-58 

98.3 

99.3 

1958-59 

101.8 

105.5 

1959-60 

99.1 

104.7 

1960-61 

98.4 

100.8 

1961-62 

96.8 

98.6 

1962-63 

94.7 

97.7 

1963-64 

94.4 

101.0 

1964-65 

107.4 

118.0 

1965-66 

108.5 

119.6 

1966-67 

114 1 

131.4 

1967-68 

116 4 

144 2 

1968-69 

109,8 

135 1 

1969-70 

’117.7 

137,6 


Note: Index Numbers arc based on 
averages of months. 


Source: RBf’s Reports on Currency 
and Finance, and Monthly Bul¬ 
letin. 


PltlcES RiTKIVLII to PitICLS PlID 

However, if in lire ultimate analysis, 
the ‘terms of trade’ has to be defined 
in terms of the ratio of priec.s received 
to prices paid fry laiiiiei.s, the conelu- 


Boiind on Land Holdings (1961-62), 
about 48.4 per cent of the farm house¬ 
holds cultivated less than ZJS acres, 
and another 11.6 per cent of the farm 
households were landless. Thus, about 
60 per cent of the farm households are 
•sure to depend on foodgrains purcha¬ 
ses from the market. The extent of 
their dcpmrdence would generally vary’ 
between 50 per cr'iit and 99 per cent. 
These piirehases are also made at mar¬ 
ket prices — in which case, again, the 
Irenefils of higher prices, paid by these 
.small laiiiK'r.s and landless, accrue to 
the traders and large landholders. 

The maniifaeturcs’ prices index with 
which the agiieiiltural prices index is 
compared, iiielude.s a miinber of indus¬ 
trial commodities udiich farmers do not 
diieetly eonsiime, the commodities 
which they do l.irgely iis<‘ — either for 
personal ennsiiiiiption or as inputs for 
agrienltine — have shown only mode¬ 
rate piiei' increases in recent years. 

To cite a few examples, such as cotton 
maniifacluics, kero.scnc oil, ferti¬ 
lisers, diesel oil aiul biiyeles. It may be 
observed lioin T.ible 7 that, while the 
wliofi'salc prices of ‘maniilacliires’ as a 
whole iiKieased by 82 jrer cent bet¬ 
ween 19.55-56 and 1969-70, those of fer¬ 
tilisers increased by 46 per cent, of cot- 
ion Tnaniitaeliiies by 6.1 jicr cent, and of 
bitxcles by 41 ))er cent. This pheno- 
iiienoii IS mori' striking during the last 
eight years —1961-62 to 1969-70 — 
when the jiriees ol ■manufactures’ in- 
eie.ised bv 44 lii'i' cent, and prices of 
eolloii iiiaiml aetines. dresel oil, soaps, 
ixeles, and matebes, .sliowed consider- 
alilv lower ineieases. Incidentally, 
prices ol lerlilisci.s which are an im- 
poil.iiil inimt lor agiienltnre, actually 
(lecirned (liimig the first 15-ycars bet- 

Tarlf .5 • Pfrc intagr Tncreasrs in 

Prices during thi LastThrce Dlcades 

(BaSI.D ON J'lFRIVlD PRICES INDEX I 

1952-53-100) 


Various Agri- Non- General 
Phases cultural AgneuI- Prices 

Com- tural Index 
moditics Com¬ 
modities 


Rising Phase +290.9 I 172.7 +235 5 
(1941-1951) 

Declining Phase 

(1951-1955) — .30.4 - 15.3 — 24.9 
Rising Phase 

(1955-1967) 1152.8 UlO.l +131.3 


Source : This Table is derived from a 
study made by N K Thingalaya: 
‘A Century of Prices in India’, 
Economic and Political Weekly, 
January 25, 1969, p 251. 
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Tablc 4 ; Net Domestic Product bv Industry of Origin 

(Percentage Distribution) 


Agricul- Iniliisiry Transport Services Non-Agn- Total 

turc and Trade cultural 

Sectors 


Agricul- 

Mining Transport Banking 

ture. For- 

ami Quar- and Com- 

unci Insu- 

csiry and 

rying munica- 

'ranee. 

Logging 

Large- lion, and 

Real Es- 

and Fi- 

Scale Ma- Trade, 

tate and 

shing 

nufactur- Storage, 

Ownership 

ing. Small- Hotel'* 

of Dwel- 


Scale Ma- and Res- 

lings. Pub- 


nufactur- taurants 

lie Admi- 


mg. Con- 

nistralion 


struction. 

and 


and Elec- 

Defence 


tricity. 

and Other 


Gas and 

Water Sup¬ 
ply 

Services 


ween 1951-52 and 1965-06. Increases 
of alioiit 30 per cent in fertiliser prices 
had occurred during the two-year 
peiiod. 1966-67 to 1967-68, in the 
vvakc of the abolition of budgetary sub¬ 
sidies. In c'otton manufactures, increas- 
I's in prices of coarse and medium 
varieties, which are consumed on a 
.‘■•imiificant scale in the rural areas, are 
still moderate since these prices have 
alua>s been under .statutory txinti'ol. 
Thus, a part of the explanation for the 
lower piici' increases of commodities 
consumed on a large scale in the farm 
'ector lies in price and di,stribution 
controls, oi subsidies, operated by 
Government. 

Then' is yet another factor ri-gardiiig 
production costs in recent ycais. It is 
aigiied that the agricultural .sector has 
•en opeiating under conditions of 
liong costs, resulting in marginal costs 
higher than marginal revenue. How¬ 
ever. the available data do not snb- 
stantiale tins hspothesis (see Table 8). 

It IS obseiwed that the peitentage of 
total inputs to gloss tintpnt in agricul¬ 
ture and annual husbandly, together, 
has almost reniainetl static at around 
21 to 22 pel cent during 1960-61 to 
1968-69. The ab.sohite figiiies here arc 
a! constant prices. Iicstead. if curient 
pi ices tiata are eonsideieil. as they 
should he, the pioportions aie likely to 
wolk out still lower A significant deve¬ 
lopment. duiing this period has been 
that, out ol total inputs in agriculture, 
in|)uts liom ‘nianiilactiu es' have in- 
cieased considerabK. In other vvoids, 
it IS not that famiers have made a sig- 
niheant addition to the aveiagc co.sf 
pel ftnit ol outinit, rather, it is the 
well-to-do fanneis who seem to have 
substituted refined inputs lor tinditional 
loriiis ol inputs. This is no doubt a 
e, as It enhances the 
scope foi fiscal manoeuvrability. 

These ri-siilts again are based on 
wholesale prices. A more appropriate 
method would he to consider the farm 
harvest prices (i e, prices received by 
the farmers) and retail prices (i e, prices 
Iiaid by the larmcrs). Such information 
has been collected by certain States, 
i /.r. Punjab, A.ssani, Kerala. Ori.ssa and 
West Bengal, But, Irom the available 
data, it is dillieult to draw any worth¬ 
while conclusions. Apart from the 
diffeiences in the weighting diagrams, 
“the method ol collection of the data 
and their dependability leave much to 
be desired.”- As tor rural-urban differ¬ 
entials m c-onsumcr prices, the NSS 
data on consumer expenditure (18th 
Bound: 1963-64) reveal that, on the 
whole, the urban pric-e level seems to 


At Current Prices 


1960-61 

51 0 

20 1 

1961-62 

49 9 

20 6 

1962-63 

48 0 

21.4 

1963-64 

48 6 

21.5 

1964-65 

50.5 

20 3 

1965-66 

47 8 

21.1 

1966-67* 

49 6 

19 8 

1967-68* 

53 2 

17 9 

1968-69* 

50.4 

19 2 

1969-701 

52 7 

— 


14 0 14.9 
14 .1 15 2 
14 8 15 8 
14.5 15.4 

14 5 14 7 
15.2 15 9 

15 5 15 I 
15 0 13 9 
15 4 15 0 


49.0 
50 1 
52 0 
51.4 

49 5 
52.2 

50 4 

46 8 
4) 6 

47 3 


100.0 
100,0 
100 0 
100.0 
100.0 
100,0 
100,0 
100 0 

100 0 

100 0 


At 1960-61 Prtres 


1960- 61 

1961- 62 

1962- 63 

1963- 64 

1964- 65 

1965- 66 

1966- 67* 

1967- 68* 

1968- 69* 

1969- 70t 


51.0 


49 

47 

46 

46 

42 

41 

45 


43 9 
44.3 


20 I 
20.8 
21.9 
22,7 

22 4 

23 8 
23 8 
22.1 
22 7 


14 0 
14.4 

15 0 

15 2 
15.0 

16 2 
16.6 
15.8 
15 9 


14 9 

15 1 
15 8 
16.0 

15 8 
17 4 
17.8 

16 9 

17 5 


49 0 

50 3 

52 7 

53 9 
53.2 
57,4 
58 2 
54.8 
56 1 
55 7 


100 0 

100 0 

100,0 
100 0 

100 0 
100 0 

100.0 
100.0 
100 0 
100.0 


♦ Provisional ^ Estimated by us. 

hmtee CSO “Estimates of National Product -1960-61 to 1968-69", pp 5 and 9. 


welcnnie lealni 


Tahi I. 5. Market Arrivals ol Clrtain Commoditils in Seiectld Markets 







(lakh 

tonnes) 


1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

Rice (Oelobcr-Scplcmbcr) 

17.8 

13 9 

14,3 

17.1 

17.2 

19.1 

Wheat (April-March) 

7 7 

9 4 

t.l 

9.0 

18.3 

18.1 

Jowar (October-September) 

2 9 

3 0 

3.3 

2 9 

2,7 

2.2 

Bajra (Octobsr-September) 

1 9 

1 7 

2 0 

2 3 

2 4 

3.1 

Gram (April-March) 

4 2 

5 0 

3 4 

3 3 

6.3 

3 8 


Source .-Fortnightly Highlights published by Direetorate of Economics and Statistics, 
Ministry of Food, Agricultuie, CD and Co-operation, Department of Agri¬ 
culture. New Delhi. 
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Table 6: Pbopoktion ok Market 
Purchases Out of Total ConsumP' 
nON OK Foodouains 


(in porccntaHes) 




(A 



V 


^ OJ 

2 

V 

t3 

5 2 

s-p I 

— c 

.-IS rs^ 

S’C 

TZ 

c/5 

pi VI 

M 

'c 1 
a O 

1-1 = 

1) 

— % 
<U 


Andhra Ihudesh 34.7 63.1 99.4 6.3.5 


Maharashtra 

.34.7 57.5 

97.6 49.4 

Itaj.isthan 

26.6 47..3 

74.0 29.3 

Table 7: iNr.iiK.ASF.s in Piuces ok 

CoAfAfOniTIE.S 

Gonsumeo 
Sec "I OH 

IN Farm 

Index Numbeis 

I’ercentage Increases 

ol 

1969-70 

1969-70 

\\ hole-sale I’licx's 

ovei 

nvci 

for 

1955-56 

1961-62 

.l/cniii/i/efi/res 

61.7 

4.3.5 

Gotton M.miii.ie 

62.5 

.3.3.8 

tines 



Diesel Oil 

81.9 

22.8 

AliMiiiMiiini Utriisil.s 95*1 

35.2 

Soaps 

77.7 

36 6 

I'ertib'seis 

46.1 

52.9 

Gseles 

41 0 

11.9 

M.itches 

61.9 

Ml 


I): ahoiit 1.5 jH’i I ciil al)i)v ■ the iiii.il 
pi ice level. ' It is niidei stand.ihle th.'.t 
lui loiul items as a whole, nihaii pi lees 
aie iieail>' 13 per cent liiirher than tlie 
iiiial liiiees. What is levealiiit; m the 
N.S.S solvess i.s that. foi iioii-lood itiiiis 
eseliisive (it items ol iiihan monopoly 
Mieh as ainiisenients and spoils, iivdi- 
eiiK’. simdrs Hoods, .services, lents and 
t.ixes, et(, the piiee difteiimtial. at 126 
pel eeiit, is tssKi' as tliat tor food 
items. Tile nifeieiiee i.s that, the liaiis- 
porl and ovi'iliead eh.irjjes sshieh ihe 


rural retailers have to incur make a 
dent into retailers’ margins, compared 
svith the retailers’ margins in the ur- 
hijp area; their incidence is not passed 
on to the lural eonsuiners. It is also 
possible that such tran.sport and ovei- 
head ehaiges are e<|ually high in urhan 
areas, since eonimoditics ol local origin 
may not loim a significant pioportion 
ol the nrhaii consumer basket. 

Domestic te;ms of trade play a sig¬ 
nificant role III the process ol develoi)- 
nient, by piovidmg a measure ol shitt¬ 
ing ineomes tiom one sector to another. 
Wheie Goveininent finds it inconveni¬ 
ent. loi soeio-political reason.s, to im¬ 
pose direct fiscal bniden (like an agri¬ 
cultural ineoine-ta.\ and higher lates ol 
land leveniie) foi mobilising agricultii- 
lal sin pluses necessary lor the grcnvth 
o! an elficient industrial scctoi (and also 
lor iiiaint.iinmg pi ice .stability and 
raising national savings ratio), making 
tile tel ms ol ti.ide adverse for agiicnl- 
Inie would be a less pamliil alleina- 
tive device av.iilable. 

Ill the Indian conlevt, besides the 
political imwillingiiess to impose .aide 
tional t.is bmden. the levi'iine poten- 
tialits ol ,1 piogicssive sy.stem ol la.s.i- 
tioii ot the t\pe inevailing in the non- 
laiiii sector is limited. A lecent stndv 
on the iiieuleiiie ol ta.s.ilion in laiin 
.mil non t.iriii seetois, made bv tins 
aiithoi, shows til,it mole tiian 7.5 per 
ei lit ol direct tas.ition in the noii-l.iiin 
household sector is home b\ hoiee- 
.holds li.ivmg ineomes above 11s 35,000 
pel annnm In the iaini sectoi. such 
high-iiicomc hoiisehokls aie almost 
inrn-e\isteiil In other wolds, Ihe scope 
lor the operation ot high inaiginal lax 
lates IS limited in the laim .secloi. I'lie 
lest of the sni])lnses are diffused and 


scattered, which poses a serious pro¬ 
blem for the cliiect ta.\ adiiiinistratiuii. 
Thcrefoie, these surpluses are best 
tapped where and when thev become 
patently oveit, through siieli devices as 
betterment levies and higher iiiigatioii 
rates. This IS again not done lor politi¬ 
cal leasons. ConsecpientK, neither the 
strategs adojited for' I'lan investments 
noi the one adopted ior resource mobi¬ 
lisation has so lai lesiilted in the net 
tiaiisiei oi le.soiiiees liom the farm sec¬ 
tor to the iioii-faim sector svhich is a 
.smc non foi take-off, 

Msmi’I'imini; mr. Ti.hm.s ok 'I'RAnE 

.'\s loi the ereation ol .idveisc terms 
ol trade, various methods have been 
lonnd loi this purpose Some countries 
like lliiima, .‘\i geiitnia, liganda, West 
.Miiea, Nigeii.i .mil Ghana li.ive .idopt- 
ed moiiopoK st.ile pmi bases ol certain 
agiieiillni.il ])iodncts, eithei loi e.\ler- 
11 .il oi mteinal li.ide, with the inim.iiy 
obieetive o| earning highei iiweiines 
loi the stale II IS iiiilikeK that the 
operation ol slate liading m India in 
leeent seals has heljxal net li.mstci ot 
lesoinees lioni the I,mil sector to the 
iioii-l.nm sector On the eontiais. it is 
obvious Ibat ceitani Goveinmeiil ope- 
latioiis, like the lood jiioememeiil o|ie- 
•.ilioiis .It piiees bigliei than tlio.sc le- 
(onmiended bs the Agi leiiltinal I’lices 
GomnnsMoii. have aitilieialls kept i.p 
tin' m.nk”t ]iiiees and conic* m the way 
ol till ec ononis ileiivmg the benefits 
ol lowei pi lecs liom meie.ised oiitxuit. 
llie otliei inelliod would be to iinposo 
.'ddilional mdnect t.is biiiclens on coin- 
moditii s sold in tile laini sector. Tim 
eseise dnis ol II) per cent on leilili- 
seis iiiiposed in liie 1969-70 llndget 
ss.is to be I ommendeil liom this angle. 


TAHi.r. 8 : Total fNpurs as Proportion ot Gross Oltput in AriRiciiLTURi 


(Rs in crores, at constant 1960-61 prices) 


Year 

(0 

Gross 
Value of 
Agriculture 

(2) 

G ross 
Value of 
Animal 
Husbandry 
f3) 

Total of 
Agriculture 
and Animal 
Husbandry 
(4) 

Total 

Inputs 

(5) 

Inputs 

from 

Manufacture 

(6) 

(5) as 
Percentage 
of (4) 

(7) 

(f>) as 
Percentage 
of (4) 

(8) 

(6) as 
Percentage 
of (5) 

(9) 

1960-61 

7161.0 

1593.3 

8754,3 

18.50 4 

52.8 

21.1 

0 6 

2.9 

1964-65 

7917 0 

1793.0 

9710 0 

2015 2 

115 0 

20 8 

1 2 

5 7 

1965-66 

6784.2 

1536.5 

8''20 7 

1734 9 

136.1 

20 9 

1 .6 

7 8 

1966-67 

6926.7 

1505.8 

8432.5 

18.38.5 

212.6 

21.8 

2 5 

It 6 

1967-68* 

8229.9 

1614.2 

9844 1 

1158.0 

403.7 

21 9 

4 1 

18.7 

1968-69* 

8723.7 

1743.3 

10467.0 

2304.1 

499.3 

22 0 

4‘8 

21.7 


* Preliminary. 

Notes: Total inputs consist of 

(a) inputs from agriculture, namely, seed, organic manure and livestock feed, 

(b) inputs from manufacture, namely, fertilisers, pesticides, electricity and fuel oil. 

(c) other inputs, namely, market charges, irrigation charges, depreciation, repairs, maintenance, etc. 

Source : “Economic Recovery” 1967-68, 1968-69 ; 'Some Relevant Data ami Tentative Analysis’. 


1239 



It is true tliit the whole issue is a 
complex one and there is no single so¬ 
lution to this problem. Many devices 
— fiscal and para fiscal — will have 
to be adopted, in combination at dif- 
feresU points for different commodities, 
for siphoning; off anricultural surpluses 
ior economil' giowth. Among tlie dif- 
lerent methods other than direct and 
indirect taxes in vogue in different 
countries, state trading can play a pi¬ 
votal role ill sipboning off agricultural 
surpluses, particularly when there is a 


disproportionately high shift of money 
incomes from the non-farm sector to 
the farm sector. It is therefore disquiet¬ 
ing to note that, in India, even state 
trading in agricultural commodities 
has, by and large, failed to achieve the 
objective of mobilising larger agricul¬ 
tural surpluses. If this continues un¬ 
checked, the national economy will 
continue to be subjected to a moderate 
long-term growth of around .I to 4 per 
cent. 


Notes 

1 Bepoit of the * Agricultural Prices 
Commission on Price Policy for 
Kharif Cereals for 1968-69 season. 

2 M L Dantwala: 'Incentives and 
Disincentives in Indian Agriculture], 
Indian Journal of Anricultural Eco¬ 
nomics, April-June 1967, p 6. 

.3 G S Chatterjee and N Bhattachar- 
ya: ‘Rural-Urban Diiferentials in 
Consumer Prices’, Economic and 
Political Weekly, May 17, 1969, 
p 850. 


Sheaf 

of 

Gold 


^ When the fend yields richly, the Tamil 
farmer calls it ‘Land that qrows gold'. 
That is how they talk of fertile land 
on the banks of the Cauvery. 

In recent years, the soubriquet has 
extended to many areas; even districts 
known in Gazetteers as ‘famine areas' 
have produced more cobs to the 

sheaf.each a sheaf of gold. 

Whether it is due to better seeds or 
more fertilisers, whether it is the 
result of more pumps or improved 


methods, the fact is that we have 
pulled through two drought years 
to produce record yield of 
food-grains. 

Call it the green revolution or 
not ... . the grain harvested 
last year adds up to over 100 
million tonnes—double of what > 
we produced in 1950. 

As we press forward, applying 
science to the betterment 
of man, we know that 
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Towards Better Utilisation 

Manpower 


of Scientific 


P N Chowdhury 
R K Nandy 

The approach to manpower planning in this country has been based largely on the assumption that 
given certain levels and patterns of investment, employment would automatically adjust iiself to an 
optimum position. But recent experience in respect of engineering manpower has shown ■ that abject 
surrender to market forces might be too costly. 

This paper attempts to suggest certain parameters of a policy on scientific manpower. It traces the 
trend in the supply of natural scientists, excluding engineers and doctors, with post-graduate, or higher 
qualifications over the period 1950-65. The distribution of employed scientists in different; types of 
organisations is examined to bring out their employment pattern. The paper also deals with the income 
structure of scientists and examines their spatial mobility. 

[Thi authors are grateful to K Roy, Scientist-in-Charge, Division for Scientific and Technical Per¬ 
sonnel, CSJR for his kind permission to use the Division’s data. The authors are personally fesponsible 


for the views expressed in the pai 

I 

Introduction 

MANPOWER planning in India has 
concerned itself, at the macro-level, 
with problems of balancing overall 
supply and demand and has failed to 
step into the precincts of concrete 
studies on sectoral imbalances. It has 
been assumed that, given certain levels 
and direction of investment, employ¬ 
ment would adjust itself, almost auto¬ 
matically, towards an optimum position. 

The recent experience in respect of 
engineering manpower has taught us 
that abject surrender to market forces 
might be too costly in terms of econo¬ 
mic, social and political sacrifices. Most 
policy-makers own that the question ol 
educated unemployment and under¬ 
employment is a .source of great politi¬ 
cal tension, but very few of them would 
agree to deploy sustained research ef¬ 
fort on this problem. I’oliticians are 
accustomed to speaking in a vacuum, 
but planners cannot wish away the real¬ 
ity that the country has failed to deve¬ 
lop an adequate information system and 
a research base for studying various as¬ 
pects of the utilisation of educated 
manpower, specially, its most vulner¬ 
able section, viz, scientists and technolo¬ 
gists. If one wants to know the number 
of seientiste and technologists employed, 
say, in thp chemical industry', their sta¬ 
tus, their age and income distribution, 
one is sure to face disappointment. Wc 
become conscious of an event when it 
has already occurred with serious ad¬ 
verse consequences, instead of directing 
the course of events on the basis of 
ex-atUe prognosis of their possible con¬ 
sequences. Sheer empiricism and politi- 


er.] 

cal prcssuie. forced on us some discus¬ 
sion of the problem of employment of 
engineers and the flight of scientists, 
doctors .md engineers (popularly known 
as the “brain drain”). 

The country has wiUiesscd, during 
the last two decades, vast expansion of 
science education at different levels. 
Science and its application have come 
to be recognised as one of the key varia¬ 
bles for economic, social and piilitical 
tran.sformation. Scientists have occupied 
a large number of positions in Govern¬ 
ment, industry and university and r-’- 
.search institutes. The scientific profes¬ 
sion has of late received a high social 
status. Scientists have started develop¬ 
ing external contacts profusely through 
intt;rnational symposia, seminars and 
visits to foreign countries for training 
and other purposes. These national and 
international interactions have the effect 
of raising the level of expectation among 
a vast number of woiking and would- 
be scientists, who are drawn from the 
widest possible .Strata of society. This 
has posed a sociological problem. The 
slightest shrinkage of opportunities at 
the intellectual and material planes or 
the apprehension ol this happening 
creates more than proportionate tension 
among the ranks of the present-day .md 
prospective votaries of science. A levi.i- 
than of a creative force has been 
awakeneil and unless society knows how 
to use it. enormous frustration may be 
generated, leading to viohmt disturbance 
of thp social equilibiium. 

The present paper intends to elabo¬ 
rate certain parameters ol a policy on 
scientific nianixiwer. It traces the trend 
in the supply of natural scientists (ex¬ 
cluding engineers and doctors) with poSt- 


giaduate or higher qualifications for the 
period 1950-196.5. The distribution of 
employed scientists in different organi¬ 
sations and the sector of their activities 
arc dealt with in order to. pinpoint the 
present employment pattern. The paper 
also deals with the inconae structure of 
the scientists and their spatial mobility. 

II 

Trend in Supply of 

Scientific Manpower 

Almost .ill the disciplines under natu¬ 
ral sciences have been covered in this 
section which seeks to trace the annual 
outturn and stock of scientists for tlie 
lieriod 1950-1965. It has been estimat¬ 
ed' tliat tile present (1970) strength of 
all sci<-ntific and technical man¬ 
power, inclusive of engineers and 
doctors, stands at 1.19 million, of which 
science giaduatcs aie e.stimatcd at 0.4S 
million and science post-graduates at 
0.1.5 million. ; 

Table 1 indicates the trend of supply 
of scientists for tin- last [two decades, 
it shows that during the ^5-ycar period 
there was a sixfold incresjse in the an¬ 
nual turnover of P(j scientists. The 
stock of PG scientists in 1950 was 
17,000 and during Ihc las^ two decades 
there has been a ninefold increase in 
their stock. The annual rate of growth 
in outturn was very high during 1950- 
55 but later on it liecomes steady 
round 16 per cent. Of course, the 
growth for tlie stock over the two de¬ 
cades remains the same. In other words 
the experience of the last two decades 
suggests that doubling of the stock ol 
PC; scientists takes place in 7 to 8 years 
and the outturn per year doubles in 5 
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INDI ANOILBAinUErS IKEMmU I 


To feed the fuel-hungry Emperor—India's first Jumbo (capacity 
1,80,000 litres of jet fuel I) posed a challenge to Indianoil. 


Indianoil's Aviation Engineers successfully met it by designing 
giant rafuallara of 4S.000 litre capacity— the biggest ever 
fabricated in India with indigenous components—capable of 
delivering fuel at the rate of 4,500 litres per minute. 


Indianoil, the nation's largest oil refining B marketing organi* 
sation keeps pace with the latest technology—in aviation as 
well as other industries. 


INDIAN OIL CORPORATION LIMITED 


INDIANOIL 


MfitHal Imt/ir 
temmit fnsptrilf 
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Table 1 Anmjai Outtubn and Siock of Post-Giiaduate Scsenhsts (1950-70) 


Category 


Outturn m 



Stock at the 

Growth Factor* 


1950 

1955 

1960 

l‘)65 

End of the 

of tht 

Stock 




Yeai 








1965 

1970 

1950 

1960- 







(esti¬ 

mated) 

60 

70 

(1) 

(2) 

(3) 

t4) 

(5) 

(6) 

(7) 

(8) 

(9) 

Chemistry 

346 

582 

1081 

1,943 

18,000 

29,100 

23 

27 

Geonaphy 

Geology 

157 

299 

674 

1,036 

9,200 

14,500 

52 

31 

61 

93 

274 

447 

4,200 

6,600 

50 

3.3 

Geophysics 

5 

13 

21 

36 

Mathematics 

281 

755 

1,012 

1878 

17,800 

28,200 

27 

2.6 

Statistics 

30 

100 

258 

378 

3,400 

5,200 

75 

35 

Physics 

222 

454 

736 

1,388 

12 800 

20,800 

2-5 

2.8 

Agriculture 

154 

197 

488 

1 197 

7,700 

13,500 

37 

3.6 

Botany 

97 

251 

414 

702 

6,600 

11,400 

31 

31 

Zoology 

128 

252 

429 

760 

6,500 

11 100 

32 

32 

All categories 

Rate of growth 

1,481 

2996 

5,387 

9 765 

86,200 

140 400 

30 

3.0 

per year (per cent) 


20 4 

15 96 

16 25 

— 

12 62 

— 

— 


• Growth factoi is tht latio of the stork (1960 to 1950 .incl 1970 to 1900) 

Sottrre Teihitiial Manpower Bulletin, Divi ion lor Stientific and ItchiiK il I’lisoniid CSIH luni 1970 Vol \II, No 6, 
and other data obtaining in the Division 


to 6 years So fai as iiiti r disciplinary 
variation in the supply of PC sLiiiitists 
IS conteriM'd, the following iharactri 
istics may Im> noted 

(i) The pure science gtoup (physics, 
chemistry and mathematics) shows a 
high rate of increase in the outturn 
figures Barring mathematics this 
group’s growth factoi foi stock also 
tends to increase though ihcmistry has 


an t dg( ovi r physics Brighti i i mplov 
niciit prospects foi students passing out 
in chiniistry and physics could < xplain 
this rapid rise in niimheis Tht iiilliis 
into till mathtinatics group may paill; 
hi (xplaimd l>v demand I ictois but in 
the main it rt presents the itsidut uliich 
failed to get actuinmodation in phvsus 
and ch<niistr> 

(ii) Outturn in the geo sciences rises 


at 1 lesser rate than that in the pure 
seicnces The growth factor foi stock of 
this giuup tails sharply post-graduates 
m ge o ph> SICS art few in number and 
thi use in outturn tor geology is com- 
lortabli 

(ill) So lar as the bio sciences are 
eoiictrned the rate ol increast of the 
oiittiiin in agiiciilturi, though almost 
stigniiit until 1955 legisters a sharp 


Tabif 2 DisiwHinifiN of SriiNiisi' IIavinc Post (.haouatf and Iliciicn Qosiine aiion<! ns Piilsent Acnvirs and 

DistirijNts 1961 65 


Suhje 1 1 


iS 

a 


Present 

Activity 

U 

£1 

<0 

(2) 

O 

O 

eo 

1 

S 

(3) 

£ 

i/i 

E 

ii 

-C 

U 

(4) 

V 

(/) 

e* 

£ 

(■5) 

M- 

c 

eg 

tS 

(6) 

bt) 

o 

s 

(7) 

•h 

\J 

ha 

bn 

(8) 

& 

o 

o 

h 

O 

(9) 

E jc 

0, 

•q. fe 

o o 

(10) (11) 

*0. 

i 

Q 

< 

(12) 

Teaching in college/ 
university 

219 

2,226 

2,711 

2 835 

1 103 

1231 

291 

2‘JO 

45 

282 

11,833 

Teachmg m school/ 
polytechnic 

20 

717 

345 

292 

161 

160 

79 

22 

4 

275 

2,107 

All teaching 

239 

2 975 

3 056 

3 127 

1 266 

1 391 

170 

312 

19 

557 

13,340 

Research in industry 

2 

8 

118 

21 

16 

9 

5 

3 

— 

— 

182 

Research outside indus 
try 

101 

3% 

2 482 

1 123 

794 

5‘W 

1031 

244 

73 

27 

7,073 

All research 

103 

404 

2600 

1 344 

810 

6()S 

1 039 

247 

73 

27 

7,255 

Teachmg-cum-rc- 

search 

58 

193 

992 

589 

lot 

318 

425 

128 

17 

70 

3,194 

Technical m industiy 

63 

118 

1 137 

251 

29 

40 

45 

291 

51 

4 

2,031 

Technical outside 
industry 

342 

f.85 

822 

857 

227 

349 

898 

631 

70 

53 

4,934 

All technical 

405 

703 

1 959 

1 108 

256 

389 

‘M3 

924 

121 

57 

6,965 

Professional practice/ 
consultation 

1 

6 

15 

14 

3 

1 

2 

0 



48 

Non-techxiical 

106 

1,094 

594 

484 

184 

147 

124 

71 

10 

162 

2,976 

Total 

912 

5,473 

9,216 

6 666 

2 923 

2,854 

2.‘K)3 

1688 

270 

87 

33,778 


Source Primary data obtained from th National Regisltr maintaintil by thi Division for Sciimtific anil Technical 
Personnel of CSIR 
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Tabie 3 DisTBjBtmoN OF Employed Posi -Graduate Scxentxsts by Organisation and Nature of Acttvity, 196165 







Nature of Activity 









Teaching m 

Research 

Technical 








e£3 

§ 


U 












(A 

V 

2 

-I 


£ 

(A 

9 


«A 

03 

Ws 


to 

a 


"c3 



1 

o 

a 

D 

QJ 

*0 

Q-I 


TD 

e 

i-N 

0^ 

s 

S 

^ c 
« o 
e ^ 

O <0 


% 

1 

c 

eC 

u 

Oi 



o 

00 

8 

C 

l-H 

nj 

2 

TD 

C 

1-^ 


&.> ^ 
c 


tr 

0/ 

C 

ha 

H 

a 

t9 

Organisation 

H 

u 

o 

£ 

S 

c 

s 



C/5 

o 


t2 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(iiT 

(12) 

(13) 

University 

1,281 

1,261 

2 

— 

1,258 

2 

122 

1 


2 

5 

25 

3,959 

College 

1,581 

9,466 

79 

— 

173 

2 

40 

7 



5 

8 

11,361 

Polytechnic 

5 

17 

179 

-- 

— 

— 

— 

_ 





201 

School 

19 

57 

1,622 

— 

— 

— 

— 




1 

1 

1,700 

Government, Central 

22 

63 

18 

4 

834 

47 

2 519 

3 


2 

52 

1,007 

4,571 

Government, State 

250 

268 

155 

6 

702 

36 

1,794 



4 

48 

1,008 

4,271 

Local Bodies 

— 

3 

9 

— 

— 

— 

23 

— 




21 

56 

Industry, Public 

— 

2 

— 

42 

9 

500 

59 

— 


4 

— 

41 

657 

Industry, Private 

Rcseaic-h Organisation, 

1 

4 

2 

100 

9 

1,348 

54 

1 


62 

11 

141 

1,733 

Public 

Rfseiich Organisation, 

10 

9 

1 

n 

3,404 

11 

176 

1 



12 

9 

3 652 

Private 

10 

5 

— 

11 

466 

3 

15 

— 


— 

3 

4 

517 

Self-employed 

— 

2 

1 

o 

1 

35 

14 

26 


25 

3 

185 

294 

Othcis 

2 

7 

5 

o 

45 

18 

52 

7 


26 

28 

161 

353 

Total 

3 187 

11 164 

2,073 

180 

6 901 

2 002 

4,868 

40 


125 

168 

2611 

33 325 

Sourc r Ibid 














rise Mint, then Botany 

and 

/oology 

1 nK medical courses The pattern of 1 aic visible 

fiom the group of 

curvts 

share, Ihi sunt fate, the per yeai growth 

t luploymcnt of 
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cuTiiliinid curve 
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invest- 
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dis 1 he 
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moving 
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11 cvptctid outturn of 

scient- 

the supply side the bio sciences arc 
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V) 
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Qualification 

I cvel 


tn 

W 

V 

(A 

a 

d) 

i 

E 


S' 

r*- 


1 

'3 

u 


(/■ 

w* 

•£1 

6) 

Qi 







o 





2 

o 

_ 




P 

L 

a. 

tS 

cc 




o 

6 

< 

(1) 


(2) 

(5) 

(4) 

(■5) 

(6) 

(7) 


(8) 


(9) 

(10) 

(11) 

All Post-Graduates (in- 


286 

363 

'’16 

339 

289 

296 


309 


375 

390 

318 

eluding Doctorates) 

(668) (3,831) (6,065) 

(4,331) 

(1886) 

(1 961) 

(1,969) 


(199) 

(991) 

(2,190) 

Doctorates only 


880 

573 

56) 

600 

519 

519 


524 


660 

661 

585 



(21) 

(137) 

(990) 

(410) 

(238) 

(299) 

(231) 


(18) 

(68) 

(2,418) 


Source Ihxd 

'Notes (1) Persons above 60 years have been excluded from consideration 

(2) Figures m parentheses udicate the number of scientists for whom the salary figures hold gcxid. 
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and the unit for “t" is 2 years. Fuhire 
estimates of the outturn may be obtain¬ 
ed for each year on the basis of the 
above equation. 

The supply trend observed in the 
previous section presents a back-drop 
for the problem of utilisation of the 
future additions to the scientific labour 
force. 

The present section brings to the 
fore the triangular interactions of scien¬ 
tific disciplines, present activity of the 
scientists and the organisations which 
they serve. The distribution of scientists 
having post-graduate degrees (mcluding 
Doctorates) in this three dimensional 
set-up may be analysed to show lew- 
than-optimum situations from the point 
of view of different utilisation criteria. 
Data on these scores pertain to the re¬ 
gistrants whose particulars are available 
in the National Register maintained by 
the Division for Scientific and Technical 
Personnel, CSIR, during 1961-1965. 

It is very difficult, under the present 
system of reporting to arrive at reliable 
figures for the total number of employ¬ 
ed scientists. The 33,778 registrants (re¬ 
ported in Table 2) represent a good 
cross-section ol scientists employed in 
various types of activities. In this paper 
no claim is made about the represen¬ 
tativeness of this sample. It is believed 
that the younger scientists arc more in¬ 
clined towards registering and renewing 
registration and, therefore, there is a 
chance of certain downward biases be¬ 
ing present in the sample for such cate¬ 
gories as overall income and age of em¬ 
ployed scientists. 

It is observed from Table 2 
that percentages of absorption of 
scientists are 39.4, 21.4, 9.4, 20.6, and 
9.2 in the teaching, research, teaching- 
oum-rc.search, technical and non-techni- 
cal (administration) fields, respectively. 
Of the scientists employed in teaching 
and teaching-cum-rcsearch. Universities 
and Colleges are responsible for the 
provision of employment to 67.8 per 
cent and the rest find berths in schools 
and polytechnics. It is found in Table 
2 that only 182 (2.5 per cent) of the 
7,255 rc.search scientists covered in the 
study were working in industry, indicat¬ 
ing very poor participation of the indus¬ 
trial sector in Research and Develop¬ 
mental (R and D) activities. Of course, 
during the last five years industrial em¬ 
ployment of R and D scientists has shown 
steady progress but the rate of Increase 
has not been high enough to tilt the 
relative position. 

It is seen from Table 3 that industry 
is responsible for providing employment 
to 1,961 (28.6 per cent) of the 6,870 


scientists engaged in technical activities, 
government appearing as the main em¬ 
ployer employing 4,396 (63.9 per cent). 
On a deeper probe into activity varia¬ 
tion of scientists belonging to different 
disciplines it is found that for mathe¬ 
maticians, teaching and teaching-cum- 
research (58.2 per cent) and non-techni- 
cal work (20 per cent) are the more im¬ 
portant fields of activity. Physicists are 
distributed mainly in teaching and 
teaching-cum-research which together 
account for 55.1 per cent, research ab¬ 
sorbing 19.2 per cent. Chemists* con¬ 
centration in teaching and teaching- 
cum-rcsearch is lower (43.5 per cent) 
and research (28.2 per cent) and techni¬ 
cal work (21.7 per cent) are, compara¬ 
tively, more important. 

Among the bio-scientists, botanists 
and zoologists follow more or less the 
same employment pattern as that of 
physicists, though in case of zoologists 
technical work appears to be more signi¬ 
ficant. For agricultural scientists, the 
most important field of employment Is 
research (34.8 per cent) followed by 
technical work (31.0 per cent) teaching- 
cum-research (13.4 per cent) and only 
teaching (12.7 per cent). For geologists, 
the pattern is reversed, technical work 
occupying the highest position (58.2 per 
cent) followed by teaching (18.4 per 
cent) and research (14.6 per cent). 

The above analysis leads to the follo¬ 
wing conclusions. 

(1) For mathematicians the high in¬ 
cidence of non-technical (administrative) 
work, and that too in Government de¬ 
partments, is a sure sign of wastage. 
Openings for mathematicians in research 
and industry are very limited, which 
suggests that the present syllabi in 
mathematics in various rmiversities need 
drastic changes with more bais towards 
research and application. The scope for 
mathematical research, in both basic 
and applied areas, has to be investigat¬ 
ed. The application of mathematics in 
the areas of rn.anagement research, ope¬ 
ration research and computer science 
need be thought of. 

(2) Nearly 7 per cent of the total em¬ 
ployment of the scientists is generated 
by industry (private and public) and 
the rest is provided, directly or indirect¬ 
ly, by government and educational in¬ 
stitutions. Now, the question is : how 
far is it possible and desirable to sustain 
the above pattern of employment? It 
has been observed that the number of 
post-graduate scientists is increasing 
every year by 15 per cent and the rate 
is going to be steady if it does not 
accelerate. Employment outlets for this 
rising number of scientists have to be 


found more and more from within the 
economic mechanism of the society and 
the scientists should be made more use¬ 
ful by being drawn closer to the produ^ 
tion apparatus. 

In order to realise that goal a shift 
of emphasis from pure scientific training 
to technological courses is an urgent 
necessity. The social prestige that is 
associated with the pursuit of theoretical 
knowledge should be accorded also to 
research in more utilitarian fields. 

(3) Tlie opening of new branches in 
physical sciences, like electronics and 
telecommunication and computer tech¬ 
nology, and their industrial utilisation 
have had some impact on the expansion 
of indu.strial employment of physicists. 
But compared to the rate of increase in 
the supply of these personnel, the in¬ 
dustrial intake is tardy and the employ¬ 
ment potential may get saturated soon. 

(4) The basic solution for the imba¬ 
lance lies in reshuffling the educational 
system, in the scientific and technoiogi- 
eal reorientation of industry and agri¬ 
culture and in the integration of 
educational planning with planning for 
econ(»nic development. 

The system of remuneration offered 
In scientists is one of the indicators of 
their utilisation. If it is observed that 
real income of the employed scientists 
has been rising over the years relative 
to that of other sections of society, there 
is a presumption that the demand for 
them (in relation to supply) and, cor¬ 
respondingly, their social effectiveness 
are growing. This assumption does not 
hold good if demand is affected by sup¬ 
ply, i e, scientific posts are created, not 
in response to felt need, but to provide 
jobs to the really talented and/or needy 
scientists. Again, at a point of time, the 
income distribution among scientists of 
various disciplines may reflect that some 
scientists are in greater desnand than 
otlicrs, because of their greater relative 
social utility. 

Nearly 22,000 po.sl-graduate scientists 
(of whom 2,418 are research degree 
holders) have been covered by the salary 
analysis attempts’d here. The difference 
III median salary of all post-graduates 
and doctorates is computed at Rs 247 
pm per scientist. In the pure sciences, 
the highest level has been reached for 
mathematics post-graduates and, among 
all scientists, the geologists’ median 
salary appears to be the highest. Of 
course, the subject-wise range of vari¬ 
ation in the salary of post-graduates is 
not very wide, although this variation 
is very marked in the case of doctorates. 
For geophysicists and geologists, the 
median salaries for doctorates are higher. 
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in keeping with the salary levels of nil 
post-graduates in these subjects, but 
this direct correspondence breaks down 
for statistics. In statistics the post- 
<giaduates earn the lowest median salary, 
liiit the doctorates earn the highest 
median salary among all scientists. The 
low level ol earning of post-graduate 
.statisticians may be explained hy lower 
scales of pay for technical work (as 
investigators, statistical assLstants and 
computing clcrk.s) both in government 
and in industry. The median salary ol 
bio-scientists is generally depressed 
compared to that of pure scientists and 
geo-sci«itists. The compaiatively higher 
salary level ioi mathematicians in tin- 
pure seience-gronp could hardly be ex¬ 
plained by the pattern ol employment; 
it might leiieet the hight'r average age 
ol mathematieians and its effect on 
salJiies. 

The eoiieepl of mobility from a low 
to a high degree of utilisation is biusic 
to eeonomic optimisation. This is true 
not osily for pioducts hut also for all 
tachirs ol production, including human 
capital. Mobility ol scientific and techni¬ 
cal peisonnel may be intra- and inter- 
oiganisational and interregional, inter- 
.State and international. Intra-organi¬ 
sation veitical movement from one type 
ol activity (say. technical) to another 
(sa\. scientific) <‘ffected through promo¬ 
tion is always helpful from the indivi- 
du.d scientist’s point of view and useful 
trom the stand-point of society. Inter- 
organisational movement may be helpful 
to the financial interests ol an individual 
scientist, but the social good may not 

..ihanced p<rri pri.s-.sir, inasmuch as 

the movement may be horizontal (cover¬ 
ing the same type of activity) rather 
than vertical. Inter-organisational move¬ 
ment, lor example, between university's 
.md research organisations, on the one 
hand, and between extension and re- 
yr'arch establishments, on the other, is 
generally hi'lpful so far as they make 
possible cross-fertilisation of ideas and 
experience. The question of inter-or- 
ganisat'onal mobility of agricultural 
scientists has been raised in a recent 
discussion.^ Due to the lack of adequate 
data it has not been possible to develop 
in this paper the analysis of intra- and 
iiPcr-organisational mobility of po't- 
graduate scientists. 

Movement of scii'ntists bi'tween the 
States is presented in Table 5. Not only 
does such mobility benefit the mobile 
sections professionally and financially, 
but the movement ol highly qualified 
personnel Iroin one place to anothei 
serves to improve productivity through 
the exchange ol live information and 


expertise among different geographical 
positions. Mutual interaction among 
scientists of different States very often 
opens up newi'r horizons in the fields 
ol education, research, development and 
extension. Moreover, as the top intel¬ 
ligentsia belonging to different linguis¬ 
tic groups anti ciiltuial stiata gather and 
mix in piolcssitmal and non-piofessional 
pm suits, emotional integration at a 
national plane gets strengthened. 

The sample si/.c in Table 5 (38,677 
sficnlisls) is huger because it includes 
both the employed and those seeking 
cmploxmcnt. Table 5 throws some light 
on ceitam inteic.sting aspects of the 
mobilits jiattciii oi post-graduate scien¬ 
tists. A significant variation is obseived 
fii the inobility ol scientists betwci'n the 
regions. The sliciigth of domicile scien¬ 
tists in the lotii southeni States is 
10,201; out ol this, 2,006 (10.65 pei 

cent) moved to outside regions. Simi- 
laily, the number of domiciled scientists 
in the northeiii States is 15,652, nf 
uhom 1,289 (8.23 per cent) moved out 
ol the region. The mobile sections from 
castein and western India (Gujarat and 
Mahaia.shtin) going outside their regions 
constitute less than 10 jTcr cent of the 
number ol domiciled persons. The rela¬ 
tively higher degree ol mobility from 
the southern States (Andhra and Kerala 
predominate) is caused both by the push 
and tiull factors. Lack of employment 
opportunities, specially, in the industry, 
m the south aiul the comparatively widei 
scope in othei areas contribute to the 
higher degiee ol mobility. The pull 
eflect ol Delhi as the capital, offering 
opportunitic-s in administration and in 
the acadeinie field, has to be taken into 
consideration. 

The pull and pu.sh factors are an in¬ 
teresting subject of research and it 
vcoiild be useinl to know which types 
ol organisations and activities are spe¬ 
cially ie.sponsible for providing jobs to 
scientists belonging to other regions. It 
is observed that the northern .States (in¬ 
eluding Ml’) show the least movement 
outside the States concerned. UP is hy 
lar the most important, not only in pro¬ 
ducing the greatest number of post-gra¬ 
duates but in providing employment to 
a large propoition of its own sciaitistr. 
Data presented in Table 5 piovides 
sexipe ior mole detailed discussion of in- 
(la- and iiiti'i-State mobility and foi 
studying the factors behind the observ¬ 
ed mobility-paftein. 

Ill 

Conclusions 

This iraper aims at drawing attention 
to a fuller appraisal of the employment 


polii'y tor scientific manpower. The 
tii'iul of supply ol scientific manpower 
points to an explosive growth-rate and 
there is urgent need for closer exami¬ 
nation of how this glowing force is 
a«-ornmodat»'d in the social fabric — il 
not with the greati'.st advantage, at 
least with the least disadvantage. The 
stiidy ol the oigaiiisalion. the types of 
uoik, the incentive systems and the 
mobility characteristics ol already cm- 
|)loved scientific personnel will help 
bettei planning for fuller utilisation of 
the new entrants to the scientific labour 
foici'. 

Notes 

1 'ra-lmirul Manpower, Bulletin of 
the Division for Scientific and 
Technical Personnel, CSIR, June 
1970. 

2 “I’atteni ol Employment of Agricul- 
tnial Scientists", P N Chowdhury 
and It K Nandy, Economic ana 
I’oHtiral Wrekhi, June 20, 1970. 

I Ghowdhnrv and Nandy. ojy clt. 


Agricultural Credit 

A PltOCJRAMME to expand the volume 
and range of agricultural credit to far- 
iiieis in the States of Haryana and 
Tamil Nadu will be carried out with the 
help (it two credits totaling $60 million 
liojii the International Development 
Association (IDA). The credits will fin¬ 
ance investments in minor irrigation, 
hum mechanisation and land levelling. 

Both projects, when ixmipleted, will 
bring major benefits to the Indian eco- 
noniv ill the foini of increased produc¬ 
tion of toodgrains and other crops and 
will lesiilt III higher iiuximes to over 
70,000 paiticipatiiig farim^rs in the two 
Stahs. Ttie ineiease in agricultural pro- 
diietioii will come both from better 
xields and higher iioppiiig intensity, 
I’lodnetioii ol loodgiains alone will in- 
(lease by about .500,000 tons a year. 
The value ol additional prodiu^tion of 
whe.il, lice, sug.w'ane, oilseeds and 
cotton seed lesulting from the projects 
w'ill unioiint to $61 million a year at 
curieni prices. 

In lecent yeais, the Government of 
India has given priority to the introduc¬ 
tion ol the nexv agricultural technology 
tliioiigh iiicieasing the availability of 
iiiijiioved inputs and by providing eco- 
noinie inc'c'ntives to farmers. In order to 
ni.iintaiii the momentum of agricultural 
giowth, the Government is hying to e\- 
jiand the availability ol institutional 
ciedit Ioi on-luim investments and the 
IDA el edits are part oi the continuing 
effoits to support such institutional cre¬ 
dit piogratnines. 
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FROM THE CHAIR 


The Chartered Bank Organisation 

Chairman, Mr W G Pullen’s Statement 


TIIK follDwitig an- extracts from the 
Statciiicnt iiTiil Overseas Sijrvc) by (in- 
Cliainnan, Mr Willi.iiii Oeoige i’lill.-ii, 
t<) be preseiilecl at the Annual Oeneiul 
MeC'tiiiK <if the Cliarteied Bank on 30th 
June 1971, at 38 Bishopsgate, London, 
E C 2. 

Oin meigei with our fiieiids The 
Standard B.iiik Limited was effective 
from 1st Januaiy 1970 and in the en- 
sutnM year most satisfying progress has 
Iwen made towards our final goal ol 
the closest possible collalxiratinn com¬ 
patible with the interests of the respec¬ 
tive banks anil thereby those of the 
share-holders in our joint fortunes. In 
particular, plans are well advanced for 
u joint international division which in 
size and diversity will have greater scope 
foi handling the large and widespread 
demaTids of international cxrmpanies and 
yet will still give that personal service 
which our customi rs, no matter how 
small or in what jiait ol the woild, 
have come to expeel. 

Although, as usual, the year did not 
pass without one or two political set¬ 
backs, the most im|Kirtant of W'hieh was 
the nationalisation of our business in 
Libya, 1970 was a successful yeai in 
which we were able to take lull ad¬ 
vantage of steady eonditioiis in most of 
our territories and ol increasing world 
trade. One<' again too the rel.itive sta¬ 
bility of all the major eiirreneies enabl¬ 
ed us to give exchange cover to oui 
large tiading customers without undue 
risk to ourselves, and in (his connection 
it is lea.ssiiiing that HM Government 
has agreed to renew' the guarantees 
against the efb'cts of devaluation for 
those isiuntiies of the sterling ari-a 
maintaining the greater portiim of their 
over.seas lialanees in London. Further¬ 
more, in spite of some underlying 
weakness in the United States dollar, 
anti a reluctance of .some of the more 
powerful counliies to regard Special 
Orawing Rights as desirable alterna¬ 
tives to goltl ami currency holdings, 
there has Iwen an obvious concerted 
effort b)- cential bankers to play down, 
and eradicate il jxissible. any disparities 
uiisiug fioni pressuies in the loreign 
e.\ehange market. Whilst changes in the 
paiities ol any ol the world’s leading 
errrrencies riright thenToi'e appeair un¬ 
likely rn the near temr future w'c can¬ 
not over hark the extraordinary power 
generatetl in tree Eirro currency markets 


which could exert sulHcicnt pressures 
from the flow of hot money to over¬ 
ride the monetary ixilicies and interests 
ol individiral coirntries. The United 
Slates dollar W'ill, however, eontinue to 
suffer all the .stiesses, which wc know 
so well, of Irehrg a reserve currency. 
'I'here is t<K). in spite of more inclina¬ 
tion to write and talk ol a world central 
bank, vi'ry little likelihood of a funda¬ 
mental change in the present .system for 
a lung time to come. 

Mention has berm made of the na¬ 
tionalisation of the Commercial Bank 
.SAL in Libya, the first joint Libyan bank 
founded and in which we held forty- 
nine per cent of the capital. It is not 
easy to undr-rstand cither the political 
or economic reasons for this action but 
Libya, a rich country, has promised to 
pay full compensation. Last year I re¬ 
ferred to our expectation that India 
would reimburse us in full for the na¬ 
tionalisation of the Allahabad Bank 
Liiuiti’d, and I am pleased to say that 
we have received the first of the three 
compen.sation instalments. Only Burma 
still shows no intention of honouring its 
promises and obligations and .so assii- 
inedly can still have no plans for en¬ 
listing overseas aid to underpin its ail¬ 
ing economy. 

This Ye ah’s Accounts 

The consolidated balance sheet figures 
have again increased and this year total 
£1,010 millions, an increase of £75 mil¬ 
lions over the figure for 1969. Curri'iit. 
Dej[Misit and Other Accounts have in¬ 
creased by £60 millions and Advances 
to Customers and Other Accxiunls by 
£50 millions. In The Chartered Bank’s 
owT) accounts £4,400,000 has been trans¬ 
ferred from inner re.serves to the Re¬ 
serve Fund which now stands at £22 
millions. In the Group accounts, capital 
and con-solidated published reserves to¬ 
gether with the balance on profit and 
loss account now total £.34,210,908, an 
increase of £5,046,998 over the corres- 
ixmding figure for 1969. 

dividends are now payable in their 
ciitircf>' to our parent. Standard and 
fffiartcicd Banking Croup Limited, 
whose fiist accounts to 31st March 
1971 cover a period of 15 months. In 
consequence the dividents, paid and 
proposed totalling £2,950,000, which 
appear in the profit and lo.ss account 


(xci'cd by £590.000 the amount which 
would Ik* required on a twelve months 
basis. To accommodate the excess pay¬ 
ment The Chartered Bank’s own trans- 
Icr to Reserve Funds from published 
piofits has been induced from a figure 
ol £1,000,000 in 1969 to £600,000 and 
there is a reduction in the carried for¬ 
ward balance on profit and loss account 
liTin £1,045,622 to £948,790. 

Introduction to Overseas Survey 

In order to adjust more nearly to the 
yearly report of our friends The Stand¬ 
ard Bank Limited this survey covers a 
period of fifteen months to the end of 
March 1971, which is perhaps useful for 
till' last three months of the period saw 
some unusual and unexpected political 
twists and changes atfechng .some of 
the countries in which we operate. 

Generally speaking the Vietnam war 
has been going on .so long that as such 
It no longer commands over-riding in¬ 
terest and it is significant that news¬ 
papers both in the United States and 
ill this country think that the only 
events worth stressing are so called rc- 
seives for the United States and South 
Vietnam forces. F'ull credit is seldom 
given for the. steady progress achieved, 
particularly in re.storing large areas of 
South Vietnam to near normal condi¬ 
tions and to the building up of that 
country’s armed forces to a strength that 
will pievent the country falling info 
eoininiinist hands as United .States for- 
ei's are withdrawn. ’There is still .some 
co’.ic»*in in neighbouring countries that 
political pressure in the United States is 
dangerously accelerah’ng the running 
down ol both personnel and effort but 
Presidimt Nixon and bis Chiefs of Staff 
lire hardly likely to countenance any 
jirceipitate moves in negation of the 
principles involved in the intervention: 
nor could they for one moment allow 
it to be thought that all the effort and 
los, of life had been in vain. 

Reference is often made to the pro- 
lileni of the developing countries with 
particular emphasis on the extent to 
which their agricultural produce, and 
hence often their economies, are at tlie 
mercy of world prices but for many 
yeans now in even the more developed 
as well as the underdevelopd countries 
of Asia another problem has been in¬ 
creasing and now coming on top of 
the population explosion bids to out- 
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^ weif^ others. This is Ae ever grow¬ 
ing 'trek of the country people to the 
large cities in the area and many gov¬ 
ernments are at their wits end to find 
solutions for the tra£Bc congestion, pol¬ 
lution and squalid living ronditions that 
arise from the overcrowding in the vast 
conurbations of the countries’ capitals. 
Plans to assist agriculture and stop the 
denuding of the country-side are seldom 
effective and even with increased budget 
allocations for welfare few countries 
have sufficient resources to arrest let 
alone eradicate these social evils. Per¬ 
haps this should now be the main area 
for international assistance, be it s')tt 
loans or technical aid. 

India 

At the opening of the year the situa¬ 
tion in India was, to say the least, con¬ 
fused as there was complete indecision 
at the centre and a total lack of leadci- 
ship while in many States, especially in 
West Bengal, the outl(K)k was indeed 
cheerless. The Congre.ss Party had been 
torn asunder and Mrs Gandhi found 
hersell the head of a minority govero- 
ment whose sole objective was to re¬ 
main in power with a view to strength¬ 
ening its position until fresh elections 
could lie held which her party could 
hope to win. To accomplish this Mrs 
Gandhi sought the support of minority 
parties and as was inevitable, insocurify 
led to indecision .so that the major pro¬ 
blems which faced this great sub-con¬ 
tinent remained unresolved and the 
country, to an extent was alowed to 
drift without guidance or leadership. 

Although the general elections were 
not due to be held until 1072 it is a 
measure of the political acumen of the 
Prime Minister' that she accurately as¬ 
sessed the mood of the country by 
calling an early election in 1971 almost 
u year before it was due and her judge¬ 
ment was vindicated by her Party ob¬ 
taining an over-whchiung majority in 
the lower hou.so. By discarding many of 
the stalwarts in the old Congress Parly 
she portrayed a new image, which was 
reflected in her own approach to the 
public and helped the swing in her 
favour. The second largest party, which 
hardly constitutes opposition is the 
divided communist party and it is inter¬ 
esting to note that of the twenty-five 
members of the CPM, no fewer than 
twrmty were elected from West Bengal 
This suggests that the communist party, 
despite all the vicissitudes through whk'h 
the country has passed, has not gained 
in stature since the last election. 

With the siecessary two-thirds majo¬ 
rity the Prime Minister will now have 
full powers to promote her policies and 
will have a continuing degree of stabi¬ 


lity in the administration. However, 
there will not now he die excuse of a 
divided government for failing to honour 
election pledges and the voters will now 
expect Mrs Gandhi not only to imple¬ 
ment her policies but also to show that 
they are beneficial to the country in 
order to prove she is worthy of support. 
The destiny of a vast population esti¬ 
mated to be 570 milljon persons, de¬ 
pends on democracy in India under her 
leadership moving forward peacefully 
and aliove all with stability. The greatest 
test is likely to come in the cffcctivi'- 
ness of the steps which must be taken 
to ri'store law and order. Whatever the 
basic causes of unrest, political, econo¬ 
mic or straightforward discontent at 
living conditions, no country can hope 
to make progress until a modicum of 
discipline is installed into its labuiir 
force. For too long the authorities have 
lieen sitting on the fence and allowing 
employers to bear the brunt of violent 
am) other labour disruptions, which 
threaten the whole structure of the 
economy. Over the past year or so there 
has been a divergence of opinion in the 
thinking of the government in power 
and that of the country’s industrialists 
on future development as there has 
been an appoient preference for govern¬ 
ment to give scope and assistance to a 
new group of entrepreneurs to the de¬ 
triment of expansion by the already exi¬ 
sting internationally-known bu.siness 
h<m.ses. Whether this policy will, in the 
course of time, lieur fruit is a matter 
lor conjecture but at this crucial period 
in the country’s fortunes it may have 
been wiser for established entrepreneurs 
to be given more scope to utilise ad¬ 
vantageously their expertise and re¬ 
sources. In many ways 1970 was a year 
of disappointments and while there have 
been gains in certain sectors there were 
serious setbacks in others. The mo.st 
rewarding achievement was in agricul¬ 
ture, where for the fourth year in suc¬ 
cession there was an excellent harvest, 
and it was possibly because of this good 
fortune and tlic sufficiency in good 
grains that Mis Gandhi’s party decided 
to hold the elections at a time when 
conditions otherwise were far from i>ro- 
pitious. At la.st th<! government’s rather 
belated official recognition of the im¬ 
portance of agriculture is reaping its 
reward. Unfortunately anj increase in 
the oiiqnit of food grains is to some 
extent nullified by the eonliniied subs¬ 
tantial rise in the population figmes, 
and this seems an insoluble problem. 

The satisfaction which may have been 
engendered by the welcome increase in 
ioodgrains must Ire, to an extent, lem- 
lierd by a tack of progress by industry, 
which is still hampered by an inadequ¬ 


ate utilisation of capatity. Consuinet 
goods indu.stries probably suffered least 
from the retes.sion but the position of 
the manufacturers of intermediate and 
capital goods, particularly the latter, re- 
inains most unsatisfactoi y and until the 
resources of these two sectors are better 
utilised there is little chance of improv¬ 
ing the country’s overall rate of growth 
a of attracting sabatantial overseas in- 
ve.stnieui. 

Tile nationalisation of the fuurteei. 
large.'t cxiininercial banks caused no un¬ 
due local concern for, as far as can be 
ascertained, this move has enabled the 
government to fulfil its aspirations and 
policies ol diverting funds to the farni- 
<Ts and to small scale industries. What 
IS moie in doubt is whether the tenets 
ol prudent b.iiikiiig are being applied in 
the iirovision of such finance and there 
could well be a build up of large, un¬ 
covered ilebls, with considerable eni- 
liarras.smeiit in the future. It is to be 
hoped that any cumulative effect will 
not be too serious for the reputation 
of any particular bank even though gov- 
erimient will assuredly have to liale out 
any institutions in trouble. 

The expansion of credit over the year 
was larger than expected and it became 
iieci'ssary for the Reserve Bank of India 
to caution banks on the need for grea¬ 
ter credit icstraint. Lending ii'strictions 
were placetl on the banking system 
through an increase in statutory licjui- 
dity reipiiiements and by an mcrca.se in 
the bank rate Irorn five to six per cent, 
the fiist increase since 1968. 

From the foregoing it would seem 
that India’s iirohleiiis are i-ntirely in¬ 
ternal ones, Init exlenially too India 
eneoiiriters all the difliculties of avowed 
neutralists without becoming seriouslv 
mvolvetl, except recently with Pakistan. 
I’eeling.s lan high alter the hi-jacking 
ol an Indian plane hut in aligning her¬ 
self with the plight, if not with the 
aspiiutions, of the Eu.st Pakistanis ill 
tlK'ir troiililes with the Pakistan goveru- 
in-'iit, the Indian government seems to 
have l.iken a line, riglitly or not. tliut 
must delay the return of the peaceful 
relations .so necessary for the prosperity 
and piogress of both countries. 

CONC.I.USION 'lO OVKHSEAS SunvEv 

Once again in studying the relative 
progress of countries of South East Asia 
and the Indian siib-cxmtinent over a year, 
or III this ease fifteen months, there Is 
eonfirniatiun that irrespective of the type 
of eonstitutiun those countries with the 
liberal policies are the most successful. 
Even adverse movements in world com¬ 
modity prices seem to have less under¬ 
mining effect than the narrow often iia- 
tioiidlistic orientated restrictions which 
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eliminate competition and stultify growth 
and perhaps the'most regrettable sign of 
this at the moment is the increasing 
popularity of state trading organisations. 
This type of trading concern formed by 
the state taking away profitable busi¬ 
ness from private hands is the socialists' 
dream and the civil servants’ delight and 
once started, as in India where it was 
designed to handle the bart(;i trade with 
communist amntries, it spreads with the 
ambitions of the socialists and buieau- 
erats in all directions where profit is 
envied and control is desired for con¬ 


trols’ sake. 'The final outcome is nearly 
always the same, efficiency decreases, 
performance becomes erratic and prices 
rise. In this context it is noteworthy that 
in tho.se countries with liberal minded 
statesmen, politically mature and at 
home on the international scene, there 
is a realisation that trading is he.st left 
to the lifelong experts and that the 
stale reaps its rewards in the more effi- 
eieiit running of its country and from 
the taxes levied on the profits earned 
from economic and competitive trading. 


Banks ora no cuto^on to ^ gtsM- 
ral rule and again those experienced 
Finance Ministers and Governors of 
central banks who realise the very full 
part that large and secure banks can 
play in competition in promoting sav¬ 
ings and encouraging industrial expan¬ 
sion and agricultural efficiency are noi 
disappointed, we are sure, at the whole 
hearted manner In which The Chartered 
Bunk and others, traditionally associat¬ 
ed with the area, ally themselves with 
the aspirations of the countries in which 
they are operating. 


Gujarat State Fertilizers Company Limited 

Speech of the Chairman, Shri Jaykrishna Harivallabhdas 


THE following is the Speech of Shri 
Jaykrishna Harivallabhdas, Chairman, 
Gujarat Slate Fertilizers Company 
Limited, at the Ninth Annual General 
Meeting held at Fertilizernagar, Barod.^ 
District on Kriilay, June 18, lt)71 ; 

LxlllIvS ANII t;KNTI.F.MEN, 

I am glad to welcome you to this, 
the Ninth Annual General Meeting of 
our Company. The large numbers in 
which you attend these meetings from 
year to year shows what keen interest 
you take in the aflairs and progress of 
the Company. 

The audited annual accounts, and 
the report of your Directors have been 
with you for some lime. With your pei- 
misston, therefoie, 1 take them ns read. 

You will have noted that during the 
last year, your Company's production 
and sales have reached new heights, 
and you will have been sati.sfied that 
its financial results show substantial 
improvement over the previous year. 
The past year has ended with a gross 
profit of Rs 11,81,90,968 after meeting 
all manufacturing, administrative, sell¬ 
ing and distribution expenses, and in¬ 
terest on loans. After providing for 
depreeiutioii ol Rs and deve- 

Kipinenl lebnte rescive of Rs ;l.ft0.92..'5.'50, 
Ific Ciiiiipaiiy's net jirofit niiiiMints to Hs 
2,8H.')4,915. Bearing in mind the dcsir- 
abilitv of building up reserves, your 
Direelors have recommended declara¬ 
tion and payment of dividend for the 
year ended on the 31st March, 1971 
at Rs 9.30 pel shaie on the Company’s 
preference shares and at Rs 12/- per 
share on the Company's equity shares. 
Thus dividend on equity shares has 
been increased by 50 per cent over 
that of the previous year. 

Substantial improvement achieved in 
the operative efficiency of our plants, 
significant increase in production of 
fertilizers, and matching and consistent 
increase in sales have made these en¬ 


couraging results possible. You may 
be aware that your Company crossed 
another milestone in its short history 
when on the 27lh February, 1971, it 
reached the first million tonnes of 
fertilizer production and sales since 
start-up of its plants, thus contribut¬ 
ing Its humble mite to the country’s 
effort at achieving self-sufficiency in 
food production. This has encouraged 
us to raise our targets of production 
ami sales even higher for the current 
year. 1 am confident, God willing, and 
with your good wishes and good will, 
that we shall be able to fulfil these 
higher targets. 

We have been pursuing a vigorous 
marketing policy, both inside and out¬ 
side Gujarat, and 1 am glad to say 
that this has paid good dividends. We 
have already 130 Farmers’ Information 
Centres-cum-Depots operating in dif¬ 
ferent parts of Gujarat. 1 am parti¬ 
cularly happy to state that these Cen¬ 
tres render essential technical and 
advisory services to farmers, acquaint¬ 
ing them with improvements in modern 
methods of cultivation, farm manage- 
iTu-nt, use of water and pesticides and 
selection of seeds. Your Company has 
also started providing soil and water 
testing facilities to farmers. Our 
Marketing Research and Development 
Uiiii constantly endeavours to promote 
balanced and correct use of fertilizers 
and other agricultural inputs, as well 
as optimum cropiiing patterns. As far 
as 1 know, these services are valued 
and appreciated by fanners. 

You will recollect that last year I 
had informed you in great detail about 
the award of contracts for the setting 
up of your Company’s Caprolactam 
Project. 1 am happy to state that all 
formalities in regard to such contracts 
have since been completed, and the 
engineering and other works in respect 
of the project are well under way. The 


construction and erection works for 
the project will commence in the near 
future. On the whole, the progress of 
the project may be said to be satis¬ 
factory. 

I shall nut repeat what has already 
been staled in your Directors’ report 
about future plans for achieving fur¬ 
ther improvements in the efficiency of 
our plants and for diversification of 
your Company's industrial activities. I 
am confident that the.se plans will 
promote further growth of your Com¬ 
pany, whose future is linked with the 
bright prospects for the industrial 
growth of the country. 

I would now like to refer to your 
Company’s decision to rai.se the price 
of Diammonium Phosphate, which led 
to considerable controversy. I would 
like to apprise you of the reasons that 
led your Company to raise the price 
of Diammonium Phosphate by Rs 190/- 
from the previous price of Rs 1250/- 
per tonne. Your Company was the first 
in the country to manufacture Etiarn- 
monium Phosphate fertilizer. This was 
a new and unknown fertilizer. It was, 
therefore, decided that in order to 
familiarize the farmers with its benefits 
and to promote its use in the interest 
of increased production, the selling 
price should be fixed as low as possi¬ 
ble. Eventually its price to the fanners 
was fixed at Rs 1250/- per tonne, a 
price which was substantially below 
its cost of production. During the years 
1967-68, 1968-69, 1969-70 and 1970-71, 
youi Company suffered losses on sale of 
Diammonium Phosphate of Rs 190 
lakhs, Rs 197 lakhs, Rs 262 lakhs and 
Rs 109 lakhs, respectively. Ihiring 
these years, it was possible for your 
Company to carry these losses of a 
substantial character, because the pro¬ 
fit margin available from sale of nitro¬ 
genous fertilizers was large enough to 
absorb them. This fortunate situation 
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could not continue indefinitely. Our 
profit margins on nitrogenous fertilisers 
are reduced, both because of competi¬ 
tion and because of Government's re- 
fixing of the prices of nitrogenous 
fertilisers at lower levels. It was also 
ielt that farmers had come to appre¬ 
ciate the value of this fertiliser, by 
the use of which they stand to gain 
Rs 4/- for each rupee spent. That this 
is not a exaggeration will be clear 
from the fact that for the additional 
requirement of phosphatic fertilisers, ol 
which we could meet only 50 per cent, 
the fanner is prepared to and does 
pay much higher prices per nutrient 
unit charged by other manulacturers, 
in some cases as much as 19 per cent 
higher than others. Taking all these 
facts into account, your Directors were 
satisfied not only that an increase in 
the selling price of Rs 190/. per tonne 
was imperative in order to enable 
your Company to recover its cost of 
production, but also that the farmer 
would still be able to make a satisfac¬ 
tory profit by using this fertiliser, 
which continued to be the cheapest as 
well as the best even at the increased 
price. 

It is but natural that any increase in 
price is unwelcome, but although the 
^fanners had not altogether liked this 
increase, they continued to buy our 
Diammonium Phosphate in even larger 
quantities than before. However, for 
reasons into which I need not go, a 
campaign was organized to suggest 
that your Company was profiteering on 
sales of Diammonium Phosphate and 
that great hardship was being caused 
to farmers. As I have already explain¬ 
ed. there was no warrant for such 
charges. Nevertheless, at the earnest 
request of the State Government 
presided over by Shri Hitendra Desai, 
your Directors and the Gujarat State 
Co-operative Marketing Society Limited 
in consultation agreed to reduce the 
price by Rs 95/- per tonne with effect 
from the IStb May, 1971. I need hard¬ 
ly add that this decision will result in 
your Company having to carry a sub¬ 
stantial loss on the production and 
sale of Diammonium Phosphate. 

I would now like to take you into 
confidence in regard to the matter of 
prime importance to your Company. 
As you are aware, your Company 
utilizes associated gas as one of its 
principal raw materials for the manu¬ 
facture of fertilisers. Your Company 
receives associated gas from Anklesh- 
war Oil Fields at a price fixed under 
the agreement made with the Oil and 
Natural Gas Commission. As you must 
. have heard or read, the said Commis¬ 
sion sometime ago suddenly informed 
your Company about a substantial in¬ 
crease in the price of gas to be sup¬ 
plied to your Company from the 1st 
1971 onwards, Notification of 


this increase was made unilaterally, 
without the required prior negotiations 
with and consent of your Company; 
and in taking this step, the said Com¬ 
mission acted in clear violation of the 
terms of the agreement. Your Com¬ 
pany has been advised that the said 
Commission is not entitled to so in¬ 
crease the price of gas in view of the 
express provisions of the agreement, 
and a protest has promptly been made 
against such unilateral price increase, 
ll may interest you to know that if we 
were to agree to pay what the said 
Commission is aking, we would have 
to pay about Rs 1 crore more per 
annum for our supplies of gas, - - an 
impossible proposition. Every effort is 
being made to bring home these facts 
to the said Commission, and your 
Directors hope that the issue will be 
amicably sealed. If an amicable settle¬ 
ment cannot be reached, your directors 
will have to adopt appropriate legal 
measures. 

In the end, I take this opportunity 
to express on your behalf, on behalf of 
my colleagues on the Board of Direc¬ 


tors and on my personal behalf, ouf 
sincere thanks to the Government of 
Gujarat, the Government of India, the 
Industrial Development Bank of India, 
the Industrial Credit and Investment 
Corporation of India Limited and other 
financial institutions for their continu¬ 
ed support and assistance. I am grate¬ 
ful to my colleagues on the Board for 
their never-failing guidance, assistance 
.ind co-operation, I would like to place 
on record, on behalf of my fellow 
Directors and myself, our appreciation 
of the excellent and dedicated work 
of the entire personnel of your Com¬ 
pany, without whose efforts we would 
not have been able to achieve what 
we have done. My colleagues and 1 
are greatly enthused by their devotion 
to duty and by the excellent spirit that 
prevails amongst all sections of your 
Company’s staff, who work as a team. 

I thank you all for your good wishes 
and good will. 

JaI IIlNI) 

Noll” 'I'liis (.loi-s not purpoiL to be the 
piocccdings of the Ninth Annual 
Ceni Kil Mi'i'tiiig of the Company. 


Government of India 

4i PER CENT LOAN 1978 TO BE ISSUED AT Rs. 100.00 PER 
CENT AND REPAYABLE AT PAR ON 1ST OF JULY 1978. 

5i PER CENT LOAN 1986 TO BE ISSUED AT Rs. 100.00 PER 
CENT AND REPAYABLE AT PAR ON 1ST OF JULY 1986. 

5J PER CENT LOAN 2001 TO BE ISSUED AT Rs. 100.00 PER 
CENT AND REPAYABLE AT PAR ON 1ST OF JULY 2001. 

Subscriptions to the above loans will be leceived simult ineously 
and will be limited to a total of Rs. 375 crores (approximately). Subs¬ 
criptions may be in the form of (0 cash/cheque or (ii) securities of the 
44 per cent Loan 1971 which will be accepted tor conversion at par. 
Government reserve the right to retain subscriptions up to ten per cent 
in excess of the notified amount. 

If the total subscriptions received for ♦he new,, loans exceed the 
notified figure plus the amount of ten per cent retainable as aforesaid, 
partial allotment will be made in respect of the cash subscriptions 
received and the balance refunded in cash as soon as possible. 

Interest at the rate of 41 per cent per annum on the securities of 
41 per cent Loan 1971 tendered for conversion will be paid upto and 
inclusive of 30th June 1971 at the time of issue of the new securities. 

The new loans will bear interest from the 1st of July 1971. Interest 
will be paid half-yearly on the 1st January and 1st July. Interest pay¬ 
able on the securities of all the three loans will be liable to tax under 
the Income-tax Act, 1961. Interest on Government Securities along 
with income in the form of interest or dividends on other approved 
investments will be exempt from income-tax subject to a limit of 
Rs. 3000/- per annum and subject to other provisions of Section SOL 
of the Income-tax Act, 1961. 

Subscription lists will open on the 1st of July 1971 and close on 
3rd of July 1971 or earlier without notice. 

Applications for the new loans will be received at; — 

(a) Offices of the Reserve Bank of India at Bangalore, Bombay 
(Fort and Byculla), Calcutta, Hyderabad. Kanpur, Madras, 
Nagpur, New Delhi and Patna; 

(b) branches of the subsidiary banks of the State Bank of India 
conducting Government treasury work except at the branch of 
the State Bank of Hyderabad, Gunfoundry, Hyderabad; and 

(c) branches of the State Bank of India at other places in India. 

For full particulars please apply to any of these offices or branches. 



Alembic Glass Industries Limited, Baroda 

Speech of the Chairman, Shri Ramanbhai B Amin 


THE following is the Speech of Shri 
Ramanbhai B Amin, Chairman, Board 
of Directors, at the Twentysixth Annual 
General Meeting held on June. 15, 1971: 

Lauies and CJentlemen, 

I have pleasure in welcoming you 
all to the 26th Annual General Meet¬ 
ing of the Company. The Accounts for 
the year ended 31st December, 1970 
and the Directors’ Report have been 
circulated to you and with your per¬ 
mission I shall take them as read. 

Your Company has completed an¬ 
other year of steady progress. The 
production has been maintained at a 
high level both at Baroda and at 
Whitefield and our marketing strategy 
ensured that higher sales were main¬ 
tained throughout the year. 

The lesults achieved by your Com¬ 
pany have to be judged against the 
perspective of the multi-farious pro¬ 
blems facing the glass industry in the 
area of shortages and increasing costs. 
Rise in the the co.sts of all inputs has 
continued unabated. All important raw 
materials as well as refractories are in 
short supply and are difficult to pro- 
tiiro in a steady flow as required by 
our production schedule. Soda ash 
supplies have become increasingly dif¬ 
ficult during the past year and pro¬ 
duction schedules are not easy to 
maintain in this kind of situation. We 
have had to relieve the difficulty by 
using some cutlet which has to be 
collected from all over the country; 
but this cannot be a satisfactory me- 
thod whether in the shJrt-term or the 
long run. Additional capacities for the 
manufacture of soda ash have, there¬ 
fore, to be promptly sanctioned and 
government should help in ensuring 
that the usual procedural and other 
matters do not delay such units com¬ 
ing into production. The production 
has to reach a level whereby this im¬ 
portant raw material is available to all 
users at the price fixed by the manu¬ 
facturers. It has also to be seen that 
shortages do not lead to a position 
where soda ash is sold at a premium 
of 30 per cent to 40 per cent in the 
market. In the meantime, imports 
should be made and allotted to the 
glass units in all regions of the coun¬ 
try so that they can continue produc¬ 
tion at the full capacity. The close¬ 
ness of the market price and the manu- 
facturers’ price acts as a barometer as 
to the adequacy of supplies and this 
index should be used for regulating 


the level of imports and production 
capacities. 

All these adverse factors, however, 
have not been allowed to affect the 
overall performance of the Company. 
This has been done through increased 
productivity at all levels and higher 
turnover achieved through a well orga¬ 
nised and sustained sales and market¬ 
ing effort. 

The rise in sales has been achieved 
against the increasing degree of com¬ 
petition which has to be faced in the 
market for Yerawares. Here, too, the 
organisational steps undertaken by us 
in the past few years have helped your 
Company. The network of dealers for 
Yerawares "has spread wider over the 
country. The operations of market re¬ 
presentatives have become increasingly 
effective. And a well-conceived adver¬ 
tising campaign, prominently projecting 
the brand name, has stimulated the 
specific demand for our tableware and 
jars. We are confident of retaining 
our premier position in this field and 
all necessary steps to increase this 
lead are being taken. 

You are, no doubt, aware that in 
our Baroda plant we have switched to 
the use of gas as fuel since 1967. The 
price of the gas was decided after 
considerable deliberations. It was also 
assumed that this price would be main¬ 
tained and not be changed abruptly 
or sharply. The recent proposals for a 
drastic upward revision made by the 
ONGC has, therefore, rightly provok¬ 
ed protest. We are watching this 
matter carefully so that the interests 
of your Company do not suffer 
adversely. 

Another factor you would like me 
to refer to is the recent additional 
excise imposed on glassware. This 
will reflect itself in higher prices to 
our clients and consumers. The re¬ 
sultant rise in the price of glassware 
along with the other levies proposed 
in the Finance Bill are bound to con¬ 
tribute to the inflationary situation 
encompassing our economy. In the 
case of containerware, however, the 
effect will be felt manifold and in 
many industries which need to be 
allowed to develop. It must be realised 
that higher costs in a container indus¬ 
try like glass industry in turn affects 
the cost structure of a large number 
of other important user industries, 
including pharmaceuticals as well as 
preservation and packaging of food. 
Without going into the merits or the 


advisability of the increased excise on 
glassware, it is obvious that rite only 
way by which the resultant high cost 
of containers to user industries could 
be reduced substantially and continu¬ 
ously is through increased production 
and lower cost. 

Your Company has always taken op¬ 
portunity of realising economies of 
large scale production and has in the 
past expanded manufacturing capacity 
to the extent possible. A new difficulty 
in any such programme of expansion 
IS the ban on imports of glass manu¬ 
facturing machines. Even in regard to 
this we will, through facilities and ex¬ 
pertise available in the countiy, be able 
to procure these machines indigenous¬ 
ly. The machines so built will soon 
l)c available lor increasing our capa¬ 
cities. We are confident that these 
machines which are now being pro¬ 
duced at our initiative and to our re¬ 
quirements would satisfy the high 
standards required in automatic manu¬ 
facture and would be suitable to parti¬ 
cular conditions obtaining in our 
country. This ban on imports of 
machines has thus been taken by us 
as a welcome challenge to the inge¬ 
nuity and skills of our management 
and technicians. 

Before I finish, you would like me 
to place on record our appreciation of 
the co-operation and hard work put 
in by the workers as well as members 
of the staff of the Company, both at 
Baroda and Bangalore. I also wish to 
thank my colleagues on the Board for 
their support and guidance. 

I now commend the annual Accounts 
and Directors’ Report of your consi¬ 
deration. 

Indonesian Agricultural Bank 

THE Asian Development Bank recently 
approved a $3.4 railion loan to Indone¬ 
sia for modernising Bank Rakjat Indo¬ 
nesia (BRl), the country’s major agri¬ 
cultural development bank. *1116 Bank 
loan, to be made from Special Funds 
resources, will finance the foreign 
exhatige cost of procuring booldceeping, 
cashiers’ and calculating machines, and 
providing the services of four consult¬ 
ants. 

The BRI modernisation project is de¬ 
signed to assist in building a sound ru¬ 
ral financial institution necessary for the 
development of the agricultural sector 
which has been given high priority by 
the Indonesian Government. 
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Devidayal Cable Indiistries Limited 

Speech of the Chairman, Shri Harikishandas T Aggarwal 


'*THE followmg is the Speech of Shri 
Hankisbandas T Aggarwal, Chairman, 
Devidayal Cable Industries Limited, at 
the Annual General Meeting held on 
Thursday, June 10, 1971 

Laoies and Gentlemen, 

It gives me great pleasure to extend 
to you all, a warm and cordial welcome 
to this Eighth Annual General Meeting 
ol the Company 

The Annual Report and the audited 
Balance She< t have been with you for 
some timo and, with your permission I 
take them as read 

The political stability in the country 
as a result of massive mandate in favour 
of Congress (R), would enable the Gov- 
imment to devote more time to the 
problems of rconomic growth m general 
and growth of industnes in particulai, 
thus increasing the employment poten¬ 
tial in the Country We hopi that the 
Govirnment would also be able to foi 
Ululate soon a pragmatic iiolics condii 
, civc to the gross th of the mdustis 

Effeci Ol Union Budcli 

The Union Finance Minister presented 
to the Parhament his budget m ttic list 
month Hf has cast his net far and wid' 
to collect Rs 220 crores by way of addi¬ 
tional taxation The Finanu Mimstci 
has this time chosen the field of indi 
lect taxation foi covering the deficit So 
far as our industr> is concerned import 
duty on Copper has been suggested at 
30® Similarls there is an increase of 
10® m the import duty on Nickel 
Chrome Rods Excise duty on Solvents 
lias been increased from Rs 45/- per 
K Litre to Rs 845/- per K Litre All 
this inciease will go to radically increase 
the cost of law materials It would be 
difficult for the industry to pass on all 
this increase to the consumers, with the 
result that profitabihty of the industry 
would be adversely afiected 

The overall giowth rate for industry 
envisaged m the Fourth Five Year Plan 
is 8® Hossevei, the grosvth so far 
achieved is only 5 5® Particulaily, there 
have been serious lags m the mstallation 
of adchtional generating capacity in the 
country. Against a projected additional 
generating capacity of 18 million Kilo 
Watts each year, the actual generating 
capacity added each year so far has 
been only 1.2 million kilo watts Unless 
Government takes concrete steps to 


mobilize resources and increase produc¬ 
tion capacity of generators and turbines 
by Heavy Electricals Limited, Bhopal 
and Bharat Heavy Electncal Ltd, there 
svould be wide gap between demand 
lor power and actual availability Be¬ 
cause of vciy slow growth of additional 
generating capacity, signs of acute power 
famine have already appeared in North- 
trii Stitts 

Lesseh Demand 

The projtcted installed genet atmg 
capacity is 23 5 million kilo watts by 
the end of 1973-74 But we have so far 
been ablt to attain the mstalled gene 
lating capacity of 16 3 million kilo 
w itts by 1970 71 It is feared that by 
the end of Fourth Five Year Plan, there 
would be shmtage of 3 5 million kilo 
ss itts This anbcipated fall m the gene 
1 iting cipacity will result m 1( sser dt 
mind for the products of electrical in 
dustiy With this trend of i vents, it is 
(juit( unlikely that the demand for our 
piodiicts will increase significantly, anil 
soul Company is therefore exploimg the 
avinues for diversifying its activitus 

Working Resui i s 

Hcvfiting to the working rt suits foi 
llw yeai 1970 the sales loi the ye ir 
unde r report svere 5 17 ciorcs against 
Rs 3 89 crorts m the previous veai 
There is an meicasc of 32% in Ihi value 
of siles The profit bcloic tixituu 
imouiits to Rs 29 58 lacs agunst Hs 14 (>() 
lacs in the previous year Net piofil 
iftei pioviding foi taxation ind divi 
lopment rebate is Rs 19 02 lacs Tin 
provision for Tax amounts to Rs 8 76 
lacs The net profit of Rs 19 02 lies his 
been transferred to Generil Res iv( 
lioni svhich the dividend on pnbrtnci 
and Equity shans will, if smctioiied bi 
paid Your Company could shosv this 
piogrcss bteaus of higher turnover ol 
<namelled ssircs and sled ssircs Ihc 
men ised profitability could be attribut 
(J to higbci utili/llion of inslallid cipi 
cities and effecting economy in oiiiii 
tional costs 

" UBBl NT 1 EAR 

Coming to the prospects for th< rur 
rent year, the turnover for the first five 
months is 2 17 ciorcs This wi li ivc 
been able m achieve m spiti ol lowci 
realizable prices for winding wires and 
strips The reduced prices svere mainly 
due to lower pnee of coppei In case 
of svindiiig wires and ships the turn 


over in teims of physical ejuanhty is 
higher by 30® as compared to the cor- 
respondmg period of the previous vear 
However, because of lag m addihonal 
generating capacity m the second half 
of 1971, we expect the turnover to slow 
down for the rest of the year Therefore, 
sour Company expects to teach turn¬ 
over of Rs 5 50 crores in 1971 

lour Company has received a Lettei 
of Registration for increasing capacity 
m steel and alloy steel wire from 5,000 
tons to 20 000 tons per annum In this 
division, we would expand the pioduc- 
tion of existing products and also take 
up jiroduchon of nesv piodiicts such as, 
textile wires, value spring wires, pre- 
stressed concictc ssiies, etc 

The Company proposes to finance 
this expansion out of mternil resources 
md bonowing We would lx ipproich- 
ing financial institutions foi a term loan 
soon 

Rl SI ARCH AND DeSIIOPMLM ClMRE 

loin Compmv has also cstiblishcd a 
Rcs( arch and Development Centre The 
mam achvitv of this Centic ssoold lx 
doing resi uch on substitution of import- 
(d I 1 W mit( rials with mdiginoiis niafe- 
iials It will develop new foimulitions 
of S.nllxlic eiiaini Is and resins It 
will also develop ni sv prodnits in our 
I sisling piodncl lines Bi ginning has 
ilriady been mide ssilh development of 
polyester resins which were imported 
earlier 

Your Company is thinking of disersify- 
iiig 1 ito clictionic pioduets Wi have 
ipplied loi mdiistiial licence for nianu- 
t letuimg (lecliouic disk lop calcula¬ 
tors and tape recorders We hope to 
riieivi litui ol intent shoitly 

Distdend 

yoni Dm I tins have iieommcnded 
dividend of Rs 0 95 pei Prefer- 
< net si) ire and on equity sh irc at ♦lx 
lati ol 10 pi I eeiit As vou ssill observe, 
III reeoinminding cqiiitv disidind, your 
Diiietors bav< siiggi sted an men asc of 
5 pel cent It is the desire ol your 
Diicetois that share holdcis should also 
share thi profits of the Company equi 
lablv afti I making siiitabli piovisions 
fill iuithir t xpansion 

I would like, in the end, to thank on 
my behalf and that of the Company the 
banks anel other financial institutions, 
tlx Mabarashtia C.ovtmment and the 
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Covomincnt of India for their co-op 
ijlion and hdpful attitude 

Befort closing, I wish to place on le- 
cord our siiiiire appiiciation of the 
devoted and efficient services rendered 
by the Company's workers. Staff and 
Ofhceis I would like to thank on yoiii 


In half also thi selling agints for thiir 
continuid, effacient and sustained efforts 
in iiiaikitmg th< products of the Com- 
pan> sshiih is riflectid in the ultimate 
tiirnovii of till Company’s business. 1 
am also giateful to inv colleagues on 
the Board for their counsel and advice 


III the affairs of the Company. Last 
but not the least, 1 take this opportunity 
of conveying niv sinceic* thanks on be¬ 
half of the Board to the Shareholders 
for the continued interest, support add 
co-operation, given to the Company. 

Thank you. 


earn increased rates of Interest 
on small savings 

Higher interest rates announced by the 
Central Government are now in force. 

you can’t help 

avine now' 


1 

Old Rate 
(P. a.) 



New Kate 
(p. a.) 

POST OFFICE SAVINGS BANK— 

1) Single, Joint and Provident 


4% 

Fund Accounts. 



ii) Minimum Balance Rs. 100. 

4% 

4i% 

Hi) Blocked Deposit for 2 years. 

4i% 

44% 

POST OFFICE TIME DEPOSITS 

5^%to6,*% 

6% to 74% 

POST OFFICE RECURRING DEPOSIT 


6f% 

7-YEAR NATIONAL SAVINGS 


74% 

CERTIFICATE (IV ISSUE). 




For details, please ask your nearest 
Post Office or write to the Regional 
Director, National Savings of your State. 


NATIONAL SAVINGS ORGANIZATfON 



4 

.« 
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Mabindra Ugine Steel Company Limited 

Statement of the Chairman, Mr Harish Mahindra 


lollowiiif: is the Statement of the 
Chainnan, Mr llarish Mahinilra, to the 
Members on the occasion of the Eishth 
Annual General Meeting of the Com¬ 
pany held in Boinbav, on June 11, 
1971: 

The Diiectors’ Report and the Ac¬ 
counts for the year ended -Olst Decem¬ 
ber 1970 have airttady been circulated. 
My statements in the past used to dwell 
on the economic and political issues 
providing the background to your Com¬ 
pany’s operations. But this year 1 am 
making a departure by concentrating on 
topics ol direct interest to you. Never¬ 
theless we have been so close to the 
presi’ntation ol the Union Budget for 
1971-72 that it would be desirable and 
appiopiiate if at the outset it is briefly 
referred to and its impact on industrial 
growth assessed. 

Bonciii l’noi'osAi..s 

'I’he Government has come out with 
a Budget having tile avowed objective 
,ot n.irrowing down economic disparities. 
.Some of the nicasmes introduced have 
a distiiK't veneer of socialism. Beading 
fjetween the lines, one would find that 
there is a positive attempt to mould the 
pattern of consnm|>tioii as also to fur¬ 
ther diseouiage eonspieuous consump¬ 
tion. The Budget, therefore, appears to 
he motivated more by a desire to pro¬ 
ject a radical stanci- rather than to trig- 
gei off an aceeleiated pace ol industrial 
investment. As far as the isirporate sec¬ 
tor is coner rned, the measmes to in¬ 
crease the rate ol capital gains tax and 
the rate of surtax on company profits 
whore they arc in cxci'ss of 15 per cent 
of the capital as also the abolition of 
Development Kejfate after .31st May 
1974, coupled with the reduction in the 
amount allowed to be rleducted from 8 
per cent to 5 per cent ol profits in res¬ 
pect of priority industries whose list has 
also been .slashed will undoubtedly 
hinder capital formution. 

The Development Rebate Reserve, 
introduced in 1955, is intended to be 
discontinued from the end of 1973-74 
lor several leasons. Firstly, with such a 
threat of abolition of DR it is hoped 
that the tempo of investment between 
now and 1974 would be quickened. 
Secondly, it is presumed that the coun¬ 
try has already built up a ‘wide enough’ 
industrial base and tbereiore there is no 
need to perpetuate DR. And, finally this 
step is also for the purpose of ‘prevent¬ 


ing aecuinulution ol surplus re.sources 
and growth ol largiT houses’. The.se 
arguments do not carry conviction and 
sound lalhci specious. There arc several 
better wajs to stimulate inveslinent 
activity such as expediting issue of in- 
dii.stiiul licences foi both new units and 
expansion tluiii through the abolition of 
Development Rebate. The second argu¬ 
ment that the country has uheady built 
up a wide enough industrial base is 
open to que.stion as the prime need of 
the hoiii IS to accelerate the growth of 
all industries loi the sake ol which it 
is essential to offer positive incentives 
for investnienl 11 is also a moot point 
whether theie is such a wide base as is 
piesmned II theie is one, why .should 
we be planning for expansion of cap.a- 
eities in Steel, inaehine-biiilding iiidus- 
tiies, heav>’ ebeniieals and such other 
basic' iiidiistiies'P As regards the third 
argument, we .should liear in mind that 
while tlieie are e.\amples ol a few com¬ 
panies v\1ki have been able to ainoitisc 
an amount m exees ol the capital in¬ 
vested in a biicl period, this does not 
mean that all companies can do so. 
Much depends on the nature of the in- 
(hi.stry. Steel or Alloy Steel Industry as 
such, IS a capital-intensive one and it 
lakes a laiily long time before the 
bieak-even point is leached and belore 
an organisation gets into the profitability 
stride. 

The need to build up leseive.s equal 
to the leplaeeiiieiil value of plant and 
niaehineiy is such that depreciation by 
itself however much liberal it be, can¬ 
not be adequate, especially in these 
clays of moiintiiig piic'cs .steadily erod¬ 
ing the value ol the Rupee. .Sei-oiidly, 
when the time comes toi leplacement 
ol I’lant and Kquipnieiit, it is seldom 
that Industry buys the same type of 
equipment, which due to efflux of tiiii<- 
would have beetmie ob.sulete in view 
of the leebnologieal advaneemeiils. 
Consequently, replac-i'ment equipment 
would eonslitiite moie .sopliisliealed 
eijiiipmeiit and ui.so would be in tile 
form of iniprovi d designs, with stream¬ 
lined leatiiies iiiairixiiating the latest 
technical miiovatioiis. Replacement by 
such a model n equipment nitails a 
higher capital expcniditme than the cost 
ol the original plant or machinery. 

It i.s Jlheieiore urged that the eoiii- 
niendahle and progressive views with 
v’liich it was intioduccd should not be 
lost sight of and the decision in regard 


to abolition ol Dc-velopment Rebat" be 
rc'C'Oii.sideicd. Alternatively, the Govern¬ 
ment lilac consider a proposal but for- 
waicl III l}Ki7 b> Di R K llazari that 
siieli iiiajoi ta.\ eoiieessioiis .should be 
"(a) selective iiiatebed with plan priori¬ 
ties and graded uceoidingly with a 
huger diffeieiitiiil than given at present 
and (b) lelated cliiectly to laigcr output, 
lowei cost and higher profits instead of 
conleiring a iHiunty on the amount ol 
invc-stment jier se.” 

The agricultural sector has continued 
to be a tax heaven. If the nece.ssary 
piocesses had hc-en set in motion to 
prompt and c'lialih' Slate Governments 
to tax agnciiltiiial incomes in areas of 
assiiied wilier siipplj', above an ex¬ 
emption limit of Rs 15,000 il not less, 
if would have helped the aehievi'ment 
ol the c'liic'ial objective ol imparting a 
measuie oi ecniity to our incoiiie taxa¬ 
tion and would have made our taxation 
iiic'ome-ela.stie, lespoiisivc' to movements 
ill iiiilioiial income. It may also be stat¬ 
ed that taxatiiui ol the pio.speroiis iHic- 
kets III the iiiial areas would have bad 
to a eeitaiii extent, a distinct disinfla¬ 
tionary ellec't on the price .siiiral by 
sijihoniiig .1 part oi the (exce.ss) money 
ill eiiculatioii into Government c'offer.s. 

W’OIIKINC; ( h COMPANS- 

Let us now turn onr attention to the 
<>lwiations 111 tile Coniiiany during 1970 
and the first five months of 1971. It 
must be e.\treiiiel> bearteiiing to all of 
you to leaiii that tlie second complete 
\cai ol iiitegiatcd opeiations of your 
IMunt ri'siilled iii sulislactoiy financial 
lesiills. Indeed 1970 was a yc*ar of solid 
ac'liievemenl loi your Company. We 
piodiics'd moie ingot tonnes during the 
vein iindei review — we rolled and 
finished hiigei <|uantities of bars and 
oiii net .sales iiiereased by nearly 07 per 
<•<•111 as cumpai<'<l to the prec-eding year. 
So lai as pioduetion was concerned, 
y<iur Plant was capable ol achieving 
higher h'vels ol output in terms of 
liig<its as wi'll as Rolled Steel but for 
e<iiistiunits like non-availability of certain 
ciitieal law inati-rials and c(ni.suinable 
slori's. 

OlIll.<K»K 

.As iiK'iitiiineil ill the Director’s Re¬ 
port, the Caimpaiiy has finalised the fin¬ 
ancial plan III the Balancing Equipment 
and it is in the process ol releasing the 
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niilcrs lor pliiiil and <'(|nipiin‘iit required 
to prorlucT 24,(KK) Umnes of Finished 
Steel on an integrated and sustained 
basis. The fact that in 1970 we had pro¬ 
duced more than 26,000 tonnes should 
not mak(; us oblivious to the necessity 
ol forging abeatl with Uk- Balancing 
Scheme nia.sinuch as last year we re- 
rulk'd about ].50() tonnes of Bhauns into 
finished piodints in order to augment 
production. 

I am hupps- to ailvi.se sou that in fui- 
thcraner' of oiii jilaiis to expand the 
capacity ol your I’laiit and to achieve 
maxinuim economies ol scale your Com¬ 
pany has been able to submit a com- 
pri-hensive plan to the Covernment for 
enlaigemcnt of tin- productive capacity 
uplo 60,000 tonnes of finished Tool, 
Alloy and Special Steels per annum. 1 
as also hajips- to advise you that our 
application is being sympathetically 
consideicrl by the Covernment in the 
context ol the svidening gap between 
demand and pioduclion ol Alloy and 
.Special Steels in thr- coiinliy and sve 
exjiecl lo receive a lavourable decision 
shortly. In (ilunning the expanded capa¬ 
city of oiir I'lanI \\i hall strive to 
achii'Ve luaxinniin diveisilication of llie 
cnd-prodiuts lonsi.tent ssitb .i lavoui- 
able capitul-out|)nt latio. 

Sales during Ibe Hist live months ol 
the cuirent ycai continue to be satisfac¬ 
tory and the gioss sales have arnuiinted 
to Rs 429 lacs as against Rs 28.3 lacs 
during the coriesponding period in 1970. 

Your (ioinjiaiu’s pu'senl position and 
its outltKik foi the Intiire, 1 believe, is 
fairly promising - - piomising in people, 
technological abilits, product line and 
in rlcdication. liowrwer, the strength 
built up over the past less years will not, 
by itself enable us lo meet the growth 
goals we have ^et lor ourselves in the 
cximing years. For this, sve have to con¬ 
stantly stiive lo expand our operations 
and diversify oui pioduct-mix so that 
tht' goals are mel or even exceeded. 

l’EllSI'i;(''nVE Pl.ANNINC 

The observations about our sales and 
till' outlook lor our Company prompts 
me to discuss briefly the developments 
and trends in oiii own industry and 
share some thoughts on persiiectivo plan¬ 
ning. Planning today is a universally 
acceptetl e.\erci.s<' foi one and all. It 
involves IrKiking as fai ahead as the data 
on OUI hands and oin vision permit. In 
the tile of a eoipoiation this means a 
elose stuily ol all lln’ luetors that shape 
its piogre.s.s iukI influence it decisively. 
There are several such factors and one 
such all-importunt factor, external to 
the organisation that could provide the 


guidelines foi future growth is the as- 
.sessment of the potential market. I attach 
overriding importance to a sincere, 
honest and realistic attempt to size up 
the approximate if not the exact require¬ 
ments of a given produet lor a given 
year in the plamnng and creation ol 
manufaeturing capacity. 

Your Company is vitally interested in 
inukiiig piojeetioiis ol its own growtli 
vsifh th<- help oi macro-inojections of 
the deiiiand loi Mild, Alloy aiid Special 
Steels leleased liy various Coveinment 
and .semi-Coveriiiiient agencies. Ouiing 
tiM! last decade ilu-ri- h.ivi- been sevcial 
such imicro-projectioiis and I have h.id 
occasion in my cailier Statements to 
refer to thc.se. The latest estimates ol 
tleniand for Steel have come fioin 
NCAER. Most of the studies work out 
the potential demand with (he help of 
the end-use method which is a simple 
but down to earth technique to assess 
the short tenn as well as long term de¬ 
mand in develojmig couutiies. The re¬ 
cent estimates oi N('AFH also utilise 
the same methiMl. But I have always 
felt that on account of the lack of a 
clear pci.spectivi-, both lorward as well 
.IS backward, these irrojcctions have 
sulfeied from eertain limitations and 
slioitcoinings. One particular fact that 
strikes me is that the latest macro-irro- 
leetioiis have not paid adequate atten- 
lioii to the question ol backward per¬ 
spective by which I mean that the wrong 
assumptions, paradoxes an<l otbi-r factors 
which have vitiated Hie earlier demand 
studies have not been listed nor have 
any lessons been diawn from the previ¬ 
ous exercises. 

Ill the latest study ol the demand for 
Steel, the NCAF.H has taken full aecoiint 
of (a) all the major steel-consumiiig 
sectors (b) reqiiiri iiients of such consii- 
itiers (c) increase in demand due to I'X- 
port of Steel (d) Steel content of machi¬ 
nery and engineering goods to be ex- 
ixirti'd (e) iTOSsible reduction in demand 
due to substitutiou of Steel by items 
such as plasties, asbestos, cement, alu- 
ininiuni, etc, in such products as motor 
cars, railway rolling stock, ship-building, 
pipes anti tubes (!) price tilastieity of 
steel demand and (g) Steel content ol 
imported pioducts aiitl .so on. 

The main assumption iniderlying the 
entl-use method is firstly that the targets 
foi varitius industries obtained from 
leseareh organisations like the Planning 
('oimni.s.sioii or those of NCAER itself, 
woiiltl be achievetl. Experieni-e tells us 
that this has not always been a coriect 
assumption and plan targets for even 
the major steel-cxinsumirig sectors get 


elasticiscd. Also in .several industries 
there have been shortfalls in respect ot 
the attainment of targets. As you can 
see for yourselves, such shortfalls may 
result in overcstimation of the require¬ 
ments. Conversely, where targets a?E 
exceeded, which is not often the case, 
the fori'cast ol recjuirenicnts for a paitl- 
ciilar industry luiii out to be under- 
I'stimates. 

.Secondly, the success ol the end-use 
method is largely conditioned by the 
accuracy ol the norms that relate the 
Steel Industry to the St<iel consuming 
imliistry by indicating the input co- 
< Ificient. Such nomis arc known to 
eliaiigc with technological iirogrcss and 
innovations and tliere have been several 
occasions in the past when estimates 
have, gone haywire on account of un- 
lealistic norms having been adopted. 
For instanc<‘, the norms employed by the 
I’eispective Phuining Division in its 
1965 estimate of the requirements ol 
Alloy and Special Steels have been re¬ 
placed by the NCAER whieb has eiu- 
ployed its own iioims loi various indus¬ 
tries. The end-iiM' nielhod thus assume.s 
that the iiiipuct oi Icehiiologieal changes 
would lie minimal, il not nil on the 
noims oi consumption oi Steel. Natural¬ 
ly to obtain moie accurate figures at the 
end of such an exercise, the final esti¬ 
mates are adjusted upwards to provide 
lor such findings of changes in various 
eoiKsuming sectois. In older lo make the 
macio-projectioiis meaningful for the 
producers to plan and expand their 
capacity, it is essential that norms are 
kept undei revR'w and at the end of 
every year oi so the Associations of 
Coiisunicrs and I’loducers should get 
togr-tluT and se<' that any significant 
changes in the norms arc reflected in 
the demand figures and necessary ad- 
pistiTieiits and or eoircctions are made 
on tlie overall ilemund piojections. Ry 
such ail exercise, the j ear to yi'ar pro¬ 
jection of diMiiand would be rendcled 
more realistic and would provide a 
woikable basis lo dcteruiiii<> the gap 
between demand aiul availability. 

Estim.mi's or Demand ron Alloy and 
Special Steel.s 

With these considerations regarding 
the merits and demerits of the end-use 
tc'chnique in mind, let us consider the 
recent studies in demand estimates with 
special reference to the products of our 
own industry, i:iz. Alloy and Special 
Steels. There have been as many esti- 
inale.s of demand for Alloy and Special 
Steels as there are tor other Steels also. 
As against about 3(K),000 tonnes for 
1973-74 and 430,000 tonnes for 1978-79, 
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estimated by the Steering Group of the 
^teel Ministry in 1968 and incorporated 
in the Fourth Five-Year Plan document, 
the latest study ol the Council provides 
f^r 434,000 tonnes for 1975 and 817,000 
tonnes for 1980. 

The estimates of the Steering Com¬ 
mittee as revised by the Technical Wing 
of the Steel 'Ministry have now become 
available. Accxjrdingly the demand foi 
Alloy and Special Steels has been revised 
uiiwards from 300,000 tonn<>s to 400,000 
tonnes for 1973-74 and from 430,000 
tonnes to 5tK),000 tonnes for 1978-79. 
What is of interest to your Company as 
a producx'r of Alloy Constructional Steel 
in these varying estimates is that for 
1973-74 the estimates ol both the 
Technical Wing and the NCAER arrive 
at almost the same figiiic, but foi a 
diflerem-e ol only about 2,000 tonnes. 
TIm- iiiaigiual ilivcrgciice, how'cver, turns 
out to !«■ sizeable m the estimates foi 
the end ol the Seventies. As against the 
Technical Wing’s c-stiinate ol 178,700 
tonnes tor 1978-79, the Council places 
the demand loi Alloy Coustnictional 
Steel at 239,906 tonnes loi 1980. 

It IS now accepted that the assess¬ 
ment of th<- Technical Wing has been 
■> rather conservative and that the Coun¬ 
cil’s studies desiiite certain limitations, 
are inoie realistic A message that emer¬ 
ges loud aiirl clear fioiii these studies 
is that even alter the schemes lor css- 
pansioii or setting up ol new units on 
green sites uhicb arc now under con- 
siileiatioii an- successfully imiilemcnti-d 
by the cud ol the decade, there would 
still be a gaji, iirobably substantial 
rather than inarginal betwei'ii require¬ 
ments and actual production. 

All said ,ind ilone, the minieious esti¬ 
mates referied to above need to be 
I Hi ther processed and worked upon for 
purposes of drawing meaningful conclu¬ 
sions that guide ns in deciding .about 
Itftuie investments in the creation ol 
new Alloy Ste«;l capacity and in deter¬ 
mining the idcsil product-mix for your 
or other pl.ints. The breakdown of such 
broad aggregates into categories, grade, 
shapes, .siirl ace finish, i e, black oi bright 
etc, is a precondition lor siiccesstiil 
corporate planning. Quite a lew snap 
judgments, I am afraid, have already 
been made based on broad aggiegate 
demand resulting in du]>lication of capa¬ 
city of the same size ranges. And cir¬ 
cumstances may force us to amend 
them, if not reverse such decisions. In 
this context I would emphasise that be¬ 
fore a final sanction is issued for crea¬ 
tion of fresh capacity, adeipiate thought 
is given to the point whether such fresh 
capacity should come about through 


new units on green sites or through 
expansion ol existing units or both. 
Three considerations weigh very heavily 
in favoiii of the si'cond proposition. Ex¬ 
pansion would firstly help creaUon of 
new capacity faster; it would involve 
lower capital investment; and finally 
what is important, it would help the 
existing units to achieve economies of 
scale. 

DtMANl) EsIIMATES and 
MUSCO’s Ghowiii 

The necessity of a precise assessment 
of the demand for Alloy Steel acrpiires 
special significance for MUSCO in view 
of the fact that, as indicated in the 
Director’s Ilepoit, so far the inflow of 
orders foi oui products for the curient 
yeai has not been iipto our expectations. 
Ill their anxiety to mitigate the steel 
shortage in the country, the Government 
libcialisi’d the import policy and in the 
pioccss large licences had also been issued 
for Tool, Alloy and .Special Steels. With 
the liberalisation ol imixirts coupled 
contiiiiii'd to prevail in the offtake of 
Diesel Engines, Machine Tools, Spring 
Steels, Hallway VV'agons, etc, tlie inflow 
ol orders diopped considerably with the 
lesiilt th.it planning of economic rolling 
tonnages for dilfeient size ranges po.sed 
consideiable pioblems to the producers. 
I’liisnant to the iepreseritations made to 
till' Govenimcnt in this lespect, I am 
hapiiy to say that Impoit Licensing 
Policy has been reoriented, aiming at 
iinpoits of only such of those categories 
and types of steels as are not available 
in adeipiate quantities in the country. 

The impact of lecent lestrictions on 
imports will not be fully felt until the 
cud of this year. At the moment, how¬ 
ever, till' Older inflow aiqieais to be 
looking iqi and it is hoped this trend 
will glow mole ilistincl. 

Taking the long langc aspect into 
account, it may be stated that the 
growth jintentials ol the Automobile 
Indnstiy which accounts loi a large part 
of the offtake ol mil piodiicts have not 
been fully leabscd owing to various re¬ 
asons. Aiilomobiic production, inclusive 
ol Jeeps, Cars and Onninercial Vehicles 
[Hit togethci 111 about half a dozen 
plants, does not exceed 90,000. This is 
.1 higlils anoni.ilons situation insofar as 
it is all accer)t(*d fact that theie must 
be a niinimiini jiioductioii of at least 
.'>0,000 units .HI plant it the economies 
of scale have to be realised. It .should 
therefore, be hoped that the Government 
will come to ceitaiii positive conclusions 
about the small car project without fur¬ 
ther delay as this has kept a riuin- 


ber of related considerations in .suspense. 
The slow growth ol the transport sector 
in general and the automobile industry 
in particular does not bode well for out 
industiy and the bell tolls for quicken¬ 
ing the rate of growth. In this context 
the recent reports about the likely es¬ 
tablishment ol a private sector small car 
lilunt with a capacit> of about 50,000 
cars piT annum and the licensing of 
additional caiiacity for manufacture of 
commercial vehicles arc doubly wel¬ 
come. 

Mini Steki, Pi.ants 

In my Statement last year I had 
occasion to refer to the fact that the 
cstablnhinent ol Electric Arc Furnaces 
with continiious casting facilities has ic- 
ceivcd the inipiimatiir ol essentiality 
Iroin the Goveiniiieiil 'I'liereafter a 
lively inteicst has come to be evinced 
in this matter. In fact even the Ministry 
ol Foieign ’I'rade also has been cri’dited 
with suggesting the setting up of Mini 
.Steel Plants eithei on a captive basis to 
catei to the neeils ol paiticular engiiieei- 
iiig indiistiies or on a deeentialised basis, 
so that expoit piodnction is not hainjx'r- 
ed due to steel .shorl.ige. The capacity 
of i-ach mini steel plant has been i>laced 
at about .'>0.000 tonnes of billets a vear 
using the concast proix'ss. They may 
have cithci .siioiige iron oi sciai> oi pre- 
iciluced pellets as the Iced stock. He- 
eentls the Miiustci loi .Steel made it 
known that si\ mini steel plants had 
Ik'cii licensed, foul in the private .'.ector, 
one III the joint .seetoi and yet aiiothei 
in the public seetoi. .\iul six more 
similai piojects iiia\ get final sanction 
bv 1974. All 111 all, the dozen oi so new 
iiiiiii plants would aiiguieiit the country’s 
steel capaciti by 600,000 tonnes by the 
begimiiiig ol the Fifth Plan. 

Although a decision to permit c.stab- 
hshnient ol iiiini steel plant is a .step m 
the light ihiection. 1 think that before 
iK'w pio|<'cts are sanctioned the pros 
and cons ol iiroilucing the mild steel 
and special steel in these plants with 
paiticular lefereiice to the production 
cost aspect should be thoioiighly haikcd 
into, so that they can meet squarely the 
competition fioiii the integrated steel 
plants. 

In the final analysis, it is high time 
that a mastei pei.spective plan for the 
speedy expansion ol Steel capacity in 
the country is drawn up and Govern¬ 
ment and Industry jointly and singlc- 
mindedly work loi the crystallisation of 
such plans. This exercise has to Ire pre¬ 
ceded by clearer thinking about the 
future needs. Fortunately, there is not 
much ol a dispute in regard to the 
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rapid development ot the Steel IndiMtry. 
The I’nme Minister herself has acknow¬ 
ledged the fact that “the capacity for 
Steel niakitig would have to be doubled 
every 10 years”. In Japan the crude 
steel output itself is l)eing doubled every 
4/.5 years from 7,6 million tonnes in 
1953 to 10 million toniu's in 1956, to 
2.3 million tonnes in 1960, 41.3 million 
tonnes in 196.5 and 82.2 million tonnes 
in 1969. This year it Jiiay cross the 100 
million tonne maik. 

Earlier there has been a lelerence to 
the need for forward and backwaid pr-rs- 
pective 111 .Steel I’laniiiiig. Steel plann¬ 
ing in oiii country is now about 15 to 20 
y«-ars old and the counfry has had con¬ 
siderable experience. Such experience is 
most invaluable at a time when the 
country is likidy to be shoit of Steel 
doling the entile decade ol the Seven¬ 
ties. The tone is now opportune for the 
numerous plans and tvstiinates to be 
placs'd side by sole, compared and our 
experience in this field consolidated so 
that the tut lire exercises are spared ol 
any past mistakes 

FF.liiir.ii 1 NOUS nil F..S 

A coiporate or indnsliv wise perspec¬ 
tive plan cinisideis not only the maiket 
ixitenti.il lor a prodiicl but also the 
derivafivi’ deiiiaiid lor essential inputs 
to Ix' supplii'd by the leedei and ancil¬ 
lary indnstiies. Only such an assos.smeni 
ol the leiiuneinenis anil availability ol 
raw materials would give iiii'anitig and 
content to the jicrspective plan. Koi 
in.stance one cannot plan th<‘ giowth of 
Klectiic Kninaces withoiil a caielnl and 
painstaking study of the supplies ol raw 
inatenals that would be loitheonnng 
from the leedei nidustiies, 3he .iiipie- 
ciable growth ot the Electiic . I' uiiiacr 
Indiistiy cannot be niaiiitanied even in 
the future unless siipjilies ol the inputs 
match the grow'ing needs. As ol now, it 
IS esliiiiated that tlii'ie aie about 170 
Kl'iliie Aic I'liniaees with a hot metal 
capaials ol about 2.0.5 iiidlioii tonnes. 
Oap.ieilv nlilisution has been estiiiialcd 
at about 707,. This is likeb to improve 
by .mother iOV in the current year. The 
installation ol Steel iMiinaees could grow 
at a more vigoioiis late but lor the con- 
stiamts in the loim ol law material 
shortages. They are not uiii(|ue to our 
indn.stry but ha|ipen to be almost world- 
w ld«‘ phenomena though theie eoiild be 
diffeieiices lioiii isiimtiy to coiniliy in 
regaid to the magnitude ot such short¬ 
ages. Attention must theieloie be paid 
to the leedei industries as also to their 
giowth. These problems and constraints 
III regard to ferrous scrap, graphite 
electiodes, refractories, nickel, ferro¬ 


alloys, etc, are not an easy matter to 
come to grips svith. They make the task 
of planning the future growth of fur¬ 
naces rather difficult. 

I'owEn Tariff 

In these columns, during the earlier 
yeai s I have been urging the Government 
of Maharashtra to re-structure the power 
taiiff III the State in a way which will 
give ciTtam tangible benefits to power 
intensive industries. Electric power is 
one ol the basic inputs for producing 
.Steel III Electric Furnaces. It is there- 
foie iiece.ssary to revise the power tariff 
applicable to metallurgical industries in 
particular, with a view to giving a com- 
jictitive edge to steel produced within 
the State. With the same objective. 
States like Haryana, Keiala, MP, 
Mysoie, Fmijali and Kajasthan oHer 
diUeieiit kinds ol concessions or rebates 
to electro-chemical and electro-metallur¬ 
gical industries. It should be hoped that 
the (aniiiiiittec appointed hy thi- Gov- 
eiinncnt ol Maharashtra hcatled by the 
Indiistiics Commi.ssioner to innuirc into 
this (|uestioii would keep these facts in 
iiiiiid iiiasiimeh as power costs will 
largely detennme the growth piospeets 
ol nictalluigical industry in Maharash¬ 
tra. 'I'he State should a.spire to have at- 
least 2.57 ol the hrpiid metal capacity 
and (Ills can only be achieved il the 
disiiieeiilive in the lorm ot a high power 
tariff IS wiiiovi'd. 

1mi>()iu Canaij.saijon 

A passing icleieiiee is also called for 
III legard to the canalisation of import 
ol essential law' materials of oiir indus- 
tiy and i(s (Xissible impact. According 
to till' lati-st linpoil policy, imports of 
giaphile electiodes have been canalised 
ihiough (he STC, lefractoiies and le- 
liiu[oiv iiia(<'iials through MMTC/HSL, 
b'lio-iiiob lideiiiim. leiio tungsten, leiru 
vaiuidmiii and ierio silicon. stainless 
slecl shei Is. jdafes and stiips, heavy 
iiii'lting SCI ill), .si)ongc iron and nickel 
lhioii.gh the MMTC. It is provided that 
the iinpoil eontrul authority would is.suc 
the necessary lelease orders to hulk im- 
porteis. 

I have had occasion to refer in the 
pa-st to the increased faith the Govern¬ 
ment has been putting in State Trading. 
Ever smc<- they w'ere set up. State 
Trading agi'oeies have not fared well in 
theii effoit to imtxirt in hulk several 
items including sulphur, rock phosphate, 
eheinicals, copra, hetelniits, soyabean 
oil, etc. U is doiihtfiil, looking at their 
past lecoid, whether such agencies 
would literally deliver the goods of the 
right rpiality, at the right time and at 


the right price. There are enoraious 
complexities attending upon such busi¬ 
ness especially in relation to the hund¬ 
reds of specifications regarding quality, 
sizes, delivery periods, sources of supplv 
and in short the dynamics of the world 
market. It should, therefore. Ire hoped 
that the nonnal production and growth 
of the Alloy Steel Industry is not jeo- 
parilised on account ol the inconvenien¬ 
ces that may be caused in the supply 
ol indispensable, raw materials. 

ConniAi. Relations 

Vour Company has been able to main¬ 
tain the most coidial and happy rela¬ 
tions with its employees in the Plant 
as well as Head Office during the yoai 
under review ami I would like to record 
niy sincere apiireeiation ol the hard and 
I'onscientioiis work put in by the cinido- 
yecs. I would also like to express my 
giatituile to the colleagues on the Board 
whose wise counsel and advice has 
largelv helpiil me to discharge my res¬ 
ponsibilities. VVe continue to receive 
valuable teelmieal assistance and eo-ope- 
ration from oui Collabeiators and 
Partners, Uginc Kuhlinann. 

Note: This docs not piiiport to he the 
record of the proceedings of the 
Eighth Annual General Meeting 
of the Company. 


Mini Steelworks 

WHILE the optimum plant size in the 
steel industrv today is regariled as being 
above rather than below six milliim tons 
of elude steel per annum, it has never¬ 
theless been demonstrated that steel 
producers of substantially smaller capa¬ 
city (200,000 to 300,000 tons) are still 
capable ol eoiiipi4ing suecessfully in the 
steel market. Th<‘ secret lor success of 
the ‘Mini Steelworks’ is to .skilfully 
Select thc.il location and operate on 
modem lines. In other words, they must 
Ik' situated so as to ensure low freight 
rates for the incoming raw materials 
and the outgoing products and close 
enough to a power plant. 

These siuall and medium-sized .steel¬ 
works mainly ixse electric arc furnaces. 
The tap-to-tap times have been consider¬ 
ably reduced and torlay are less than 
three hours (per heat). In addition, pro¬ 
cess rontiol can lx“ automatically per¬ 
formed with high accuracy and matched 
to the optimum degree to the supply 
capacities of the electric steelworks. 
However, the continuously rising price 
of scrap on the world market is a pro¬ 
blem for the small steelworks. 
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a drastic redueUon in fans! 


Air-India offers heavy reductions 
under our Affinity Group Travel 
Scheme. For many sectors, the 
reduction amounts to over Rs. 2000/-. 

What is an affinity group? 

It is an association that has been in 
existence for 6 months prior to travel 
with a common objective or activity 
other than travel. In case of travel to 
the Americas the association must be 
of at least two years standing. 
Examples: Educational institutions like 
schools or colleges of Arts, Music, 
Science, Engineering, Medicine, 
Catering; professional groups like 
associations of lawyers, physicians, 
surgeons, pathologists, teachers. 


artists; clubs like the Lions and the 
Rotary Club, sports associations, 
gymkhanas, choirs, dramatic and 
musical groups etc. 

Minimum requirements: 

If you are a member of any of the above 
affinity groups for a minimum period 
of 6 months prior to travel you may be 
entitled to the reduction. You have to 
travel together throughout your journey 
and your group should not be smaller 
than 15 persons. 

Besides the large reduction under our 
Affinity Group Scheme, Air-India gives 
you that extra something, if you haven’t 
been abroad in the past 3 years. 


AFFINITY GROUP FARES (All tares In Indian Rupees) 


AMSTERDAM 

FRANKFURT 

PARIS 

PRAGUE 

GENEVA/ZURICH 

ROME 

MOSCOW Oirttt via DELHI 
.. via MiODLE EAST/EUROPE 
LONDON 
NEW YORK 
KUALA LUMPUR 
NANDI 
PERTH 
SINGAPORE 
SYDNEY 

TOKYO _ 

For full details and a list 
of other stations to which 
these fares apply, post this 
coupon to any of our St \ 

offices located closest to 
you or your Travel Agent. 


BOMBAY 

1 CALCUTTA 

1 DELHI 

1 MADRAS 

Normal 

Aftinity 

Normal 

Aftinity 

Normal 

Affinity 

Normal 

Affinity 

Raliim Fare 

Return Fare 

Return Fare 

Return Fare 

Return Faie 

Return Fare 

Return Fare 

Return Fare 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

6984 

4189 

6732 

4713 

5964 

4189 

6650 

4655 

8984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

5984 

4189 

6732 

4713 

5984 

4189 

6650 

4655 

5895 

4127 

6646 

4653 

5895 

4127 

6561 

4593 

BS33 

3684 

6027 

4219 

5233 

3664 

5899 

4130 

4988 

3491 

5633 

3944 

4938 

3457 

5652 

3957 

7704 

5393 

8498 

5949 

7704 

5393 

8370 

5859 

8070 

4249 

6821 

4775 

6070 

4249 

6736 

4716 

9210 

5603 

9615 

5963 

9210 

5603 

9615 

5963 

2915 

2041 

2207 

1545 

2736 

1916 

2339 

1838 

8649 

6055 

8073 

5652 

8649 

6055 

7987 

5501 

8133 

4294 

5561 

3893 

6133 

4294 

5471 

3830 

2915 

2041 

2385 

1670 

2915 

2041 

2330 

1638 

7015 

4910 

6441 

4509 

7015 

4910 

6354 

4448 

5912 

4139 

5206 

3645 

5604 

3923 

5427 

3709 


Kindly send me your free literature on the 
Affinity Group Travel Scheme. 


I Nam*. 

I MatnUa. e 
I P,Ad:atfr: 

1 _ 
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and licences letters of intent issued 
in 1970 with the comparative figures for 
1069. There is nodiing to say what 
industries the new capacities were 
licensed in. nor any attempt to assess 
what difference the implementation of 
these projects would make to the indus¬ 
trial structure. Clearly, there has been 
no qualitative change in the approach to 
industrial licensing. Even quantitatively, 
if the purpose of the changes in policy 
was to make it possible for Government 
to concentrate on a relatively small 
number of projects it does not seem to 
have lieen achieved, since in 1970 the 
licensing Committee received as many 
as 3,033 applications and approved 761 
(taking licences and lettcis of intent 
together). 

The total absence oi any perspi clive 
ill the appioach to economic issues is 
also exposed by the Repot t's constant 
harping on exports. The way the Ri - 
port makes it out, any export, howevei 
small and at whatever cost, is sufficient 
to covci up all the other tailings of any 
industry or production unit In the case 
ol public sector undcifakiiigs paiti- 
cularly, minor export achievements aie 
paiaded to offset dismal records in capa¬ 
city utilisation and recurring (and often 
increasing) operating losses The most 
ridiculous example is the Repoit’s ac¬ 
count of the operations of the National 
Industrial l>vclopment Corporation in 
1970. It IS claimed on behalf of the 
CoriKiration: 

“The eonsiiltancs seivicc-s of llie Coi- 
poration have gamed greatei lecxsgnition 
in (leveloping countries. The Corpora¬ 
tion continued to assist the Industrial 
Development and Renovation Organisa¬ 
tion oi the Goveinment ol Iran m the 
imildiiig up of innsiiltaiuy oiganisdtu)ii 
in that country, and is endeavouring to 
set up similar^ organisations in other 
c'ounti les also ” 

II IS atei'ptcd all louml that, in femis 
ol the .inihitious objectives set for it at 
the tune ol its loncs'ption, the NIDC 
has lieen a coiiipleti' flop It has not 
been effective in even the more limited 
tusk ot fostering inodeinis.itioii m the 
eottnii and jute textile nuhistiic’s. Ol 
what earthly iclevance, then, aie the 
Coipoiation's efforts to set up consiil- 
l.inev oigaiiisations m Iran .iiul else- 
wheie? 

The fact has to be laced tliat foi a 
large mimhei ol our i.ipital goods 
industries, expoits siiiipU do not provide 
the answer to the prohli'iii ot low utilisa¬ 
tion of capacity Invariuliix the expoits 
ate trivial in relation to capacity, often 
they would he unsujiportahle on any 
eost-henefit calculus. These piddling 
exports can, therefore, afford no escape 
Irom the need to formulate a strategy 
for domestic industrial investment and 
growth. 


PbooI Codm 

Backios of Modornlsation 

THE Indian Penal Code which is our 
tiasic criminal statute has remained 
substantially the same for more than 
a century. The text of the Penal Code 
was drafted by Macaulay who presided 
over the first Indian Law Commission 
in 1834. Hie draft ultimately became 
the law in 1860 after minor modifica¬ 
tions by Sir Barnes Peacock. The Code 
was founded on the then Common Law 
of England but in clarity and precision 
was a great improvement on other 
jrenal laws. It has well stood the test 
of time and has been adapted by seve¬ 
ral Commonwealth countries. 

In its essence criminal law was 
regarded as the civilised equivalent of 
the law of retribution enjoined by social 
mores and enforced by Statute. Hie 
last century has witnessed radical 
changes in the concept of crime and 
punishment while the Code has under¬ 
gone only minor changes. Therefore, 
the recent proposals of the Law Com¬ 
mission for a revision of the Code 
which seek to amend the law in con¬ 
formity with modern social concepts 
must be welcomed. Some of these sug¬ 
gestions rightly include raising the 
minimum age of criminal responsibility 
to ten, abolition of the attempt to 
commit suicide as an offence, redefini¬ 
tion of sedition and imposition of a 
time limit for prosecution of minor 
offences. 

From the viewpoint of modern cri¬ 
minology there are some points which 
have not been fully dealt with bv the 
Commission and merit further consi¬ 
deration by Parliament, The whole 
approach of the Code to the problem 
of the criminal responsibility of the 
insane bears the impress of the 19th 
century and has not kept pace with 
the degrees of responsibility recognis¬ 
ed by modem psychology. The defini¬ 
tion of insanity in the Code is based on 
the M’Naghten rules and requires a 
thorough change. The Commission has 
sought to modify the provisions relat¬ 
ing to abetment by conspiracy. By the 
amendment in 1923 which introduced 
sections 120-A and 120-B an agree¬ 
ment to commit an offence was made 
a substantive crime even if no act 
followed it. In practice the provisions 
relating to conspiracy are often misus¬ 
ed to extend a trial beyond its legiti¬ 
mate scope by joining together in- 
numberable accused and charges. Some 
of the trials in India, for example, in Cus¬ 
toms cases, are amongst the most pro¬ 
tracted and often include about a score 
of accused and twice that many charges 
under the allegation of criminal con- 


«taacr bMWMa Hw meemd wUch 
my MM Ik pnvvd. II is a 
aahttaiy piiadple of erioihul law fiiat 
• oMmA trial AobIiI be short and 
swift aad rhaa iM ha Aia mpect Must 
daal with snbstawliva law of eons^cy 
as wdi as the ptooataal law. 

In its suggestions reganBng pnnish- 
iMM. the rummissimi is right in sug- 
that collective hboor without 
dcprivwtioa of fteedon would be a 
good Bobetitute for shmt-tenn impri- 
saameBts. It is, however, iBfBcult to 
understand what the punishment of 
“social censure’* for anti-social offences 
wohM be. Pech^ the suggestion 
that extemment may be introduced as 
a substantive punishment is worth con¬ 
sidering in the light ot the working oi 
these provisions under the Bombay 
Police Act. Another t 3 q>e ot punish¬ 
ment which may be effective for eco¬ 
nomic offences would confiscatory fines 
which are collected like arrears of 
land revenue. 

There are some recommendations 
of the Commission which while being 
laudable in their objects might be 
difficult to translate Into statutes with 
precision. Such, for instance, are sug¬ 
gestions regarding creation of offences 
like "oppression” by a public servant 
or of “driving” a person to commit 
suicide. The redrafting of the defini¬ 
tions of murder and culpable homi¬ 
cide in particular must be considered 
with great circumspection as the 
experience in England ^ows. Modem 
draftsmen of law have a tendency to 
overlook that it is an aspect of rule 
of Law itself that Statutes should be 
clear and precise. In several recent 
cases the intention of the legislature 
has been frustrated because of impre¬ 
cision in drafting. This is a matter of 
particular concern in penal statutes 
which deal with the liberty of citizens. 
It is essential to heed the principle 
wbidi Macaulay enunciated for his 
drafting, “Unity when you can have it, 
diversity when you must have it but 
in all cases certainty. 

Aid 


A Touching Act 


IF the objective was to scenre as large 
an aid emnnutment as possible, then the 
discussions at the Aid Gcmsoitium meet¬ 
ing at Paris may be said to have gone 
off fairly smoothly this year. The rate 
of growth of the economy (though with 
u^c»lture contributing the major part 
of it) was a respectable 52S per cent in 
1970-71. And for all the radical talk, 
no new steps have been taken in the 
fields of natiimalisation or ludustrial li- 
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censing to cause c^ence in fie foreign 
donors or to the World Bank's economic 
myth-makers (nationalisation of general 
insurance having been already discount¬ 
ed as an irrelevance). On the other 
hand, the Government formed after the 
pturliamentary elections earlier this yeaT 
*must appear to assure ‘political stability' 
— a commodity much sought after by 
the world’s aid-givers but equally rare 
among the aid-receivers. And like all 
‘stable’ governments, this particular one 
has appeared to be in no hurry to do 
very much which, again, is on the whole 
reassuring to the aid-givers. Finally, 
the patience of the Government in bear¬ 
ing die economic burd«i of the refugees 
from Bangla Desh without taking any 
drastic political or other action (except 
for providing free trips abroad to some 
ministers and other sundry politicians) 
deserved and got sympathy from the 
aid-givers. So, everything taken toge¬ 
ther, there could not have been a more 
favourable constellation of circumstan¬ 
ces for going to Paris with a bigger beg¬ 
ging bowl. 

The Consortium countries have not 
failed us. They have promised total aid 
of $1,150 million for 1971-72 ($650 

million non-project and $ 500 million 
project). Of this amount, $ 90-100 mil¬ 
lion will be given in the form of debt 
rescheduling. The Paris meeting also 
expressed the hope that relief for the 
Bangla Uesh refugee.s would be treated 
as an international responsibility 

As the GovjToment’s latest Economic 
Survey showed, aid commitment has in 
the past fallen short of pledges and so 
there is no reason to believe that all the 
aid pledged for 1971-72 will be forth¬ 
coming. Moreover, the lower re.schediil- 
ing this year will in effect reduce the 
quanlum of freely convertible aid avail¬ 
able, even after taking account of thy 
hesitant moves towards providing moiy 
untied aid. But these considerations 
notwithstanding, the Government can 
claim that after quite some time, the 
amount of aid promised is showing an 
upward trend again. In other words, we 
have been given a good chit. 

Yet, It is not the quantum of aid hut 
what we do with it that matters. And 
this aspect of aid must continue to cause 
concern. The large amounts of non-pro¬ 
ject aid are apparently being used now 
to maintain the economy at its existing 
level of operation. As for project aid, 
what are the new projects for which ii 
is intended? Or is a good part of it go¬ 
ing into completing on-going projects 
whose costs, including foreign exchange 
costs, have escalated because of bung¬ 
ling and delay? On the whole, all the 
self-congratulation over the larger dollop 
of aid that we have been promised 


would be a little more to the imint if 
it were accompanied by some new ini¬ 
tiatives for pushing up the rate of growth 
of the economy. Of these, however, there 
are still no signs. 

Vietnam 

Nothing to Loso 


THERE have recently been some indi¬ 
cations, however slight, that the National 
Liberation Front is changing its position 
about elections that take place under the 
auspices of the Saigon regime. Last 
week, an unnamed NLF radio commen¬ 
tator is reported to have urged “all pa¬ 
triotic and progressive forces" to take an 
interest in the elections scheduled for 
August and October and, create “a true 
political force in this struggle”. He is 
also reported to have exhorted both the 
urban and the rural populace to do 
“everything to demand liberty” and 
“concentrate their attacks against [Presi¬ 
dent] Thieu .so as to turn these fraudu¬ 
lent elections into a very heavy political 
defeat” for his regime. 

In the past the Vietcong attitude has 
been to regard such elections as a farce 
and do everything possible to disrupt 
them. Even if the reported broadcast is 
legarded as .sigiiiHcant, it does not mean 
a departure from the NLF's strategic 
goal of throwing the Americans out of 
.South Vu'tnam and ultimately ruling the 
entiu- couutr>. It cannot even he 
regarded as a major change in tac¬ 
tics. Last September m Paris, the lead¬ 
er of tlic NLF d( legation, Madame Biuh, 
went so far as to suggest that the NLF 
w.»s willing to accept any member (jf 
the Saigon Cal>inet in an interim coali¬ 
tion government, with the exception of 
Presiilent Thieu, V'ice-President Ky and 
Prime Minister Khiem. Later in an ex¬ 
clusive interview with Lc Montie, the 
North Vietnamese Prime Minister, Pham 
Van Uong, specifically pointed out that 
there were likely to be major politic.il 
changes in Saigon and other major 
South Vietnamese towns and implied 
that his government and the NLF were 
more than willing to accommodate these 
new urban political forces which he was 
fairly sure were bound to emerge. , 

What makes the crystallisation of the 
North Vietnamese Premier’s prediction a 
distinct possibility is the intense disen¬ 
chantment with the war and with the 
Americans and their Saigon stooges 
among sections of the urban population 
who would not consider themselves 
communists at all. The exhortation to 
take an interest in Hie elections is an 
effort at politically mobilising these sec¬ 
tions of the population so os to furthei 
politically isolate the Saigon regime 


Mweover, Hie NLF fats noHiing'to low 
try encouraging such gaoups, since it is 
the only politically well-orgaBised foroo 
in South Vietnam. It can edways aflord 
to temporarily compromise with pditical 
elements who are not totally controlled 
by the Americans. Even if compromises 
are made at this stage with non-com- 
munist political groups, in the final ana¬ 
lysis the NLF could discard these ele¬ 
ments once it was established in Saigon. 

TDA _ 

Export Promotion at Micro 
Lovel 


THE first Annual Report of the Trade 
Development Authority, for 1970-71, 
sets out the TDA's ideas on its role in 
export promotion. In his chairman’s 
speech, U Lai stresses the need for 
not being complacent about exports. 
True, exports have done reasonably 
well in the last three years, but world 
trade has also expanded rapidly during 
this period. The direction of our ex¬ 
ports has changed in last decade, with 
the share of North America and West 
Europe declining from 55 per cent in 
1960-61 to 39 per cent in 1969-70. Lai 
feels, rightly, that “we have not done 
enough to tap the vast potential for 
marketing our goods in the affluent 
societies’’. 

The TDA'’s approach is intended to 
be different from that of other eiqiort 
agencies in that it emphasises export 
promotion at the micro level. It will 
try to study the prospects for particu¬ 
lar products, examine the need for pro¬ 
duct adaptation in order to tap the 
potential market, locate individual 
buyers and match them with corres¬ 
ponding exporters. Having identified a 
product, a buyer, and a seller it will 
offer a package of personalised servi¬ 
ces to the exporter which, it is expect¬ 
ed, will save him considerable time and 
effort which would be otherwise spent 
on importing samples, designs, techni¬ 
cal literature, small amounts of raw 
materials, components etc, procuring 
indigenous inputs such as steel, getting 
release of foreign exchange for export 
promotion travel, getting drawback of 
duties, and so on. 

The Report covers only eight months 
of the working of the "roA. In this 
period its Research and Analysis Divi¬ 
sion has come out with a study on the 
prospects of India’s exports to the 
EEC after the Generalised Scheme of 
Preference is adopted by these coun¬ 
tries from July 1. The study expects 
Inflia’.s exports to the EEC to rise to 
R.S 5.25 crores in 1971-72, Rs 8.75 crores 
in 1972-73 and Rs 16.75 crores In 
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1973>74. The Research and Analyais 
Division also a project for short¬ 
term forecasting of major exports on 
a quarterly basis. These forecasts 
would be made available to those en¬ 
gaged in export promotion activities. 

The TDA’s other two divisions ire 
the Mercandise Division and the In¬ 
formation Division. The Merchandise 
Division is the core division. It has to 
identic buyers, products, establish 
buyer-seller contacts and offer per¬ 
sonalised services. The Information 
Division is expected to collect com¬ 
prehensive information covering all as¬ 
pects of export intelligence and disse¬ 
minate it among interested parties. To 
begin with, the Merchandise Division 
has taken up about 100 products for 
development of exports to developed 
countries. They are all manufactured 
goods ranging from canned fruits and 
juices to toys, sports goods, electronic 
equipment and automobile ancillaries. 
All these goods can be regarded as 
having income elasticity of demand 
greater than one. India’s exports of 
these products to developed countries 
now amount to only Rs 6 crores out 
Of total world trade in these commo¬ 
dities of Rs 2,250 crores. On paper, 
therefore, the prospects for exports are 
good. Some 170 production units in 
the country have been already identi¬ 
fied as clients for potential exports 
and another 180 units are under study. 
Meat of these belong to the medium 
and small sectors and need such export 
assistance as the TDA intends to pro¬ 
vide. The Merchandise Division has 
also started establishing contacts with 
leading departmental stores and indus¬ 
trial corporations in the US. Similar 
efforts are also being made in Western 
Europe and the products of client 
units in India are advertised in these 
countries. 

The TDA has also proposed an Air¬ 
port Electronics Project at Santa Cruz 
airport, Bombay. The import of raw 
materials as well as export of finished 
products would be by air freight. The 
project would have bonded process¬ 
ing and warehousing facilities for ex¬ 
port of finished and semi-finished elec¬ 
tronic equipment. It is expected to 
generate net earnings of $ 5 million in 
foreign exchange. 

Eight months is obviously' too short 
a period to judge the performance of 
the TDA. The approach that we can 
sell only what the customer wants is 
the right one. In the long run it does 
not pay to export what we have with 
ail kind of subsidies. The needs of 
customers have to be identified and 
anticipated and our production has to 
be adopted to meet these requirements. 


If TDA works in this direction some 
results may be expected in the near 
future. 

Tamil Nadu 
Return to WotnoM 

A Correspondent writes: 

AND so, after more than two decades 
of total prohibition, Tamil Nadu — 
the pioneer of this policy — is to be 
"wef' again. There was no surprise in 
the end of prohibition: neither in the 
actual announcement by Chief Minister 
Karunanidhi in his Budget speech last 
week nor in his justification for the 
action. In fact, both the end and the 
reasons were evident even in the early 
days of the DMK regime when Anna- 
durai, reaffirming his deep personal 
faith in prohibition, asked in rhetori¬ 
cal words, if he was the only Candhian 
lefti Karunanidhi's own commitment 
to the faith is perhaps a shade less 
ardent but he has to consider 
the strong feelings of others in 
his party. Undeniably, the problem has 
been solved neatly. Prohibition has 
been scrapped, but the actual term 
chosen is “suspended". A fruitful 
source of revenue is now open. At the 
same time, the State Government has 
been able to have a dig at the Centre, 
and a valid one at that. For there is 
considerable strength in Karunanidhi’s 
argument that, to be entirely success¬ 
ful, prohibition has to be a national 
policy. But in trying to justify a 
step so blatantly contradictory to the 
ideals of his party, the Chief Minister 
has over-worked this argument. Surely, 
the “overflow” (of prohibition offen¬ 
ders) in the prisons of Tamil Nadu 
and the spread of diseases cannot be 
attributed entirely to the fact that the 


IF there was any hope that sugar prices 
would decline on decontrol — or any 
fear that the inefficient mills would 
be driven to the wall — the annual 
general meeting of the Indian Sugar 
Mills’ Association should put such 
anticipations to rest. ISMA is the 
official spokesman of the sugar 
industry and claims to advise the 
Government on sugar policy matters. 
The speech at the annual general meet¬ 
ing by ISMA's president, S K Somaiya, 
confirms some of the fears about 
developments in the sugar industry 
following decontrol expressed in these 


States aa|l Union llenitory adloiaing 
Tamil Nadu’s bordera are ’Sret”. 
Something else is strange top. Not so 
long ago. the DMK government was 
stoutly denying charges that prohibi¬ 
tion offences were on the increase! 

Not that any one is inclined to. rake 
up these minor matters. The return to 
wetness has been widely welcomed. Of 
course, it would mean better times to 
the now lifeless bars and posh hotels. 
And also an essential element of 
"grace” in the social life of the pri¬ 
vileged class will henceforth be more 
openly evident and permanently fixed. 
More importantly still, there is the 
fiscal gain which the Chief Minister 
has chosen not to recognise in full. 
The anticipation of an excise revenue 
of only Rs 10 crores for the part of 
the financial year after August (from 
when "wetness” will prevail) is mod¬ 
est. For this is a revenue source with 
extraordinary elasticity — which only 
means that an increasing number will 
be taking to liquor, once it is freely 
and openly available. Despite all its 
limitations, loss and difficulties of im¬ 
plementation, prohibition had succeed¬ 
ed at least in “containing” the drink¬ 
ing habit. A whole generation has 
been brought up, in the towns and 
villages of Tamil Nadu, without overt 
exposure to the drinking habit. This 
was no “moral” gain but a pure eco¬ 
nomic one. For it meant, simply, 
more money in the hands of the less 
privileged — an effect which all the 
development programmes that the 
State Government may devise with the 
newly gained revenue will not attain 
as easily, immediately or widely. Once 
again now, kallu kadais (toddy shops) 
will sprout up all over the State — a 
sight that womenfolk, at least, will 
not greet with glee. 


columns (May 29, p 1064). There is 
little doubt now that ISMA will act 
as a cartel to guard the interests of 
all sections of the industry. Though 
Somaiya’s own units belong to the 
more efficient section, that section has 
little to lose and much to gain eventu¬ 
ally by protecting the weaker and 
costlier units. 

The basic problem of our sugar 
industry is the wide range of efficiency 
among sugar mills. Sugar production 
rose when partial decontrol in 1967 
made it possible for mills to earn 
higher margins on the free sale price 
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and so to compete with gur and khand- 
sari for sugarcane which accounts for 
some 70 per cent of sugar's cost of 
productimi. But higher production, 
created its own problems for the 
industry. In most regions of the 
country for a major part of last year 
the price of free-saie sugar ruled 
below the levy price. In these regions, 
then, the cry was not for ‘decontrol’ 
but for a higher levy — or support — 
price. When sugar was decontrolled, 
the marginal units in these regions 
were in a quandary. For, with their 
free prices as low as they were, these 
units would suffer from the removal of 
the levy-price ‘support’. Besides, the 
more efficient mills which are farther 
away might, even after allowing for the 
freight on the longer haul, eat into the 
established markets of the middling 
units in particular regions. 

However, these units need not have 
worried. TTiey still constitute the bulk 
of the industry and are important 
enough politically in the northern and 
north-central States for Governments 
to allow them to be hurt by decontrol. 
What has happened, therefore, is that 
the support given to them earlier by 
the levy has been substituted now by 
‘officially regulated releases' from the 
mills. The average price under decon¬ 
trol could thus work out to be higher 
than the earlier weighted average price 
of levy and free sugar. The margins 
of the more efficient units will naturally 
benefit from this rise. It is not incid¬ 
ental that Somaiya while being at pains 
to ‘welcome’ decontrol as testimony to 
the industry’s "abiding faith in the 
market mechanism", goes on to ask 
for special "follow-up measures” to 
impart stability to the situation after 
“the sudden change in pattern of distri¬ 
bution and the large stocks" vrith 
the industry. More specifically, he 
asks for controlled monthly releases, 
easier bank credit, excise rebate, freight 
control, maintenance of gur prices, 
increased export, etc. 

There is certainly a community of 
interests at work here. What the more 
efficient units lose, in terms of markets 
which they might have gained imme¬ 
diately through competition, they hope 
to make up in the longer run by a 
strengthened cartel of sugar manu¬ 
facturers. Significantly, in the last sec¬ 
tion of his speech, Somaiya goes on to 
make a case for excluding the sugar 
industry from the list of industries not 
requiring a licence for investments up- 
to Rs one crore — on the grounds that 
otherwise the growth of the industry 
may be "distorted'’! The Fourth Plan 


had envisaged expansion of existing 
units and setting up of new units in 
the co-operative sector to achieve a 
production target of 4.7 million tonnes 
by 1973-74. Licensing leaves room for 
putting pressure on decision-making 
and for lobbying in favour of existing 
interests. The existing mills obviously 
have no wish to share with new-com- 
ers their markets protected by Govein- 
ment-controlled releases and mutually 
agreed price levels. Sugar machinery 
manufacturers have been claiming lli.at 
they have the capacity to put up 6 to 
7 new plants in a year and new co¬ 
operative sugar units might decide to 
take advantage of the Rs one-enrre 
deUcensed limit. 

Synthetics and Chemicals 
Doing without Managomont? 

THE .Synthetics and Chemicals proxy 
battle has advanced, with Kilachands 
making two small pawn moves. First, 
they have decided to hack the LIC 
nominee for election as director. This 
I'oftc face was, of course, entirely ex¬ 
pected. The election of th<' I,IC 
nominee was in any ca.se a certainty. 
Only, it IS to be hoi)ed that, as an un¬ 
attached director, he will be genuinely 
effective unlike the big businessmen anti 
their dummies wIk) are generally parad¬ 
ed as "independent” directors by pro 
moters. 

Kilachands’ second move has been to 
publicise that Firestone (whose ‘foreigner 
status appears to have dawned all of a 
sudden on Kilachands I) earns commis¬ 
sions whirh are substantial and that 
Kilach.'inds are not in favour of tlx' 
renewal of .Synthetics and Chemicals’ 
technical collaboration agreement with 
Firestone. 

The point about Firestone’s commis¬ 
sions is a curious one indeed. Aft<*r nil, 
it was Kilaeliands who had brought 
Firestone in, and it is to be assumed 
that the commissions payable to Fire¬ 
stone were fixed in keeping with the 
vahie of the services to be provided by 
the company. It is understandable that 
Indian businessmen, used to siphoning 
off commissions for real and Imaginary- 
services (for exiimple, for selling agen¬ 
cies in sellers’ markets), should argue 
that all payments, when called commis¬ 
sions, are of the same nature. If Syn¬ 
thetics and Chemicals did not need 
Firestone’s technical knowhow for manu¬ 
facture of .synthetic rubl)er or Firestone's 
help in making purchases in the US. 
Kilachands should not have retained Fire¬ 
stone as collaborators in the first place. 


Kilachands have also Alleged that Fire¬ 
stone did not nurse Synthetics and 
Chemicals in its difficult days — even 
though they themselves offered it the 
company on a platter. This may indeed 
lie the truth; but it also shows that 
Kilachands themselves were eager to 
wash their hands of the company. Now 
the company is sufficiently fatted for 
tile two partners to fight over it. The 
admission certainly docs not strengthen 
Kilachands’ case for continued manage¬ 
ment control of the company. 

It is, however, the second point — 
renewal of the collaboration agreement 
— which is even more important. 
Clearly, wliether Synthetics should conti¬ 
nue to liave the collaboration arrange- 
ini'nt is a technical issue which cannot 
lie decided a.s part of a proxy battle for 
control ol the cximpany. The techni¬ 
cally competent professional managers 
of the company should, surely, he 
allowed to have a major say in the 
matter. This, in a sense, underscores 
the consideration which should guide 
the pulilic finance institutions (including 
the commercial hanks) as well as indivi¬ 
dual shareholders who may l)e inclined 
to take an enlightened, long-term view 
of things. Synthetics and Chemicals is 
m a tcclinologically sophisticated 
mdu.stry, and the opportunity provided 
liy the tus.sle for control of it should be 
exploitcil to compel both parties to 
agrei- to ai rangenients which will give 
a prominent place in the company’s 
future m.inagement set-up to technically 
competent p<‘r.sons who will, besides, l)e 
genuinely independent (and not be 
front-ineii for foreign interests such as 
alMiund in, for instance, the pharmaceu¬ 
tical industry) 

Alem bic Glass _ 

Pressure on Costs 


AS the second largest consumer of 
soda ash, after laundries and dhobies. 
the glass industry has felt the pinch of 
the current shortage of the chetnical. 
The Chairman of Alembic Glass, 
Ramanbhai B Amin, understandably 
complains against a situation where 
soda ash is sold “at a premium of 30 
per cent to 40 per cent” over the 
price fixed by the manufacturers. In 
this context he goes on to say. “The 
closeness of the market price and the 
manufacturers’ price acts as a baro¬ 
meter as to the adequacy of supplies 
and this index should be used for re¬ 
gulating the level of imports and pro¬ 
duction.” It should be the function of 
the Bureau of Industrial Costs and 
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continuous • contact with the com¬ 
pany. The current figure of the 
bank’s tJies from the company, 
which had stood at Rs 62 lakhs in 
1968, is not known. In case it has 
been rcrluceil. how was this achiev¬ 
ed? It is also pertinent to ask on 
what considerations the bank allow¬ 
ed the company to reduce the ad¬ 
vance from its sole distributors 
while it went in for fresh deposits 
from the public on a large scale? If 
is surprising, to say the least, that 
the promoters of the company 
should have been allowed to with¬ 
draw their moneys even as the 
general public was being persuad 
ed to put in more money. What 
were the various watch-dogs of 
the public interest doing as this 
switching of funds was taking 
place? 

(6) Three major term finance institu¬ 
tions, which had lent money to 
the company, now stand to lose 
nearly Rs 30 lakhs. With all the 
follow-up and .scrutiny of their 
borrowers’ working which these 
institutions are supposed to con¬ 
tinuously carry through, how did 
the rapid deterioration in the com¬ 


pany's working escape them? The 
finance institutions have powers to 
appoint their nominees on the 
Boards of companies assisted by 
them, especially when they have 
reason to suspect that the affairs 
of a particular company are not 
being properly managed. It is 
necessary to know what action 
these institutions took during all 
these years to save the company 
to safeguard the public interest. 

(7) It is reported that so-called ‘in- 
veshnent coun.sellors’ were persu¬ 
ading depositors to put their 
money into the company right till 
the beginning of 1971. Thfe is evi¬ 
dence of either total ignorance or 
criminal indifference on the part 
of the ’counsellors’. Are there 
no legal provisions for screening 
such ‘counsellors' and regulating 
their activities? 

(8) The company’s shares, it is un¬ 
derstood, were at one time listed 
on the Bombay Stock Exchange. 
Have the Stock Exchange autho¬ 
rities delisted the shares? If they 
have, did they publicise adequately 
the reasons which led them to 
take this drastic step? 


CAPITAL VIEW 

Theorising on the Crisis 

Romesh Thapar 


OVER the past few weeks, almost 
everyone with the capacity to think 
has turned into a vocal theorist of 
diplomatic techniques, military strate¬ 
gies, guerilla tactics and some such 
related matter even if it be poppy¬ 
cock. This is the measure of the con¬ 
fusion at the centre of power and the 
terrible vacuum that exists in the busi¬ 
ness of informing and educating the 
people. Yet, deep down, there is the 
conviction that the evacuee problem in 
East India will certainly spark events 
which will have widespread repercus¬ 
sions. 

A whole heap of Union Min- 
i.sters have been rushing hither and 
thither to e.xplain to our foreign 
friends what the issues are in 
the context of Uungla l)esh. You 
would think that this is the minimum 
function of our ambassadors and their 
minions. Apparently not. Report has it 
that our diplomats have been content 
to push ‘bulletins' and such materials 
and have generally failed to articulate 
any kind of meaningful opinion. In¬ 
deed, the outbreak of cholera in the 
evacuee camps has done more then our 


foreign service to awaken international 
responses to events in Pakistan. 

It is still unclear what precise objec¬ 
tive ministerial junkets are intended to 
serve. Apart from absenting themselves 
from Parliament and from urgent work 
in their ministries, these trips have 
created the impression that it is the 
considered view of the GOl that it is 
not possible to communicate effectively 
through the accredited representatives 
of foreign powers in the Capital. Of 
course, the impression is false, but it 
seems to emphasise the lack of serious¬ 
ness in our efforts. 

What was urgently required in the 
tense weeks following the launching of 
genocide by the Pakistani fascists was 
an exercise to prod and persuade 
influential non-government leaders 
of opinion in the world to mobilise 
sanctions against Islamabad. This was 
emphasised early in April when we 
realised that our diplomats had little 
tapjHfrt in their territories with per 
sons not involved with officialdom. 
The habits of our bureaucracy die hard, 
and certainly cannot be corrected in 
the course of an assignment abroad. 


Our maMr failing has been in this area 
and all the rationalisation that will 
be advanced to explain away this 
failure will be so much irrelevant theo¬ 
rising. Our diplomats are a dead loss. 

Incompetence and a lack of serious¬ 
ness are again highlighted by the trans¬ 
fers that are under way. At this cru¬ 
cial moment in our affairs, who would 
consider changing our men in Islama¬ 
bad, Moscow and Washington or, for 
that matter, even in strategic Afghani¬ 
stan. But, this is what is happening. 
Indeed, the post at Islamabad has been 
vacant for the past few weeks. It would 
be interesting to find out how much 
work has been done on Bangla Desh In 
Peking. Or, have we written off this area? 

The thought occurs because the 
military theories which are current 
speculate invariably on the positions 
that Peking will take — even though 
our own specialists have not been con¬ 
sulted. Military strategies and guerilla 
tactics are discussed in the context ol 
wars and collisions on three fronts: 
the advantages and disadvantages of 
monsoon flooded terrain, the conse¬ 
quences of frozen Himalayan passes, 
the business of choosing battlegrounds, 
and the duration of conflicts in terms 
of resources and international res¬ 
traints. The talk is endless, but again 
there is little study in depth and little 
iiicliriatinn to listen to those who have 
studied in depth. 

All manner of ideas are being pro¬ 
pounded. There is the interesting pro¬ 
posal to clear militarily an area in 
Hanglu Uesli along the Indian border 
to ensure ‘living space’ for the victims 
ol Yahya’s genocide — and to defend 
It. Another view would stake every¬ 
thing on a Pakistani economic collapse, 
forgetting that there are innumerable 
ways of providing short-term aid for a 
bankrupt government without anyone 
knowing. And, of course, there are 
those who think that the Pakistani fas¬ 
cists will soon launch a face-saving 
operation which will restore their 
damaged links with the world but 
which will keep the. Hindu evacuees 
trum East Bengal in India. 

The Prime Minister has been vehe¬ 
ment in asserting that those who have 
crossed our borders must return to 
their homes in six months. There is a 
pathetic quality about this assertion, 
unless we intend to defeat the fascists 
and then send back the evacuees. No 
evacuee is going to return to a “nor¬ 
malised* East Pakistan. To a sovereign 
Bangla Desh yes. Nothing more, noth¬ 
ing less. 

And that’s where our confusion 
begins and ends — and where every 
current theory is rooted, even of our 
numerous astrologers. 
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llARKETS 


Persistent Selling -at Higher Levels ? 

Nishtar 


ON June 23, the spot quotation for 
groundnut oil in Bombay was marked 
down to Rs 3,880 a tonne. This is 
the lowest price recorded so far this 
year and it i.s only Rs 30 higher than 
last year’s low ot Rs 3,850. The highest 
realised by groundnut oil this year 
was Rs 4,600' a tonne; this was in 
January — a month when groundnut 
oil is normally about the cheapest be¬ 
cause of the seasonal factor. The 
contra-.seasonai rise was certainly in¬ 
triguing, but not the current decline. 
Reports from all the important ground¬ 
nut producing area.s, especially Tamil 
Nadu and Saurashtra, point to a very 
comfortable supply position. This ex¬ 
plains why groundnut oil has develop¬ 
ed a distinctly easier tendency despite 
the progressive cut in the use of 
soyabean oil by the vanaspati indus¬ 
try. 

The decline in groundnut oil prices 
should provide a welcome relief to the 
ordinary consumer, and it is a pity 
that vanaspati too should not have 
been made cheaper. Except for the 
.southern zone, where the price has 
been reduced by 20 pai.se per kg, 
vanaspati prices elsewhere have been 
kept unchanged for yet another 
fortnight. Instead of effecting a cut in 
vanaspati prices, the Government has 
been curtailing the use of cheaper 
soyaheaii oil and its use ha.s been sus¬ 
pended for the fortnight commencing 
June 23. The use has been stopped 
even though the supply position of 
soyabean oil is extremely comfortable. 
Slocks with the vanaspati industry are 
mentioned as being around 14,500 
tonnes, and about 24,000 tonnes are 
reported to be lying in the STC go- 
downs. Another 35,000 tonnes are 
afloat and about 27,000 tonnes are 
under shipment. This makes a total 
of over one lakh tonnes. In addition 
to these PL 480 supplies, the State 
Trading Corporation is reported to be 
holding -the authorisation to purchase 
30,000 tonnes of soyabean oil in free 
dollars during July-August. It is to 
be hoped that adequate care will 
be taken to store this soyabean oil so 
that the quality does not deteriorate 
with time. 

Ample supply of soyabean oil should 
help maintain edible oil prices at a 
reasonable level even during the lean 
period. Onl^ the rich farmers, co¬ 


operatives, and oflicial agencies which 
are holding high-priced groundnut 
seeds and oil, will feel uneasy over 
the downward trend in prices. One 
hopes that the Government policy in 
regard to the use of soyabean oil is 
not intended to protect these inter¬ 
ests. 

To come back to the market story, 
it wa.s only near the weekend that 
the market developed a distinctly soft 
tone. The change in sentiment was 
attributable mainly to the favourable 
turn in the weather. Widespread rains 
have greatly relieved the anxiety 
caused bv the .somewhat prolonged dry 
spell after a good spell of early initial 
rains. The second rains will prove 
very beneficial to the groundnut crop 
which has already been sown and it 
will facilitate further sowings at other 
places. Indian agriculture is so heavily 
dependent on the unpredictable 
weather that one has to keep one’s 
fingers crossed until the harvest is 
ready. 

Bulls, who had been dominating 
the futures market for quite some time 
and had tightened their grip following 
the prolonged dry spell, rushed to 
lighten then commitments near the 
wci'kfiid. l.insecil July and castor 
September, which had been bid up 
earlier in the week to Rs 168.25 and 
Rs 135.37 (per quintal), respectively — 
new highs in the recent uptrend — 
were maiked down to Rs 164.50 and 
Rs 130 12 al the weekend. In view 
of the large element of manipulation. 
It IS difficult to say how futures will 
fare. But odds are that the market 
will continue to encounter persistent 
selling at higher levels if weather 
conditions remain favourable. 


Distinctly Firm 


THE cotton market has turned dis¬ 
tinctly firm. Neither the Foreign Trade 
Minister Mishra’s statement in Parlia¬ 
ment that the Government might im¬ 
port 17-19 lakh bales of cotton for the 
textile industry nui the welcome break 
in the prolonged dry spell has had any 
effect on the market. Prices have risen 
by Rs 100 to Rs 175 a candy over the 
week on steady spinner inquiry and 
poor offerings. Mills are finding it in¬ 
creasingly diflicult to procure quality 
cotton. Last week's rise has carried 


many varieties well beyond the half¬ 
way point between the record January 
highs and subsequent April-end lows. 
Cotton prices have moved up, despite 
credit curbj> against which both indus¬ 
try and trade have been crying hoarse. 

That the market should have taken 
no serious notice of Mishra's statement 
on additional cotton imports is pot the 
least surprising. Declaration of inten¬ 
tion to import cannot by itself add to 
physical availability. There is no clear 
indication when the promised quantity 
will be imported; surely, the entire 
quantity cannot be imported in the 
current season that will end with 
August. The earlier promise to im¬ 
port 17 lakh bales during the current 
season has still to be redeemed. Im- 
liort quotas, released so tar this sea¬ 
son, add up to 11.55 lakh bales, in¬ 
cluding one lakh bales of Sudan cotton 
proposed under Russian barter deal 
and another 55,000 bales of Sudan 
cotton which is yet to be allocated 
to mills. 

And considering that not even half 
the quantity has been actually import¬ 
ed by now, even though quotas had 
been rclea.sed quite early in the sea¬ 
son, industry would seem to have 
loileiti'd its claim for larger imports. 
The gap between indigenous supply 
and industry's requirements does, 
however, warrant large imports — 
more than what is normally imported. 

But how long will the country con¬ 
tinue to waste valuable foreign ex¬ 
change on importing cotton to cover 
up the failure to step up indigenous 
production? This is a question which 
all serious-minded persons must ask 
themselves. That there exists a vast 
potential for increasing production 
through higher yields is common 
knowledge; it has been amply demons¬ 
trated by the lesulls achieved at vari¬ 
ous projects. Maharashtra’s Chief 
Minister Naik told newsmen the other 
day that his Government proposed to 
bring about four lakh acres of land 
under hybrid cotton cultivation and 
that if the Central Government assis¬ 
tance on the requisite scale is made 
available for growing H-4 variety, the 
country’s normal estimated deficit of 
6 lakh bales of cotton would be wiped 
out. Is one to think that the project 
cannot be implemented without Cen¬ 
tral Government assistance? The coun¬ 
try is paying dearly for neglecting 
cotton production. Abundant supply 
of cotton at cheap prices alone can 
restore health to India's sick, labour- 
intensive cotton textile industry. 
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Mixed Fare 

AFTER drifting idly most of the time, 
the stock market developed a distinct¬ 
ly soft tone near the weekend, and 
it moved quite close to the year's 
lowest point. The slightly' improved 
tone discernible at times, earlier in the 
week, was due more to scarcity of 
offerings than to any significant revival 
of fresh support though certain cash 
shares did evoke fair attention. Net 
changes over the week showed a mixed 
pattern but losses far outnumbered the 
gains. Cash shares generally fared 
better than the scrips on the cleared 
list. With operators continuing to 
adopt a wait-and-watch attitude, busi¬ 
ness shrank to a trickle. In the absence 
of fresh support, prices eased without 
much selling. 

The week’s news bag provided mixed 
fare. The corporate news was on the 
whole encouraging. Quite a few com¬ 
panies such as Tata Steel, SLM-Manek- 
lal, Baroda Rayon, English Electric 
and General Electric — to mention 
some important names — have had a 
message of cheer for their share¬ 
holders. The Iron and Steel Controller 
has held out assurance of a consider¬ 
ably improved supply of steel, shor¬ 
tage of which has been hampering pro¬ 
duction in a number of related indus¬ 
tries. The Aid India Consortium has 
assured S 1,150 million economic aid 
for the current fiscal year. These fac¬ 
tors imparted a measure of steadiness 
to the market but could not enliven 
sentiment. 

This is because the market has had 
enough to worry about. In their memo¬ 
randum to Finance Minister Chavan, 
the stock exchange chiefs have re¬ 
echoed the concern expressed by the 
leading spokesmen of big business 
that high taxation on individual in¬ 
comes and corporate profits will fur¬ 
ther inhibit savings and investment 
alike and will damage initiative and 
enterprise, thereby retarding growth 
and development of joint stock enter¬ 
prise. 

The market might have been re¬ 
conciled to the tax proposals and re¬ 
covered from the budgetary chill by 
now if it had not been increasingly 
concerned over the likely economic 
and political repercussions of the 
massive influx of refugees from East 
Pakistan. Despite Indira Gandhi’s re¬ 
peated assertions that the refugee pro¬ 
blem is an international responsibility 
and that India cannot be expected to 
assume more than Its fair share of the 


burden, assistance provided by the in¬ 
ternational community so far is dis¬ 
appointingly small. Since the strain of 
giving asylum to refugees is more than 
the Indian economy can bear, the out¬ 
look for the economy is becoming 
more gloomy with each day that 
passes. 

The stock market has also had to 
put up with other adverse influences. 
Reports from New Delhi indicate that 
the Government is in no mood to 
concede the steel industry’s plea for 
higher retention prices in order to 
compensate for the rise in costs. The 
Foreign Trade Minister, L N Mishra, 
told Rajya Sabha the other day that 
the Government was anxious to bring 
down the prices of rayon and nylon 


COMPANIES 


CU/ARAT STATE FERTILISERS’ de¬ 
cision to step up the selling price of 
its dmmmonium phosphate (DAP) by 
Rs 190 to H.S 1,440 per tonne has come 
in for a lot of criticism. Jaykrishna 
Marivailabhcias, chairman, says that as 
the first company to produce the new 
fertiliser, GSFC had fixed the earlier 
selling price liclow the cost of produc¬ 
tion to promote its use in the interest 
of increased production. During the 
past four years, the company suffered 
losses on sale of DAP of Rs IfX) lakhs, 
Rs 197 lakhs, Rs 262 lakhs, and Rs 
109 lakhs, respectively. It was possible 
to carry these losses because the pro¬ 
fit margin on the sale of nitrogenous 
fertilisers was large, enough to ahsoih 
them. With a reduction of the margins 
on nitrogenous fertilisers because of 
competition and Government’s re-fixing 
of the prices at lower levels, GSFC was 
obliged to raise the prices of DAP. The 
farmers have come to appreciate the 
v.ilue of this fertiliser, since they gain 
Rs 4 for each rupee spent on it. That 
this is not an exaggeration, argues the 
chairman, will be clear from the fact 
that for the additional requirement of 
phusphatic fertilisers, of which GSFC 
can meet only 50 per cent, the farmer 
is paying much higher prices per nutri¬ 
ent unit charged by other manufacturers. 
He complains that a campaign was orga¬ 
nised “for reasons into which I need not 
go”, to suggest that GSFC was pro¬ 
fiteering on sales of DAP and that great 


yarn. The Union Law Minister has 
prepared a draft Bill to restore to 
parliament the right to amend the 
fundamental rights and abridge the 
right to property. The Bill is proposed 
to be introduced during the current 
session of parliament. Marketwise, 
these are not pleasing developments. 

The stock market, which hitherto 
has appeared more willing to cling to 
straws of hope, seems to be moving 
into a different phase. It now presents 
a picture of uneasy calm. Optimism 
ha.s been eroded by the deepening re¬ 
fugee crisis. Unless a satisfactory solu¬ 
tion is found soon, the refugee pro¬ 
blem might upset all budgetary calcu¬ 
lations with serious adverse impact on 
the economy. 


iiardship was caused to fanners. At the 
request of tlie State Government GSFC 
tlirectors and Gujarat State Co-operative 
Marketing .Society agreed to reduce the 
price by Rs 95 per tonne from May IT 
last. The chairman asserts that this de¬ 
cision will result in the company hav¬ 
ing to carry a “substantial” loss on the 
production and sale of DAP. 

The chainnan also points out another 
factor which has substantially raised the 
company’s cost of production. ONCC 
has unilaterally and substantially in¬ 
creased the price of the associated gas 
from April, in violation of the terms of 
agreement. If the company were to pay 
what ONGC is asking, it would have 
to pay aljout Rs one crore more per 
annum for its supplies of gas. Efforts 
are being made to bring home these 
facts to the Commission, but if an 
amicable settlement cannot he reached, 
GSFC will have to adopt appropriate 
legal measures. 

Engineering and other work of the 
company’s caprolactum project has 
started; and construction and erection 
work will commence in the near fu¬ 
ture. It is also proposed to set up a 
facility (or the recovery of fluorine in 
tlie form of hydrofluosilicic acid from 
phosphoric acid to improve the work¬ 
ing of the phosphoric acid plant and 
fetch some additional income. GSFC 
has negotiated the setting up of a 
pilot plant for the testing of catalysts 
and for establishing a process for pro- 

\ 


By Higher Sales and Varying Margins 

Hansavivek 
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duction of cylohexane. It has also spon¬ 
sored research for the recovery of in¬ 
dustrial water from its effluents at the 
^ Bhavnagar Besearch Institute, and u 
pilot plant is intended to be set up for 
the pujpose. Design work has been 
carried out for a small plant for the 
manufacture of liquid carbon dioxide 
for which there is good demand in 
Gujarat. The company has agreed to 
allow the Bhabha Atomic Research Cen¬ 
tre, which is setting up its heavy water 
plant adjacent to the company’s pre¬ 
mises, the use of its ‘synthesis gas’ on 
compensation for the production of 
heavy water. This project is expected 
to be completed alwut the middle of 
1973. 

During its 9th year to March last, 
GSFC sold 4,05,248 tonnes of fertilis¬ 
ers and 6,814 tonnes of other industrial 
products—i e, a total of 4,12,062 tonnes 
against 3,16,668 tonnes during the pre¬ 
vious year. Not only the entire produc¬ 
tion in the year, but almost all stocks 
of the previous year were sold out. Of 
total .sales, 61 i)er cent of icrtiliser was 
sold in Gujarat and the balance In 10 
other States. The company has turned 
out pleasing financial results for 1970-71. 


dature of Randive. F J Reighley, Fire¬ 
stone’s representative on the Indian 
company’s Iward, and the chairman 
Tulsidas Kilachand, arc retiring by 
rotation and are both seeking re-election. 
The stage has thus been set for another 
proxy war between Firestone and Kila- 
chands. Publicity campaigns have been 
started by both sides to solicit the com¬ 
mon shareholders’ support. Two years 
ago. Firestone initiated a campaign 
against the re-appointment of Kila¬ 
chand Devchand as sole selling agents 
of the tsimpany. The selling agency 
was ultimately abrogated by the Com¬ 
pany Law Board. At a recent press con¬ 
ference, Reighley announced that, if 
the candidates supported by Firestone 
were elected, the board would be re¬ 
constituted and that the new board 
would install professional Indian 
management to conduct the company’s 
affairs in the best interests of all the 
shareholders. The company, supposed 
to be managed by the board, is in 
actual practice managed by the Kila- 
chands with the active support of so- 
called “independent” directors, he said. 
Firestone, he added, had no intention 
to take over the company’s management. 


; 

S and C has been saving about Rs one 
lakh per month with the termination 
of the sole selling agency. The 1970 re¬ 
sults, moreover, did not justify a higher 
dividend. 

ARTOS-MANEKLAL DEVELOPMENT 
AND MANUFACTURING, inaugurat¬ 
ed recently at Vatva, near Ahmedabad, 
is a joint venture of Artos Group of 
West Germany and T Maneklal Manu¬ 
facturing of Bombay. Ing C A Meier- 
Windhorst. Artos’s president, told a 
gathering of textile chemists and engi¬ 
neers that his organisation concerned it¬ 
self mainly with the development and 
production of textile finishing machines 
and had developed a modern concept 
which would be transferred to the In¬ 
dian company. He stated that Artos- 
Maneklal had finalised a special pro¬ 
gramme in respect of processes and pro¬ 
duction machines for quality knitted 
fabrics. Knit-goods, he added, would 
become more and more important be¬ 
cause polyester CHitton blends were be¬ 
coming increasingly popular leading to 
increased consumption. 


SYNTHETICS AND CHEMICALS 
could expand its production of syna- 
prene rubber from 24,590 tonnes to 
30,339 tonnes during 1070 because ol 
satisfactory supply of alcohol from dis¬ 
tilleries in UP, but its sales were only 
modestly better, at 27,749 tonnes against 
26,170 tonnes owing to strikes and la¬ 
bour trouble in the tyre industry. Both 
sales income and gross profit turned 
out to be marginally lower compared to 
their respective levels in the previous 
year. Although disposable profit is 
barely Rs 3 lakhs against last year’s Rs 
1.79 crores, dividend is doubled at 12 
per cent and will demand Rs 69 lakhs. 
J If Doshi, Pravinchandra V Gandhi, 
and Pratap Bhogilal, were apiwinted 
‘additional directors’. Tliey are seeking 
election at the forthcoming annual gene¬ 
ral meeting. Meanwhile, three itide- 
pendent shareholders D Banerjee, J N 
Heredia and Karl Kheshvala—^have noti¬ 
fied their intention to stand for election 
as directors. Lid’s chief actuary, J T 
Randive, is also a candidate. Firestont 
Tire — technical collaborator and hold¬ 
ing more than 25 per cent share capital 
in the company—has declared its sup¬ 
port to Banerjee, Heredia and Khesh¬ 
vala and to Lie’s nomhiee. Lately, 
Kilachand Devchand and associated 
companies, which also have considera¬ 
ble shareholding in S and C, have 
stated that Aey fully support the candi- 


'The Week’s Companies 


(Rs hi lakhs) 


Gujarat Fertilisers S and C 

Latest Year Last Year Latest Year Last Year 
31-3-71 31-3-70 31-12-70 31-12-69 


Paid-up capital 

Reserves 

Borrowiags 

of which Term borrowhigs 
Gross fixed assets 
Net fixed assets 
Investments 
Gurrent liabilities 
Cttirent assets 

Stocks 

Book debts 
Net sales 
Other income 
Raw material costs 
Wages 
Interest 

Gross profit(-F)/loss(—) 
Depreciation provision 
Tax provision 
Net profit(-f )/loss(—) 
Development rebate provision 
Transfer to reserves 
Dividend 

Amount 

Rate (per cent) 

Cover (Umea) 

Ratios (pa cent) 

Grots pmfit/aalee 
Net profit/capital employed 
Inventories / sales 
Wages/sales 


1200 

731 

3992 

3992 

5988 

4314 

339 

1937 

931 

442 

2903 

21 

544 

137 

282 

1181 

532 

649 

361 

152 


P28 

E108 

P9.3 

E12 

2.40 

40.68 

10.94 

32.07 

4.72 


1199 575 574 

262 365 193 

4388 547 713 

4388 405 569 

5894 1710 1693 

4751 742 851 


414 

1512 

548 

498 

2429 

14 

552 

103 

275 

748 

496 


200 

936 

542 

314 

1315 

14 

632 

110 

37 

3.38 

131 


197 

816 

473 

253 

1392 

14 

556 

94 

60 

315 

120 


252 

72 


207 

201 

6 


189 

37 

92 


P108* 

E72 

P9.3 

E8 

2.00 


69 

12 

f 


34 

8 

3.64 


30.79 25.70 22.63 

4.31 13.92 12.77 

22.56 41.21 33.98 

4.24 8.36 6.75 


• Arrears of preference dividends for previous four years, 
f Dividend paid out of general reserves. 
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FROM OUR CORRESyONDENTS 


NEW DELHI 

Pulling Out the Teeth 


THE Company Law Ministry has, after 
many months of hard labour by its top 
o£Scers, formulated a new set of Rules 
under the Monopolies and Restrictive 
Trade Practices Act. The new Rules, 
which are to be notified m the Gazette 
shortly, relate to the requirement under 
the Act to classify goods in respect of 
which an undertakiBg may be considered 
‘dominant’ and may attract the relevant 
provisions of the Act. The classification 
of goods for this purpose and their 
listing is of considerable significance for 
the effective operation of the Act. The 
manner in which this job has been done 
and the final outcome of the effort are 
revealing. 

The classification made and listed in 
the new Rules under groups and sub¬ 
groups covers hardly 350 items. This is 
in contrast to the classification attempt¬ 
ed by the Monopolies Inquiry Commis¬ 
sion in its report and its description of 
items. The list of 1,300 items given as 
an appendix to the MiCs report gives 
proper and adequate description of the 
goods covered and could have formed 
a satisfactory basis for the purposes of 
the MRTP Act. MIC had found the 
existence of dominant undertakings in 
many of the items listed by it. In this 
sense the list, though fairly exhaustive, 
was illustrative. It should have been 
expected that when the MRTP Act 
came into force, the Company Law 
Department, whose function it is to ef¬ 
fectively administer the Act, would 
make the list more exhaustive by add¬ 
ing items left out in the exercise made 
by the MIC. Fuither, the Rules should 
have been framed in such a manner that 
new undertakings which might achieve 
dominant status in new items in the 
market would be brought within the 
ambit of the Act. Curiously enough, the 
Rules framed by the Company Law 
Ministry do nothing of the kind. 

The Rules have been framed in .such 
a manner that the very concept of do¬ 
minant undertaking almost disappears 
and the relevance of the MRTP Act on 
this account becomes illusory. Not only 
is the number of items much smuUei, 
but the various items are so put together 
under groups and sub-groups that s. 
dominant undertaking in a particular 
item as determined by the MIC will 
not be dominant in terms of the groups 
and sub-groups listed under the new 
rules. The MIC report and the MRTP 
J 


Act define a dominant undertaking as 
one which has control over more than 
one-third of the production and distri¬ 
bution of a particular good in the mar¬ 
ket. If a number of goods are bunched 
together and the dominance of any 
undertaking is to be determined in terms 
of its share in that bunch, an under¬ 
taking which may enjoy dominant status 
in a single item in the group will not 
retain that position in the group taken 
as a whole. 

For instance, the MIC report gives 
a list of pharraaceutic»l items in res¬ 
pect of which it had found a large num¬ 
ber of companies to be dominant. The 
number of items covered within this 
group is 87. The Rules framed by the 
Company Law Deportment, on the 
other hand, list only 13 items in this 
category by putting together various 
items in groups and sub-groups. The 
result is that there will be probably no 
company which can be treated as domi¬ 
nant in terms of the groups and sub¬ 
groups under the Rules. In the same 
manner, in respect of industrial machi¬ 
nery, as against 71 items in the MIC 
report, the new Rules group and sub¬ 
group the items into 20 for the pur¬ 
pose of determining dominant status ot 
undertakings. 

Many companies had, it will be re¬ 
called, put up stiff resistance to being 
registered under the Act as dominant 
undertakings in items of production or 
as belonging to big business houses. Ac¬ 
cording to the findings of the Dutt 
committee, at least 2,000 companies 
.should have registered with the Mono¬ 
polies and Restrictive Trade Practices 
Commission in terms of bigness and con¬ 
centration of economic power. At least 
another 1,300 should have been register¬ 
ed as being dominant undertakings in 
particular items of production as found by 
the MIC report. However, only about 500 
have so far registered themselves for 
bigness, the main plea of the others for 
not registering being that, after the end 
of the managing agency system, inter¬ 
connection and interlocking of com¬ 
panies had become irrelevant luider the 
law. Only 250 cumpaiiies have register¬ 
ed themselves as dominant undertakings. 
'The new Rules framed by the Company 
Law Department will facilitate the eva¬ 
sion of registration by those who have 
evaded the obligation so far; further, it 
will enable many of those who have 


registered themselves to be abMived of 
this requirement so that they will de¬ 
mand de-registration as soon as the 
new rules are formally notified. 

The new Rules, it is understood, have 
been framed more at the initiative of 
the Ministry of Industrial Development 
with the assistance of the Directorate 
General of Technical Development than 
of the Company Law Ministry. The 
administrative high-ups in the Company 
Law Ministry fell in line with the ap¬ 
proach and proposals of the Industrial 
Development Ministry without taking 
the trouble of examining the issue in 
terms of the problems of concentration 
of economic power and restrictive trade 
practices and of the general purpose of 
the MRTP Act for enforcing whidi they 
hold primary responsibility. The senior 
civil servants in the Ministry appeared 
to be reluctant to rely on their own 
research and expert staff and rushed in¬ 
to framing the Rules which will in 
practice severely restrict the scope and 
operation of the MRTP Act. The spe¬ 
cialised staff in the Company Law De¬ 
partment is sore about this development 
hut it finds itself in no position to do 
anything since the administrative high- 
ups, even though they may have no 
comprehension of the- problems involv¬ 
ed, enjoy superior power and status in 
our system of government. 

The upshot of it all is that the Mono¬ 
polies and Restrictive Trade Practices 
Commis-sion and the MRTP Act are 
fast ceasing to have any teeth at all. 
The process of rendering the Act as well 
as the Commission ineffective has been 
remarkably expeditious. This is clear 
from the delay in the constitution ot 
the Commission, its composition, the 
denial of adequate staff and facilities 
to it to do its work well, the extremely 
selective manner in which cases for 
grant of new industrial licences or ex¬ 
pansion proposals have been referred to 
it and the inability of the Commission 
to perform its statutory functions which 
it can take up on its own initiative. The 
latest development in this process has 
come from the Commission itself witli 
its majority report approving Century 
Spinning’s application for its paper pulp 
and chemical project. The Commission 
found that the company was intercon¬ 
nected with others in the Blrla Group 
and yet refused to go into that ques¬ 
tion and deared the applicatioa by a 
majority dedsion I 

★ . 

While the ritual of democratic con¬ 
sultation, as K N Raj put it at the 
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ion (annul l>un^ (ihouf prompt'} it y hy i//m iimaoino linijl, 
ion caniiol slyengt/uii tho n'cnk by n'caLning tin strong, 
i on (annul In Ip the n'age-eijrnri by i rippling the ,a/i(gr-payer, 

) ou cannot help the poor by deshoying the ruh. 

You cannot establish sound security on boiron-cd money. 

You cannot escape trouble by spending more than you earn, 

] ou cannot build character and oarage by taking away Man s indipendence, 
ton cannot help men jicymanently b\ doing for them 
what they lould ana sh aid do jor themsi Ives. 

- .Abraham I, iicolii 

MAHINDRA AXl) MAHINDRA Ll\llli:i) 

Bombay • (lalcmia • Delhi • Madras 
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mteting of a group of ecoi^ nlsts with 
the Planning Minister, goes^ on, the 
long-delayed notificatioa on the func¬ 
tions of the Planning Commission, which 
was supposed to restore to the Com¬ 
mission its status and clear the confu¬ 
sion on this score, was issued late last 
week. Together with the notification, the 
appointment of two Members to the 
Commission was also announced as part 
of the instalment plan for reconstitution 
of the Commission. How many more 
weeks will pass before the Commission 
will be fully constituted it is difficult 
to say. But the notification on the func¬ 
tions of the Planning Commission in no 
way clears the confusion. The Commis¬ 
sion has been placed directly under 
the charge of the Prime Minister’s Se¬ 
cretariat. This suggests a further change 
compared to the past position. What ex- 

DAR-ES-SALAAM 


HOUPHOUET-BOIGNY, Pre.sident ol 
the Ivory Coast, has let the cat out of 
the dialogue bag. In an interview in 
Porta-Match last month, he revealed the 
underlying strategy behind the attonpt 
to start a dialogue witli South Africa, 
He said, “The real danger to Africa is 
not South Africa. She is also African 
and her development can benefit the 
whole continent. . . the real menace i,s 
communist expansion and the real threat 
is People’s China. And against this dan- 
g<T the best bulwark today is South 
Africa with its military and industrial 
power”. 

It is rare to .see any African leader 
lavishing such praise on South Africa 
and rarer to hear Vorster’s voice com¬ 
ing out of the mouth of a black man. 
Th«- only other such occasion is when 
Hastings Banda of Malawi chooses to 
speak. It is no wonder then that Vor- 
ster, a card-carrying fascist diwing World 
War Two, now South Africa’s premier, 
congratulated this new convert to the 
South African side by promptly staring, 
“I am particularly pleased to hear that 
my view has been endorsed by Presi¬ 
dent Houphouet-Boigny—it cmrfirms that 
he has a good insight into the African 
situation and 1 sincerely hope that cog¬ 
nisance will be taken of his statement 
in the interests of all Africa". 

The view that Vorster reierred to and 
which Houphouet-Boigny echoed was 
expressed in another statement from hi* 
Cape Town office in which he said, "The 
greatest single threat to Africa is that 
the Chinese Communists have establish¬ 
ed a bridgehead in Tanzania and the 


actly this signifies is difficult to gueos 
and is left unexplaiired. 

Meanwhile, talk of revising and re¬ 
casting the Fourth Plan is becoming 
more and more muted. It is now 
beginning to be suggested that the new 
orientation to planning in terms of the 
proclaimed social objectives of the Gov¬ 
ernment and the ruling party will be 
best achieved in the Fifth Plan on which 
work is proposed to be initiated right 
now. So far as the Fourth Flan is con¬ 
cerned, it is already in its third year 
and so nothing much can be done ex¬ 
cept to improve the implementation of 
programmes outlined in it and over¬ 
come lags and shortfalls to the extent 
iwssilile. Within a few weeks of taking 
charge, the ambitions of the Planning 
Minister seem to have become markedly 
less grandiose. 


possibility that they might through the 
construction of the Tanzain railway in¬ 
filtrate into the heart of Africa and 
establish themselves on a permanent 
ba.s'is in Tanzania and Zambia". 

It must be added that when Vorster 
voices these groundless fears he is tiof 
alone. Vested interests in London, New 
York and Paris are also alarmed and 
have expre.s.secl great misgivings about 
the Tanzam railway project which they 
feel would alter the balance of lorces 
in southern and central Africa. 

Vorster has taken his cue from NATO 
iuid SEATO. The idtimate. aim is to 
establish a NATO-type military alliants- 
ior the whole ot Africa for a.s he ela¬ 
borated "the mam reason for my [offer 
of a] non-aggression pact in 1970 was 
to create u common African front against 
communism . . . like, Boigny we are 
working to keep Africa free from com- 
muni.sm, whether it is a Bussian or Chi¬ 
nese varie-ty". 

From these utterances of both Hou¬ 
phouet-Boigny and Vorster it is quite 
clear that apartheid is not expected to 
lie on the agenda if this dialogue does 
take place. In fact recent declarations 
by Vorster coupled with the reneweil 
wave of terror and widespread arrests 
show that the ,crews of oppression with¬ 
in South Africa are being tightened, not 
loosened. Even the Churches, who are 
usually pillans of the status quo, have 
been brought into the ambit of repres¬ 
sion and some of their leaders detain¬ 
ed. An important indication of even 
tougher apartheid policies to come, is 
that the Nationalist Party has decided 


to endorse the candidoture of Treunicht, 
the editor of the Rights wing Uoofstad, 
who is a verkrampte Icramped one or 
conservative) through and through and 
regards Vorster as being too liberal. 

There are no communist countries in 
Africa. So against whom does Vorster 
want to form his anti-communist front? 
The intended front is to be directed 
against all African countries which be¬ 
lieve in a genuinely non-aligned foreign 
policy—in other words, a front against 
the Organisation of African Unity 
(OAU), a majority of whose members 
subscribe to the policy of non-align¬ 
ment. Because Tanzania and 21ambia 
dared to approach China for help to 
build the railway after the West refus¬ 
ed to do so, they are now regarded as 
"bridgeheads" for communism. In fact 
any African country has merely to esta¬ 
blish diplomatic relations witli a com¬ 
munist country to be branded as com¬ 
munist. Botswana, which borders South 
Africa, recently tried to establish dip¬ 
lomatic relations with Russia. These 
ties were to be established without a 
resident Russian ambassador in Bots¬ 
wana. But this was enough for Vorster 
to intervene and warn his small neigh¬ 
bour that “South Africa regarded this 
as an unfriendly act’’ as this would 
create a listening post right ‘in' South 
Africa. Likewise now Vorster is 
busy telling the rest of Africa what is 
good for it. He is telling the African 
countries what sort of government is 
good for them and who they should 
not have foreign contacts with. He is 
treating them as ‘boys’—exactly as he 
is used to treating the 17 million face¬ 
less and rightle.ss oppressed people in 
southern Africa for whom he continues 
to prescribe a stiff do,se of apartheid as 
thi- only cure for ‘their ills’. 

Hoiiphouet-Boigny’s and Banda’s 
iears alwut communism axe unfounded, 
especiallv as their countries have had 
no experience of any relations, diploma¬ 
tic or otherwise, with communist states. 
On the other hand, the peoples of 
Tanzania and Zambia have had contact 
with the Chinese who arc working on 
the Tanzam railway project. ‘The only 
subversive activity noticed by the 
Tanzanians and Zambians is that the 
Chinese, wherever they have moved, 
have built clinics and have given the 
local inhabitants free medical attention. 
They have also have dug wells and in 
some places laid on electricity. 'This is 
the type of ‘subversive’ activity Afri¬ 
ca’s peoiiles would like to have more of 
and which they sought from the West 
hut did not get. The African people 
also know that the Chinese work hard 
from dawn to dusk and that Chinese 
workers toil side-by-side with the local 
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personnel on « basis of equality. Not 
only Tanzania tod Zambia, but the 
whole of Africa is now in a position to 
differentiate this genuine aid from the 
sham Western aid which has been used 
as a cover to facilitate the greater ex¬ 
ploitation of most of Africa. 

It is now clear, however, that an 
overwhelming majority of African sta¬ 
tes have come out against any dialogue. 
This represents a defeat for Vorster and 
his supporters. Only seven countries 
have come out clearly in favour of dia¬ 
logue. They are: Ivory Ckrast, Malawi, 
Lesotho, Malaga.sy, Ghana, Central 
African Republic and Gabon. They 
represent a population of only about 
26 million out of Africa’s total of 360 
million. Furthermore, these countries 
are light-weights—weak in economic as 
well as military terms. 

Behind the dialogue idea have been 
France, Britain and the United States. 

It is their ambassadors and ‘aid’ officials 
who have been putting pressure on 
African states to open a dialogue with 
South Africa. But unfortunately for 
these powers, Vorster has bungled mat¬ 
ters again. He has entered the 20th 
century international arena with hi.s 
ox-wagon mentality of the 18th cen¬ 
tury. He is too pre-occupied with the 
question of scoring little points over the 
verligte (the enlightened one or liberal) 
and the verkrampte wings within his 
Nationalist Party to pay attention to the 
wider global is.sues of winning the 
minds and hearts of the uncommitted 
in the struggle between imperialism and 
anti-imperialism. His latest g.dlc was 
his revelation that there had been secret 
negotiation.s b**tween him and Kenneth 
Kaunda, the Zambian President, and 
his claim that tlie latter was a "double¬ 
talker". This stunned Africa for here 
was Vorster, the opprrissor of 14 million 
blacks, insulting the head of the OAU. 
It was the arrogance of the white man 
in relation to the black man all ever 
again. ’This was embarrassing to Vors- 
ter’s friends in the West and one of 
them wrote, "the revelation by the 
South African Prime Minister about his 
long standing contacts with Kenneth 
Kaunda seems to have proved a politi¬ 
cal and diplomatic ’gaffe’. Its effect was 
the opposite of what was clearly intend- 
i-d (to bring about] embarrassment or 
even the political downfall of Dr 
Kaunda.’’ 

This was an undeistatcmesit. A wave 
of revulsion swept Africa. Vorster would 
have never done this to a white presi¬ 
dent and what was one to make of a 
prime minister who lacked the elemen¬ 
tary diplomatic courtesy of preserving 
secrecy. If he had betrayed Kaunda, 
what would prevent him from doing the 


same to other confidences from other 
heads of states. Not only his policy, but 
Vorster os a man could not be trusted. 
’The result of this was that most Afri¬ 
can .states rallied to Kaunda’s side, parti¬ 
cularly after Kaunda, feeling that he was 
no longer bound by diplomatic etiquette, 
published the correspondence in full. 
This complete correspondence, in fact, 
revealed that Kaunda bad firmly stood 
by his principle of opposing apartheid 
even in his communications with Vors¬ 
ter. The re.sult was that be emerged 
with enhanced prestige in Africa. In 
Zambia his party became more united 
in order to back him fully. 

As is apparent, Vorster is no states¬ 
man; he has proved to be an ace bun¬ 
gler. Last year be bungled in announc¬ 
ing hi.s proposal for a non-aggression 
pact along with the threat that he would 
invade any African territory that was 
harbouring terrorists. The result was 
almost no response to his proposal. 

It is small wonder that Vorster’s dip¬ 
lomacy is not rated very highly in the 
West. In fact the West is becoming 
aware, only too painfully, that despite 
Vorster’s, and his predecessor, Ver- 
woerd’s, boast that South Africa is the 
most reliable and trusted bastion against 
communism, it is South Africa’s tyranni¬ 
cal policies which have set in motion 
a train of events which have led to 
closer ties with Russia and China for 
countries in southern, central and eas¬ 
tern Africa. The West had hoi>ed that 
the verligte wing of the Nationali.st 
Party would remedy the situation and 
Vorster would listen to it. A few con¬ 
cessions on apartheid would create 
favourable conditions for winning over 
those African states which were still un¬ 
committed. But Vorster who was more 
concerned about his verkrampte wing 
proved unwilling to offer any conces¬ 
sions on apartheid. 

It is against this background that the 
South African Foundation has taken on 
an important new role and is now re¬ 
garded by some as the "third force in 
South African politics”. The Founda¬ 
tion’s members arc the big white capi¬ 
talists of South Africa. Also behind it 
are the Big Two, Oppenheimer’s Anglo- 
American Corporation and De Beers. 
All the. large banks, insurance houses, 
mining Mmpanies and industrial em¬ 
pires support the South African Founda¬ 
tion. These companies together control 
the economy of the country. This sec¬ 
tion of the bourgeoisie has intimate con¬ 
tacts with its American, British, French 
and West German counterparts. They feel 
that the politics of the Vorster regime 
has not kept pace with its own economic 
interests which demand the opening of 
.African markets for South African pro¬ 


ducts, ( 

For the previous 12 years the Foun¬ 
dation had used its vast financial le- 
sources to counter adverse Soudi .Afri¬ 
can propaganda by issuing glassy bro¬ 
chures about the rosy conditions in 
South Africa. But last year the South. 
African Foundation’s President, Francis 
de Guingand, and Vice-President, 
Etienne Rousseau, urged Vorster to 
modify some of the worst “aspects of 
discrimination’’. If this was not done, 
they argued, it would have a detrimen¬ 
tal effect on South Africa’s international 
position. 

This then is the voice of South Afri¬ 
ca’s slick and sophisticated financiers 
and their backers in the West. The 
West is aware of the contradictions in 
the African states. Quite a few African 
countries have stringent anti-communist 
laws. In some of them, merely being in 
pos.session of a book by Mao is enough 
to send one to prison. But even these 
states have not accepted the dialogue 
proposal, precisely because of South 
Africa’s record of oppressing black 
people. A South African announcement 
of c-once.ssions on apartheid could bring 
these countries to the conference table 
with South Africa. ’Then the nucleus of 
a continental anti-communist alliance 
could be created. 

The South African Foundation’s >-.l 
forts are a front for the South African 
white bourgeoisie and their imperialist 
backers, whose aim is to relax petty 
apartheid in order to preserve apartheid. 
In this way imperialism hopes to at¬ 
tract the. ’moderate’ African states who 
upto now have rejected dialogue. The 
wider aim is to create a rival OAU which 
will be pro-West, committed to private 
enterprise and which will be hostile to 
the national liberation movements as 
well as to those states which are non- 
aligned. This rival OAU under white. 
South African leadership will be the 
watch-dog of imperialist interests on the 
African continent. If this attempt suc¬ 
ceeds, it could lead to the Vietnamisa- 
tion of Africa, with Africans fighting 
Africans, and white South Africa and 
imperialism supplying the arms and am- 
■nunitioD. 

These dangerous portents make it 
imperative that all revolutionary and 
anti-imperialist parties and liberation 
movements should meet to close ranks. 
’The need of the hour is for a conference 
of all liberation movements and revolu¬ 
tionary parties on a continental scale, as 
only a politically mobilised and political¬ 
ly aware people led by vanguard parties 
can frustrate the machinations and 
plots of imperialism and the South 
African white bourgeoisie and their 
tollowers in some African states. 

V, 
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Polycentric Maoism 

Mohan Ram 


POLYCENTRISM and national com¬ 
munism have been dirty words with 
the ideologues of the Communist 
Party of China. Eut the Maoist move¬ 
ments in three South Asian countries 

— India, (East) Pakistan, and Ceylon 

— have developed a pattern of poly¬ 
centrism, creating an awkward situa¬ 
tion, not only for the Communist 
Party of China but also for some of 
the communist parties recognised and 
backed by it in the past. 

China’s implied support to the sup¬ 
pression of the Bangla Desh struggle 
in East Pakistan and the Che Guevarist 
revolt in Ceylon, raises questions about 
the nature of the commitment of the 
Communist Party of China to the 
Maoist strategy of people's war for the 
Third World which was expounded By 
Lin Piao in 1965 and implemented 
with gusto in 1967. Will China actively 
back national liberation movements 
aimed against regimes which have 
friendly state-level relations with it? 
If not, what is to be the fate of the 
Maoist parties, formations, and move¬ 
ments. in such countries? 

Two Tacticai. Lines 

The dilemma of the Communist Party 
of China is older than the civil war in 
Bangla Desh and the Che Guevarist 
revolt in Ceylon. It dates back to the 
emergence of two distinct tactical lines 
in the Indian Maoist movement — 
one represented by the Communist 
Party of India (Marxist-Leninist), led 
by Charu Mazumdar, and the other 
represented by the Andhra Pradesh 
Revolutionary Communist Committee, 
known as the Nagi Reddy group. The 
fragmented Indian Maoist movement 
is a genre by itself in the emerging 
pattern of polycentric Maoism in 
South Asia. There is broad accord, 
among the various Indian Maoist 
groups and formations, on the stage 
and strategy of the revolution (a two- 
stage revolution with Maoist people’s 
war as the strategy); the differences 
between them relate to. the tactical 
line or the specifics. 

The Communist Party of China 
(CPC) was quick to confer recognhio* 
OB the CPI(M-L) when it was formed 
in April 1969, excluding the Andhra 
Maoists who are now organised under 
the banner of the Andhra Pradesh 
Revolutionary Communist Committee 
(AiPRCQ, The CPC has, however. 


chosen to keep its options open in this 
case; it has neither denounced nor re¬ 
cognised the APRCC Moreover, the 
CPC has been cold to the CPI(M-L)’s 
campaign of ’red terror’ in Calcutta 
and its activities in the urban areas. 
Peking's mass media have been signi¬ 
ficantly silent on Charu Mazumdar’s 
controversial tactic of annihilation of 
the individual class enemies such as 
landlords and policemen. 

The Bangla Desh developments have 
put CHiaru Mazumdar and his party at 
odds with the CPC. CPI(M-L) could 
neither endorse the Qiinese Govern¬ 
ment's support to General Yahya 
Khan's regime nor denounce it. CPI 
(M-L) has had close links with its 
East Pakistan counterpart led by 
Mohammed Toha. The two Maoist 
parties in the two Bengals have to 
resolve the same dilemma. In fact, 
both are united in the struggle and a 
good number of the CPI(M-L) cadre 
from West Bengal is known to have 
crossed over to Bangla Desh. 

Tjcht-Rope Walking 

Not surprisingly, a Maoist party like 
the Communist Party of Great Britain 
(Marxist-Leninist), is compelled to do 
some dexterous tight-rope walking. 
While condemning the “compradores 
and big landlords of Pakistan", who 
have used “every kind of fascist and 
savage measures to bring the people 
of East Bengal to their knees", and 
"embarked on savage repression that 
can only be termed genocide’’, it is 
unhappy that the leadership of the East 
Bengali peasantry is not in the hands 
of Marxist-Leninists or any kmd of 
front that believes in People’s Demo¬ 
cratic Revolution. The Marxist-Leninists 
would, therefore, have to "recognise 
true friend from foe, recognise the 
class question as an integral part of 
the national struggle and embark on 
a protracted struggle based on self- 
reliance and the ideology of Marxism- 
Leninism.’’ The CPC has not felt call¬ 
ed upon to rationalise its stand in any 
greater detail than it already has done 
but the British party may be stretch¬ 
ing logic a little too much to justify 
the Chinese stand. One hears the same 
laboured explanation from embarrassed 
Maoists in West Bengal and East 
Bengal. They tdl you that, ultimately, 
China would be the only county td 
help the Bangla Desh national libera¬ 
tion war. when the leadership of the 


struggle had gone intb the hands of 
those who believe in People’s Demo¬ 
cratic Revolution. 

Whatever the merits or justification 
of the CPC’s stand, the more signi¬ 
ficant fact is that the Maoist parties 
in West Bengal and East Bengal have 
lost their rapport with the CPC and 
are functioning on the basis of their 
independent understanding of the 
situation, right or wrong. Charu 
Mazumdar’s claim to legitimacy of his 
party as the only genuine Maoist for¬ 
mation in the country had rested solely 
on the fact that the CPC had recognis¬ 
ed the CPI(M-L) and no other group 
in India. The CPC might well continue 
to recognise the CPI(M-L), but other 
Maoist formations in India are no less 
legitimate or Maoist. Commitment to 
Maoism does not fter se mean loyalty 
to the CPC. 

A Nuance Ali, Its Own 

The situation in Ceylon has a nuance 
all its own. Again, according to the 
(Communist Party of Great Britain 
(Marxist-Leninist). the C3ie Guevarist 
movement was led by a front of indivi¬ 
dual Marxist-Leninists with no com¬ 
munist party to guide the strategy and 
tactics of the revolution. Thus the 
revolutionary bona fides of the 
young revolutionaries is beyond doubt 
even to the British Maoists. On the 
outcome of the abortive uprising they 
say: "The final break with reformism 
has been successfully demonstrated 
and the future struggle of the peasants 
and workers of Ceylon on the road of 
People’s War, guided by a Marxist- 
Leninist Party, looks promising’’. Yet 
It would be well to remember that, 
the leader of Ceylon’s Maoist party, 
N Sanmugathasan, a welcome visitor 
at the highest echelons in Pddog, is 
among those now in prison for com¬ 
plicity in the uprising, and that this 
has not inhibited Chou En-lai from 
extending massive credit to Ceylon 
and pledging all support to the 
Sirimavo Bandaranaike regime. China 
has even been prepared to condone 
the flow of Indian, Soviet and British 
military aid to crush the revolt — a 
far cry from the 1966 days, when 
China considered United States im¬ 
perialism to be the most ferocious 
enemy of the peo{rie of the Third 
World and of the world as a whole, 
and considered the Soviet Union to 
be a US accomplice because it was 
striving to “undermine the solidarity 

and the revolutionary cause of the 

Afro-Asian people’’ and had “placed 
itself in antagonism with the Afro- 
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Asian people aij^ the people of the 
world". 

la the middle of 1967, when the 
Communist Party of China decided to 
transfer its struggle against the United 
States to the Third World and called 
for overthrow of the regimes in 
Burma, India, and Indonesia, China's 
state-level relations with these coun¬ 
tries had deteriorated to open hostility. 
In China’s view, armed struggles were 
already on in Thailand and North 
Kalimantan (Malaysia). The Third 
World strategy in Asia involved link¬ 
ing the war in Vietnam with the other 
wars in the Third World to forge a 
global front against the United States. 
It is significant that China did not 
call, at this point, for the overthrow 
of the regimes in Ceylon or Pakistan 
though its state-level relationship 
with Ceylon was by no means very 
cordial in those days. Pakistan, of 
course, came under a different category, 
having been classified as belonging to 
the “intermediate zone”. 

On the whole, Cliina’s support to 
class struggles or national liberation 
struggles has followed a pattern. A 
significant correlation has existed bet¬ 
ween the nature of its state-level rela¬ 
tionship writh the countries and the 
degree or quality of support to the 
struggles in these countries. Where 
China consciously refrained from call¬ 
ing for the overthrow of some of the 
regimes in the Third World, this had 
little to do writh the class nature of 
the regimes in question. It had every¬ 
thing to do with Clhina’s state-level 
relations with these regimes. 

VIENNA 


IN June the Yugoslavs managed to 
divert the attention of the Western 
Press from Belgrade’s chaotic internal 
affairs to talk of the renewed threat of 
a clash between Marshal Tito and the 
Kremlin. Suddenly, there was a flurry 
of commentaries in the Western Press 
and radio stations of increased ho.stile 
activity by the Russians against the 
Yugoslavs. 

For some months, the Yugoslavs have 
been thrashing each other in the strug¬ 
gle over the organisation to follow the 
departure of Tito, head trf state, head 
of party and commander-in-chief of the 
armed forces. There has always loomed 
in the backgroimd the prospect of So¬ 
viet intrigue, playing with both rightist 
and leftist forces who have not accepted 
Tito’s self-styled separate road to socia- 


Yet, theoretically, China regards 
active support to national liberation 
movements, working class movements, 
and people's struggles, etc, its inter¬ 
national proletarian duty. Towards 
such movements there is no question 
of applying the principle of peaceful 
co-existence which, by definition, can 
only be practised between states. In 
its new drive for normalisation of 
relations with more and more coun¬ 
tries, China will more and more come 
up against this dilemma. What would 
be the Chinese attitude to communist 
insurgency in Burma or the Naxalitc 
movement m India, once it restores 
relations of peaceful co-existence with 
these countries? Obviously, China can¬ 
not renew its call for armed overthrow 
of these regimes, first given in mid- 
1967. 

New Digits 

China’s new foreign policy stance 
would thus compel the Maoist move¬ 
ments and parties in several South Asian 
and South-East Asian countries to think 
in terms of new digits. Already, South 
Asia has thrown up a few Maoist 
movements which are functioning out¬ 
side the hegemony of the Communist 
Party of China. A point might well be 
reached when adherence to Maoism, 
or commitment to the Maoist strategy 
and model of revolution, will not be 
.synonymous with loyalty to the Com¬ 
munist Party of China. There will be 
several shades of Maoism, and inter¬ 
pretation of Mao will cease to be the 
sole prerogative of the Communist 
Party of China. Maoism might outgrow 
Mao and the party he is leading. 


li.sm. Of late, there have been allega¬ 
tions, including those by Tito himself, 
of increased foreign intrigues. Tito did 
not name the Soviet Union but referred 
to foreign intelligence groups. But others 
in Belgrade have underlined the fact 
that the reference was to the Russians. 

A Plov 

Towards the end of April, Tito had 
called his warring aides together at his 
Briuni island retreat and used every 
instrument possible: cajoling, scolding 
and threatening. On the surface, the 
political situation returned to a state of 
calm. Public controversies have been 
stifled to May and June, as the final 
touches to the changes in the constitp; 
tion get under way. The re-emphasis on'' 
the Soviet threat is one of the ploys 


employed by Yugoslav leaders to hold 
the warring factions together against 
the common enemy. 

In the process, odd combinations have 
emerged. Army generals, forcibly re¬ 
tired in recent years, have been accus¬ 
ed of megalomam'ac daydreams of taking 
over power. The rightist emigre ustashi 
terrorists (extreme Croat nationalists) 
are suspected of being hand in glove 
with Mo.scow. At least one rightist 
emigre leader has confessed to seeking 
Soviet help against the communist gov¬ 
ernment in Belgrade. 

A Brighter Hue 

On June 9, the Belgrade daily news¬ 
paper Politiha published new charges 
against the Soviet Union and reported 
that the Yugoslav Government had pro¬ 
tested to Moscow. Coincidentally, on the 
same day, the Yugoslav Foreign Minister, 
Mirko Tepavatz, arrived in Peking on a 
we(‘k‘s visit, the first to China by a 
high-ranking Yugoslav government offi¬ 
cial. The red carpet rolled out by the 
Chinese to the visiting Minister of a 
country whose head was not long ago 
branded a running dog of the imperia¬ 
lists, was of a brighter hue than the 
Viigo.slavs had expected. Forgive, and 
try to forget, was the theme of the ef¬ 
forts by the two countries which had 
liccn embroiled in ideological recrimi¬ 
nations for the past 22 years, with a 
three-year break in the latter part of 
the fifties. 

The joint communique issued aftei 
the Tepavatz visit to Peking was Iirief, 
compared to the usual standards of 
length for similar communiques between 
communist countries. But in speeches at 
numerous banquets, the indpp<;ndent 
Yugoslav stance in relation to the Soviet 
Union was heartily hailed. The Yugo¬ 
slavs must have gained much spirittial 
and psycholofrical satisfaction. 

Unlike the Russians, the Chinese' 
have made a positive assessment of the 
Lusaka conference of non-aligned coun¬ 
tries, according to the Yugoslavs. There 
is also the common approadi between 
Belgrade and Peking, opposing the 
Brezhnev Doctrine of limited sovereignty 
of socialist countries. 

Since the Soviet invasion of Czecho¬ 
slovakia, Yugoslav relations with Peking 
have gradually improved. "Diere is no 
question of the Chinese abandoning 
their disapproval of the Yugoslav revi¬ 
sionist way, but they have been keep^ 
ing quiet about it In addition, China’s 
ally in Europe, Albania, has at last 
agreed to hasw ambassador level rela¬ 
tions with Yugoslavia. 

Belgrade and Peking certainiy hasie 
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agreed to forgive ead) other, while seek¬ 
ing to find out what is common between 
them. China receives a good Press ih 
Yugoslavia and Belgrade television has 
been instrumental in parading ChinaV 
achievements. Films shot in China by 
Yugoslavs have been sold to Western 
agencies. 

Higher Targets 

The mission to Peking by Rumania’s 
Communist Party chief and President, 
NIcolae Ceausescu, had set higher tar¬ 
gets than the Yugoslav Foreign Minis¬ 
ter’s mission. Unlike Yugoslavia, Ruma¬ 
nia was at one time a true believer in 
the Centralist hold of the Kremlin. It 
is also a member of the Warsaw Pact. 
After a delay of two years, Rumania 
renewed, a year ago, its twenty-year 
friendship and mutual assistance pact 
with the Soviet Union. Disappointed 
with the fruits of economic co-operation 
with the West, Rumania has also had 
to return to closer co-ordination of its 
economic planning with the Comecon. 
It swallowed its pride in joining the 
Comecon Investment Bank after first 
objecting to its rules. 

In his visit to Peking (and to North 
Korea and North Vietnam) Ceausescu, 
therefore, was trying to re-demonstrate 
his country’s and party’s iwlicy of in¬ 
dependence from the Kremlin. Ruma¬ 
nians are also widely reported to have 
acted as the go-between in the ping-pong 

LONDON 


A SINGLE political issue has a startl¬ 
ing way of bringing to life the articu¬ 
lated ideals of a whole political move¬ 
ment of people. It gives substance and 
shape to that which is in the air, as a 
falling temperature gives rise to mi.st. 
You wake up one morning and there it 
is. On Sunday, March 21, under the 
banner “Black Oppressed People All 
Over the World Are One", ten thousand 
Asian, African and Caribbean people 
took to the streets of London. They 
came in coach-loads from all over Bri- 
tian, they assembled in Hyde Park and 
linking arms, they marched in fives and 
tens and fifteens past Whitehall and 
Westminster demanding the immediate 
withdrawal of the Tory ‘aliens’ Bill. 

It was not that black people in Bri- 
tian hadn’t felt together before. In the 
twenty years that tliey’vc been cheap 


diplomatic clowning between the Ame¬ 
ricans and the Chinese. Western com¬ 
mentators naturally assigned to Ceau- 
.sescu a similar role in trying to heal 
the Sino-Soviet conflict. But the Soviet 
Union let it be known that it had little 
confidence iu Ceausescu. The Russians, 
anyway, do not do things through inter¬ 
mediaries. 

The Yugoslavs and the Chinese ap¬ 
proached each other from a low pro¬ 
file. Having been mixed up with one 
anothei’s ideological aspirations for a 
longer pejriod, Ceausescu used the op¬ 
portunity of the Peking visit to reaffirm 
the fact that, although a lieliever, he 
wu*. Ill no mood to accept the papal 
authority of Kremlin theoreticians. 

The tangible benefits for the Yugo- 
■slavs, from the improvement in tits 
with I’l-kiiig over the past 18 months, 
include the increased prosperity of the 
Riveka port on the Adriatic. Riyeka is 
the transit point now for Chinese ex¬ 
ports to and imixirts from East Europe. 
The port authority showed a profit of 
nearly Rs fi crorcs last year. Riyoka's 
’Fhircl May Shipyard will supply some Hs 
10 crores worth of equipment lor Chi¬ 
nese ships. 

The Ruin.iTiians are to leceive subs¬ 
tantial Chinese economic and technical 
assislanee. For the first time, Chinese 
teclinicmns will come to work in Riiina 
Ilia. So far only Albania in Europe has 
received Chinese experts. 


labour loi this country there have been 
several times when they’ve seen lliem- 
si’lves as esiiecially oppressed and made 
statements of solidarity with each other 
The successive bills on immigration, the 
lace riots of Notting Hill and Leeds, 
the I’aki-bashing spree of imorgaiiised 
fascist lumpen have brought the immi¬ 
grants to the brink of active political 
unity. This time they wen- on the stre.et 
together, not as nationals in exile, each 
with his way of relating to the culture 
and politics of his ’home’ country, hut 
as the black people of Britain, part ol 
this island’s development of struggle. 
Though the demonstration was vocal 
and militant there was only one arrest 
(and that on an issue unconnected with 
the politics of confrontation), an indica¬ 
tion of strength and unity of purpose 
and absence of the kind of faction that 


) 

bedevils all radical ^ion in this coun¬ 
try. Though some of the groups bad 
come together for the first time, tiie 
Indian Workers’ Association, the Blade 
Panther Movement, other parties to the 
Black Peoples’ Alliance, there seemed 
to be a clear and militant line to die 
.slogans and the placards which de¬ 
manded the immediate withdrawal of 

this bill which would directly affect the 
rights and lives of the black population, 
and tried to awaken Ekigland to the im¬ 
minence of a regime of pass-laws, police 
regulations and arbitrary police powers 
including assault without warrant, and 
deportation. Convoys of police on foot 
and on horseback, accompanied and tail¬ 
ed the demo, waiting in vans in alleys 
along the routes, hut contrary to usual 
practice they played it very cool and 

didn’t provoke confrontation. Whitehall 
and Westminster were deserted on Sun- 
ilay, but clearly the eye of the govern¬ 
ment was wide open. 

Surprised Poucemen 

Open with surprise perhaps, as were 
the laces of the younger policemen, be¬ 
cause that Sunday’s demonstration mark¬ 
ed the passing of an era. From the ex¬ 
ample of Ireland and from long experi¬ 
ence in the colonies thi>y know that an 
embattled minority can only escalate Its 
struggle for its rights. ’The demo show¬ 
ed that black people sec their demands 
ill political terms in contrast to the 
white working class whose demands 
have yet to mature-. The black organi¬ 
sations too saw tlieir demo as a sort of 
convergence and consolidated the gain 
by holding a conference on the Rights 
of Black People in the third week of 
May at Alexandra Palace, a huge ele¬ 
phant's house of a hall with space and 
echo enough to accommodate, possibly, a 
free concert by the Rolling Stones. 
Again, there were groups from all ovei 
the country, and the talk was all <rf 
coii.stniction. The news media were not 
invited, the police were not Invited (but 
must have been there to see what the 
niggers were up to), white people could 
and did come. The slogans of yester¬ 
year seemed to have given way. That 
we were black and beautiful was not 
said, no one was told that their salva¬ 
tion lay in Africa or in India. The con¬ 
ference talked about where black peo¬ 
ple are, why they are there and in which 
direction they ought to be determined 
to go. Education, housing, employment, 
political prisoners and justice at the 
hands of the law were discussed. Peo¬ 
ple went away with the sense that the 
great body of black feeling had evolved 
a nerve-centre. 


No More Pacification 

Farrukh Dhondy 
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Activists and government both know 
that apart from time, it takes organisa¬ 
tion to translate mass feeling into direct¬ 
ed action. One group accepts the chal¬ 
lenge, the other sees a threat. Perhaps 
the government and some civil service 
man somewhere, appointed to keep the 
files, anticipated the link-up of Asian 
and Caribbean groups. Long before the 
publication of the bill, which restricts 
the ability of black people to form any 
effective political groupings, the police 
and magistrates took for themselves the 
posvers to arrest people on charges such 
as ‘riotous assembly’, ‘incitement to riot’ 
and ‘obstruction’. ’These powers have 
been variously used, for smashing de¬ 
monstrations and for exercising police 
recruits in breaking up social pautics of 
people in areas like Brixton and Notting 
Hill in London, Handsworth in Birming¬ 
ham, Highfields in Leicester, 

AlX THE THAPriNCS 

The age of pacification, if there ever 
was one, is over. Nobody now believes 
as they did even two years ago, that 
‘coiranunity relations’ could be establish¬ 
ed in an immigrant area by the appoint¬ 
ment of a police liaison officer. ’The 
government has stopped making vague 
overtures to the black population. A con¬ 
certed effort is being made to smash 
and discredit any black organisation 
with an independent political pro¬ 
gramme. The Black Unity and I'reedoin 
Party have suffered several raids and 
several street arrests, the Black Panth¬ 
ers have been individually and collec¬ 
tively framed by the police, accused 
among other things of assault, grievous 
bodily harm, obstruction, riotous as¬ 
sembly, insulting language and in one 
case, by an agent provocateur, of in¬ 
decent exposure with intent to rape. 
Though the last case failed miserably 
in the courts, the circus of America’s 
justice vs Blacks is now playing in Eng¬ 
land, with all the trappings of racist 
jokes from judges, judicial overruling of 
the defence cases, police control of the 
supporters of defendants in the public 
galleries, pickets demanding ‘hands off 
black people’ outside the courts. 

The balance l>etwcen pacification and 
iorce has been tipped irrevocably, part¬ 
ly by the growth of black opinion in 
this country, partly by the total parti¬ 
sanship and control of the press which 
conspires to present organisations such 
as the Black Panther Movement us 
some kind of black extension of the 
skinheads. ’The press, though alerted, 
never says anything about the trials of 
political prisoners. This emboldens parti¬ 


cular police officers well known for 
their continuing vendettas on die popu¬ 
lations of black pet^e in their territo¬ 
ries. Youth clubs, built for the original 
purpose of keeping youth off the streets 
and of feeding black youth their ‘own 
culture’, (reggae and dominoes for the 
West Indians, film-music and ping pong 
for the Asians) have felt the brunt of it 
since they turned their activities to black 
history and invited black speakers. 

Two weeks ago in West London the 
Metro Club, a meeting place for black 
youth, was besieged by two hundred 
policemen wdth vans and dogs purport¬ 
edly looking for two boys whom they’d 
arrested for playfully sparring in the 
street, outside the club. The siege drew 
the attention of the neighbourhood and 
the press. The youths in the dub had 
barred the door and wouldn't allow the 
police hi. Finally a youth dub leader, 
a young white social services employee, 
negotiated with the sergeant in charge 
of the force and got a promise from him 
that there would be no arrests if the 
people inside the dub peacefully dis¬ 
persed. The youth poured out of the 
dub. For once they had won. The 
police promptly attempted the arrest of 
a boy who had been in the dub all 
evening and had nothing whatever to 
do with the street incident. There were 
objections, the police persisted and there 
was u scuffle. People began to shout 
and the police moved in in force. Some¬ 
one threw a bottle at a police van and 
the police went wild and thrashed 
everyone they could lay their hands on. 
Twelve policemen were reputed to have 
been injured and twelve young people, 
Ixith black and white, were arrested. 
One of those arrested was run over by 
a police car, taken into the station and 
brutally beaten, another girl suffered a 
slipped disc, the faces of others were 
seen bleeding and battered os they were 
dragged away. The next morning the 
papers choked on stories of bruised 
policemen and said nothing about the 
defendants who were stored away for 
a day before being produced in court. 
They have been remanded till July 14. 

The details of the case are not atypi¬ 
cal. One can predict the way the trial 
will be conducted and decided. It has 
happened before, though not with the 
very transparent purpose of creating 
enough stir to close down a youth club 
which has become a sort of sovereign 
territory for young black people in the 
ghetto colony. And it will happen any¬ 
where where the cliches that the libe¬ 
rals have been putting out for die past 
ten years about ‘community' and ‘self- 
discovery through your historical cul¬ 


ture' begin to come true. Reginald 
Maudlhig, the Home Secretary, institut¬ 
ed an inquiry into Black Power after a 
demonstration last year protesting against 
the victimisation of the Mangrove, a 
black restaurant in the same area as 
the Metro. Since then the police have 
felt entitled to harass those they con¬ 
sider the leaders of black opinion. In 
August, at a fund raising dance for the 
Black Panther movement, the police en¬ 
tered the place alleging that a thief had 
run into the premises. They came in 
force and acted in the usual high-hand¬ 
ed fashion. They met resistance and four 
jieople were arrested. On June 9 this 
year the trial of three of them opened 
at the Old Bailey. One of the defendants, 
Keith Spencer, has been gravely ill and 
hi.s doctor, while making provision for 
his entrance to hospital, certified that 
he was totally unable to sit up, far 
less attend his own trial. His counsel 
pleaded for an adjournment, in reply 
to which the judge, Bernard Gillis, QC, 
ruled that Spencer’s bail be immediately 
revoked and tlrat a warrant lie issued 
for his arrest. He was dragged to court 
the next day and examined by a police 
doctor who in turn said that he was 
unfit to attend. He was taken to Brixton 
prison and the case continued to be 
heard in his absence. No pretence of 
legality or due process has been made 
in this case. 

No Protest I 

More startling in its totalitarian im¬ 
plication is that the organisations which 
allegedly look after the dvil liberties 
of citizens have made no protest. Only 
black people are on the move and the 
incident has provoked demonstrations 
outside the court and outside Brixton 
prison. Black political organisations have 
invited anyone concerned about the 
issue of Britain’s political prisoners to 
send telegrams of protest to the Clerk 
to Bernard Gillis, QC, Central Criminal 
Court, the Old Bailey, London. 'The 
first of the telegiwns reached the court¬ 
room on June 11, signed by individuals 
and organisations from all over the 
country and from the Caribbean. They 
will, hopefully, serve to demonstrate to 
the Home Secretary that information is 
breaking the tight net, that England can 
no longer safely be self-righteous about 
political imprisorunent. It may begin to 
worry him. It may restore the civil 
rights of Keith Spencer. His reconside¬ 
rations may prevent die kind of expo¬ 
sure of the British judidaiy system that 
the American one has suffered in con¬ 
flict with their own Black Panthers. 
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THE FOURTH ESTATE 


Boredom and Unprofessionalism 

Nireflcshalc 


WHEN Parliament is in souiqn> news¬ 
papers are rarely short on copy. In fact* 
any groping for news dantig a parlia¬ 
mentary session is a sure sign of dull¬ 
ness in Delhi. When this happens clurhig 
a budget session, as now, the boredom 
of the reporters comes through in print. 
Apart from the budget itself and, of 
course, Bangla Desh, Parliament seems 
not to have elicited much exciting tiews 
copy. One consequence has been that 
peripheral issues, that otherwise might 
not have obtained top display, have hit 
the headlines. The merger talks between 
the PSP and the SSP is a case in point. 

If has been made to look like a big 
thing though the hard news content of 
the stories failed to merit the bold head¬ 
line types. However, some editorial tom- 
ment.s helped to place th<* reports in 
their proper perspective. 

The Deccan Herald, for instanc«‘, did 
not mince words when it said, “Rxa-pt 
that there will he one party less ni 
number if and when the merger of the 
PSP anil SSP is effected, there does tiot 
seem to be much political signiffcance or 
gain by fusion of the two Socialist par¬ 
ties. Neither of them can claim to lie a 
political force with any mass following 
worth the name, nor represent an ideo¬ 
logy which can be an effective alterna¬ 
tive to the ruling party’s." The coming 
together of the parties cannot, therefore, 
be expected to "give a new sense of 
direction and dynamism to our politic.s". 
it said. Also, "the merger itself is not 
easy to accomplish .sei'ing the many 
hurdles the leaders are yet to cross". 
The Searchlight similarly argued that 
the “cacaphony on reunification" was a 
"routine affair”. It wondered if the lead¬ 
ers of the two parties were really in¬ 
terested in unification as this was bound 
to "hurt the self-interest of at least some 
of them". 

Most comments drew attention to the 
PSP’s appasent difficulty in reconciling 
the lure of office for a section of its 
local leadenbip in States like West 
Bengal, Kerala, and Bihar, with the 
intention of the national leadership to 
oppose the Congress (R) at the Centre, 
and the anomalies inherent in a mergei 
in such circuntstances—-particularly as 
the SSP itself is not of one mind on coa¬ 
lition politics or even on opposition to 
Congress (R) I As Tribune saw it, for 
example, the "PSP has always had a 
soft comer for the Congress which was 


anatliema to the SSP. And now there is 
an additional factor conditioning their 
behaviour—the attitude towards the two 
communist parties. la the absence of any 
clear-ciit policies, ,tbair crisis of identity 
will not easily be solved." Even if the 
proposed merger came about, argued 
the Indian Express, it will only mean 
“a coming together of two rather weak 
and fragmented groups and will not, 
therefore, greatly change the political 
situation in the country". 

One Feu. Stroke 

.Another issue which attracteel consi- 
di-iable interest, as it was debated in¬ 
side and outside of Parliament, was the 
British Government’s proposal to im¬ 
pose a 15 per cent import duty on In¬ 
dian textiles from next year. The Times 
of India hectoringly called it a “breach 
ol faith". At one fell stroke, Britain bad 
jettisoned not only its "moral obligation" 
to this country but also its “contractual 
eonnnitmi-.its under the India-UK Trade 
Agreement of 1939 as well as GATT". 
This was incomprehensible when tex¬ 
tiles from the European Free Trade Area 
I'ouiitries "will continue to enter Brtian 
flee of duty”. Britain’s i>romise of in¬ 
creased aid to compensate for the loss 
in trade, the paper said, “can hardly 
Ir' taken seriously at a time wlien it is 
unilaterally disowning its treaty obliga¬ 
tion ... New Delhi caimot therefore 
afford to relax its efforts to drive home 
to Whitehall the gnevousness of the in¬ 
jury it is proposing to inflict on India." 

Most newspapers followed a similar 
line of reasoning, while at the same time 
being dubious of demands for quitting 
the. Commonwealth should Britain fail 
to reverse its decision. While there is 
no doubt that "Britain’s decision is a 
unilateral violation of tlie 1939 agree¬ 
ment”, that it will “inflict a blow' on 
Indian exx>orts’' without pioving "much 
of a help" to the British textile indus¬ 
try, as well as that the decision is “con¬ 
trary to all the principles of GATT’’, 
wrote Mail, "none of these circum¬ 
stances or even all of them put together 
justify the suggestion of such extreme 
measures as quitting the Common¬ 
wealth." 

Quitting the Commonwealth was in¬ 
deed inadvisable, Free Press Journal 
allowed. But, taking an entirely differ¬ 
ent line from the general trend of com¬ 
ment, it maintained that the “dependence 


of the home industry on the protected 
British market is in the long run fatal to 
its own and India’s interests". Also, It 
should not be impossible for India to 
"ahsorb the feared fall in exports” and 
reorganise ptoduction before the full im¬ 
pact of the levy beipns to be felt. “In¬ 
dia's answer!’, it concluded, “ought to 
lie in the modernisation of its industry, 
in further diversification of its own ex¬ 
ports, and in making its products more 
competitive in the world markets". 

Apropos an earlier comment in these 
columns about certain unprofessional as¬ 
pects of the Bangla Desh coverage, 
some observations made by James 
Cunv'ion. the British journalist, may 
be of interest. Cameron is quoted by 
his compatriot, James Cowley, wTiter of 
"London Notebook" in the Sunday 
Statesman, as having said some very 
unpleasant things alsout the Indian 
Press. In an article in New Statesman, 
written after his recent visit to India, 
Cameron maintained; "For an old 
haek like myself, it [Bangla Desh cover¬ 
age by the Indian Press] was something 
to make the heart cringe. The whole 
thing was hy.sterical dreamland. Hard¬ 
ly anyojie went to see what wa.s hap¬ 
pening, and thosi- who did were in- 
expiTienced in that kind of work—gul¬ 
lible and derivative and immature, fil¬ 
ing away their half-baked Hemingway 
in ail orgasm of wish-fulfilment, because, 
inie sadly supposed, this was the In¬ 
dian line." Not very flattering to be 
sure, but hardly malicious or even 
patronising. 

1 lowi'viT, there have been some 
important exceptions to Cameron’s gene¬ 
ral rule. For example, the Hindustan 
Times has, sinci' I wrote on the subject 
(April 17), had much to say about what 
It called "a fall from grace" (May 2). 
"Credibility is vital", the Hindustan 
Times saiti. And "it is this that has 
been damaged by the unfortunate lack 
of profi'ssionalisin displayed by the In¬ 
dian print and .sound media in their 
coverage of the fighting in Bangla Desh. 
Objectivity has too often been over¬ 
whelmed by emotion.” The result, it 
noted, was "distortion of public under¬ 
standing of the overall situation". The 
pai>er suggested in conclusion that, 
while it would be pointless to look "for 
any particular scapegoat in the Indian 
Press and radio...the cxjperience should 
induce deep reflection about the role 
and re.s{x>nsibility, the training and pro¬ 
fessionalism of a free Press." All that 
remains to be posed is that old ques¬ 
tion : Who will bell the cat? 
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Contact your neareit EMBEE Oaalar or write for information to: 
Martin Burn Llmltod Agro*Industrial Division □ Calcutta: 12 Mission Row 
□ Bombay: Esptanada House. Waudby Road o Now Daihi: 40-42 Janpath 
D Patna : 19 Muaaum Road a Kanpur: Wastcott Buliding, The Mali. 
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Yields of Irrigation 

THE Fourth Plan irrigation programme was tailored to the needs ol an agricul¬ 
tural strategy based on the use of high-yielding varieties. The setting up. re¬ 
cently, ot a high-powered Central Ground-Water Board, to replace the erst¬ 
while more mode.st Exploratory Tubewells Organisation and to assimilate the 
giound-watcr wing of the Geological Survey ot India, is in keeping with the 
gi'neral guidelines for irrigation set out in the Plan. The Board will, at the all- 
India level, assess the ground-water resources and their distribution over the 
country. In the past, absence of adequate investigation and survey work had 
made the sinking of wells risky ,ind had caused costly delays at different stages 
ot iniiileinentalion — a fact which led the Plan to put this important re.sponsibi- 
lity on the Central and State Governments. The States, tiKi, have now been 
asked to set up their own integrated grouncl-watei organisations to make use ot 
the Central Gi'ound-Watei Board s findings and carry on from there to imple¬ 
ment their particular irrigation programmes. A model Ground-Water Control Act 
has been prepared and circulated among the States, suggesting to them a frani<‘- 
work for avoiding overpumping and water wastage. 

The rise in the number of tuliewills since lt)66-()7 — the year of bri'ak- 
thiongh in HYV — has been very striking. This has bci'ii made possible by 
the easy and cheap availability ol finance as a lesiilt of the aceent on rural 
banking .i.nd the strengthening of other institutional sources of finance. There 
has been, alongside, reduction in sulisidies, stiess on coimnunily or State works 
to help small larmcrs, and accent on proper maintenance ol pumping machin¬ 
ery and irrigation tanks. FIk! emphasis in ruial electrification too W’as .shifted 
lioin elcctiifying villages to energising piimpsets, and the Rural Electiification 
Corporation was .started to ease the financial burden on the Slate Electricity 
Boaids. 

Thi're is Ity now little doubt that the minoi iirigatiun programme will havi- 
overall success. Anti the larger and licher market-oriented larmcrs, at whom 
the agricultural strategy is primarily aimed, will come forward to maximise their 
gains. In (lie rice-growing tracts ol Andhra and Tamil Nadu or in groundnut- 
growing C.iijarat, where the HYV technology has not yet gained a sure foothold, 
the State Governments thcmselvi-s have been providing the initiative which the 
iarniers havt- lacked. And there Seems, in fact, to be a positive relationship be¬ 
tween public expenditure and private invi’slment in irrigation. 

With the whole programme thus slanted for the richer farmers, what is to 
bec-ome of the- more luimerons small fanners? Will they be bypas.sed or can 
they he elReiently brought into the mainsfieam of growth? The many small 
|armeis who are ‘oral’ lessees (without n-corded rights) or sharecroppers may 
be avoided by financial institutions lor tlii ii lack of adequate ‘.security’. This 
indeed ina> be why. despite the ‘allocation" of funds for minor irrigation in .some 
States with a predominance ot such cnltivalors, the piogramine has not got off 
the ground. Since a major portion ol the difteri-nces in agricultural growth 
among the States can he ri'lated to differences in i-xtension of irrigation, this 
might further aggravate regional ineiiualities. On the other hand, in the new 
euphoria to help the "potentially viable’ small farmer (and under the aegis ot 
the Small Fanners’ Development Agencies to whom Its 64 crores have been 
allotted in the Plan), finance may bn extended to fanners with holdings too 
.small to ojitimally utilisi- the irrigation potiTitial ot a well or a pump and with¬ 
out the means to inaiiitain them. 

, For the agriculturists without .security to offer, as well as the agriculturists 
with holdings too small to fully utilise the irrigation iJolenUal of a well or a 
pump.set, the solution must lie in organisational terms. In the first case an 
effort will first have to be directed towards se.iling the loopholes in the land re¬ 
form laws *0 establish the honu fiden of the actual cultivators. The organisa¬ 
tional sohit.on must then he oriented to bring together a number of small far¬ 
mers to pool their resources and to share the irrigation facilities. What is need¬ 
ed for the purpose is not merely a ‘co-ordinating’ outside agency, such as the 
Small Farmers Development Agency, but an on-tbe-.spot officer or body who 
can be made responsible for working out arrangements for pooling and pay¬ 
ment and who can rationalise the use of investnaint in small irrigation. The 
Block Development Officer may in fact he suited for this purpose. 





Agricultural Revolution by Production Function 

Ranjit Kumar Sau 


Indian agriculture by now is well-endowed with the estimates of Cobb-Douglas production function. 
But no one knows as yet whether increasing, decreasing or constant returns to scale prevail in this sector. 
Rather ‘disturbing’ is the intertemporal instability of production function for the same farms. 

In view of the widely scattered fragmentation of land holdings, land input as incorporated in a pro¬ 
duction function is not an unambiguous concept, .specially in India. This raises serious doubts, in 
principle, with regard to the validity of the production estimates. 

The optimal farm size has to he determined in the light of a multiplicity of objectives such as 
production efficiency, minimum income for the peasant family, marketed surplus of foodgrains, and so on. 
In this broader perspective, the role of the production function is quite diminished. 

The optimal farm size — however determined must be politically viable. Hence, it is imperative 
that the political and economic under-currents are fully recognised, and their future trends carefully 
analysed. A hypothesis is put forward here to the effect that the land size structure is tending in t’ne 
long run towards a dualistic system where small peasant farms would peacefully co-exist with the 
affluent capitalist farms, if the present alignment of political forces continues. 

When the question of optimal farm size is subject to the intricate interaction of such dominant 
factors, it is a pity that some otherwise brilliant economists are naive enough to be lured by the glitter 
<'f a Cobb-Douglas production function with the standard errors, correlation co-efficient, and the sum of 
elasticities as the trimmings, which finally leads to a blind alley of deceptive conclusions in this context. 


'I f.in'l lirliivr that C .said Alice. 

'Can’t you?’ the Oucen said in a 
pitying tone. ‘Try again •. draw a 
long breath, and shut your eyes’. 

- Through till’ Lookiup-CUns.i. 

THIS essay was originally intended to 
be simply a review of an important 
hook hv William 11 Cline, ‘'Keonomic 
Coiisi'ijiienees ol .1 l.aiid Heloiiii in 
llia/il" ’ lint tln ii it lianspiicd that a 
critical examination of the correspond¬ 
ing literature on fiidian agriculture in 
this perspective would be both inte¬ 
resting and worthwhile. Thus what 
started out as a book review turned 
hopefully into a more eomprelicnsive 
article. 

I 

Cline’s Approach and Findings 

The basic pioblem as posed by Cline 
is fiist to (hid the optiinul farm size 
ill Brazilian agriculture; for which the 
sole criterion is ‘production efTiciency’. 
He then goes on to calculate the con¬ 
sequences of two versions of land 
reloim. in terms of their respective 
effects on the volume of output. 

To begin with, the major issue con¬ 
sidered by Cline is whether economies 
s)f large scale production exist in 
Brazilian agriculture. For “if increasing 
returns to scale exist, then from the 
standpoint of efficiency large. . . farms 
would be preferable to the relatively 
sni.ill scale ‘family f.irnis’ " (p xiii). With 
.1 cross-section sample of farms he 
estimates a Cobb-Douglas production 
function for each crop with four in¬ 
dependent variables, namely, (a) land. 


(b) labour, (c) capital, and (d) expen¬ 
ditures on seeds, fertiliser and insecti- 
ndcs. The correlation co-cilicient is 
high. And the sum of elasticities of 
output with reference to the inputs is 
approximately unity, which indicates 
the presence of constant returns to 
scale. This is confirmed again by an 
analysis of covariance. 

Further, it is recognised that " ‘farm 
size’ as a variable represents entre- 
pieneurial .skill, or interest and range 
of scale. Tenure type also represents 
entrepreneurial motivation; one would 
expect the owner to be superior to the 
renter or sharecropper since the 
renter has less incentive to make long¬ 
term investments and the sharecropper 
has incorrect ‘signals’ in that he equates 
only his share of marginal product 
with the marginal cost of inputs. In 
contrast, it is possible that the tenant 
is under greater pressure to produce 
than the owner, if the tenant has high 
rental payments to meet, and that the 
tenant therefore makes a greater effort 
and achieves higher production effi¬ 
ciency than the owner’’ fp 75). Here 
IS an important hypothesis; an em¬ 
pirical test of it would be definitely a 
significant contribution. 

In order to test this hypothesis of 
the iclatioiiship between farm size and 
ownership status on one hand and re¬ 
source utilisation in agriculture on 
the other, Cline adds six dummy vari¬ 
ables to the list of independent vari¬ 
ables in the production function — 
one for the ownership status and the 
remaining five for different farm sizes. 
Constraining the sum of elasticities of 


four inputs of production to unitv 
« priori, regression is run again with 
these ten independent variables in 
total. ’The size-group dummy variables 
as well as the tenure variable turn out 
to be statistically insignificant at the 
5 per cent level. Hence it is concluded 
that, first, “entrepreneurial skill, in 
terms of production obtained from in¬ 
puts actually used, does not appear to 
vary with farm size’'; and secondly, 
that “owners do not appear more 
‘efficient’ than non-owners” (p 77). 
This is a somewhat surprising finding. 

Land Use and Kaum Size 

The second major issue' considered 
by Cline is the relationship of land 
utilisation to farm size. The data re¬ 
veal that small farms use their land 
more intensively — in terms of output 
and inputs per unit of farm area - - 
than do large farms. Three alternative 
indices of the intensity of land use 
are taken into account: (a) the ratio 
of actually cultivated land to the total 
available farm area; (b) the value ad¬ 
ded per unit of farm area; and (c) 
individual inputs Ber unit of farm area. 
It is found that bigger farms actually 
cultivate a smaller percentage of total 
farm area; that the value added per 
acre declines as farm size rises; and 
finally that each of the inputs, namely, 
labour, capital and seeds-fertiliser-anch 
insectitpdes rises less than proportion¬ 
ately as farm size increases. 

In the regression analysis of value 
added per acre of farm land, a dummy 
variable representing land^ ownership 
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status is also included as an indepen¬ 
dent variable, in addition to the farm 
size and land price. Again the regres¬ 
sion co-efficient of riie former is statis¬ 
tically insignificant. This is claim¬ 
ed to be a further confirmation 
of an earlier finding that land tenure 
does not affect the intensity or efficien¬ 
cy of land use. Besides, the land price 
variable which is taken as a proxy for 
the quality of land appears to have no 
significant impact upon the value ad¬ 
ded per acre of farm land. 

Cline now cites seven possible rea¬ 
sons for less intensive use of land in 
large farms: 

(1) Labour market dualism. In the 
agricultural sector, family farms co¬ 
exist -side by side with capitalist farms. 
While labour allocation in a family 
farm is guided by a calculus of the 
disutility of labour and the utility of 
additional consumption made possible 
by the marginal productivity of labour, 
in a capitalist farm on the other hand 
employment of labour is determined by 
the principle of equating marginal pro¬ 
ductivity of labour to the market wage 
rate. Usually this phenomenon of 
dualism implies that labour-intensity 
per acre of land would be higher in a 
family farm as compared to a capitalist 
farm. 

Furthermore, Cline argues that the 
"labour-market dualism” also partly 
explains the fact that larger farms keep 
a higher proportion of land unculti¬ 
vated. 

(2) Land holding for ‘portfolio assets’. 
Large farmers may hold land just as a 
portfolio asset rather than as a pro¬ 
ductive Input. With the negligible land 
tax in Brazil and the unattractiveness 
of other assets in the face of inflation, 
land is quite a sound asset, both with 
regard to risk and return. 

(.‘f) Land market imperfection. The 
lack of long-term credit facilities to 
small farms and other institutional 
factors stand in the way of equating 
the productivity of land across various 
farm sizes through the operation of 
market forces. 

(4) 'Own consumption’ on small 
farms. In Brazil small farms typically 
consume a much higher percentage of 
their own output than do the bigger 
farms. Hence “the market is more 
certain for the small farm’s output.., 
The small fanner is less affected by 
the risk of market price fluctuation 
than is the large farmer^’ (pp 36-37). 

(5) Monopsony. Large farms have 
monopsonistic power over labour. If 
the labour supply curve is upward 
sloping, large farms would employ less 


labour per unit of land than the com¬ 
petitive small farms. 

^ (6) Prestige symbol. Large landlords 
in Latin America are alleged to hold 
land as a symbol of prestige and an 
instrument of political power rather 
than a.s a productive asset. 

(7) Land quality. Sometimes it is 
suggested that large farms generally 
have the land of relatively inferior 
quality. 

The cen.sus data for ‘unproductive 
land', however, refutes the contention 
that "land quality is poorer on large 
farms than on small" (p 45). As such 
there leniain only the first six factors 
to explain the declining intensity of 
land Use as the farm size rises. Cline 
h.is conducted several informal tests 
to determine the relative importance 
of these factors. In his own words, "the 
attempts to discriminate among the 
[six)... innucnces on land use arc in¬ 
cluded for the sake of completeness. .. 
The attempts. . . are generally incon- 
clu.sive. but.. . no further discrimination 
among the influences on land use is 
po.ssiblc with the data available” 
(p 116). In any case, he continues, 
such tests are of "only secondary im¬ 
portance”. “For the question of the 
effect of land redistribution on agri¬ 
cultural production, the primary issue 
is whether or not low land use on 
large farms is caused by low quality 
of land on laj-ge farms” (p 116). This 
particular issue lias already been in- 
vcstigalecl. mice with th<' census data 
of ‘unproducitvc land’ and then also 
statistically bv using land price as a 
proxy variable for land quality in 
various regression exercises. 

Al-TFRNAllVr. TVPKS OF REFORM 

Briefly the major conclusions reach¬ 
ed so lar aic as follows: (i) tlie produc¬ 
tion iuiictuiii in Brazilian agriculture ex¬ 
hibits constant returns to scale, (ii) en¬ 
trepreneurial skill does not vary with 
farm size, (iii) ownership does not 
significantly affect resource allocation 
and efficiency of production, (iv) the 
intensity of land use varies inversely 
with farm size (v) land quality is not 
a significant factor for explaining low 
land use on large farms; and (vi) in 
fact, large farms generally do not have 
inferior qualify of land, anyway. Once 
these conclusions are accepted the 
rest is rather smooth sailing. 

Now two alternative types of land 
reform are examined in terms of their 
respective effects on the volume of 
output. In the so-called ‘total reform’, 
the entire land area under any given 


crop is to bo divided info family farms 
of equal size. In the ‘partial reform’, 
only farms over 300 hectares are con¬ 
sidered eligible for expropriation. 

A ‘family’ unit is defined arbitrarily 
as 2.5 adult-equivalent workers. And 
the total farm land under the given 
crop is equally divided among the 
number of families related to that crop, 
including the otherwise unemployed 
workers. Note that the production 
function ha.s constant returns to scale, 
and that small farms use relatively 
more units per acre of farm area. 
Hence after the ‘reform’ the volume of 
agricultural output would rise. 

In Cline's own words : "It is im¬ 
portant to note that the choice of the 
f.inulj unit IS mil the planner’s value 
judgment. or preference for family 
farm organisation. Instead, it is a 
logical coiichuion since intensity of 
land use declines as farm si/e increases. 
With constant returns to scale, this 
relation.ship between lamt use and 
farm size implies that the smallest 
fcdsihle fiiim unit tvill fiifl.vimi.vc pio- 
duction. The family unit f.v assumed to 
be the smallest feasible unit" (p 136; 
emphasis added). 

II 

Comments on Cline’s Methods 

One need not go over again the 
well known problems of .statistical 
estimation of a Cobb-Dougla.s produc¬ 
tion function and its interpretation. 
Recently, Ishikawa has thrown up a 
fresh challenge to the notion of pro¬ 
duction function particularly in agri¬ 
culture. He contends that since agri¬ 
cultural inputs are by and large mutu¬ 
ally complementary, the concept of a 
Cobb-Douglas type of production 
function in agiiculture is inadmissible.^ 

In any case, let it be noted that in 
Cline’s data, farm size has a significant 
correlation individually with the input.s, 
namely, actual land area cultivated, 
capital, labour and expenses on seeds, 
fertiliser and in.secticides. Hence it is 
quite likely that multicollinearity exists 
among these four input variables 
themselves which jointly appear as 
independent variables m the Cobb- 
Douglas production function. If so, 
the statistical estimates of the produc¬ 
tion function becomes open to ques¬ 
tion.' Cline has completely overlooked 
this aspect. 

Furthermore, Cline’s test of the 
hypothesis with regard to the effects 
of farm size and ownership status on 
production by adding six dummy vari¬ 
ables to the Cobb-Douglas production 
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function is dubious. The four input 
variables — land, labour, capital and 
seed-fertiliser-insecticides among 

themselves have already been found to 
account for 80 per cent of the varia¬ 
tions in output. Then six more variables 
are brought in for explaining the re¬ 
maining 20 per cent. Bulk of the vari¬ 
ations in the depehdent variable hav¬ 
ing been already pre-empted, in effect 
six variables arc being assigned to ex¬ 
plain a relatively stationary series. No 
wonder, the regression co-efficients of 
the new-comer dummy variables were 
doomed from the very beginning to 
statistical insignihcancc even before 
the actual calculations started. 

In this connection highly intriguing 
IS a small footnote in page 75. “An 
earlier version with this [production 
liiiK'tioiiJ model unvuustruincd found 
[that] the ‘size’ dummy variables 
showed sliictly increasing efficiency as 
size rose but the sum of factor elasti¬ 
cities was depressed. Thus, it was un- 
cleai whether the size dummy variables 
leprescnted increasing ctlrcicncy with 
farm size, or merely represented the 
infliieiiei' ol ii.siiig inputs due to nils. 
spcciticalion of the model" (emphasis 
added) Einbarwssmg a.s it was, Cline 
decided to brush aside this mattei 
quietlv, and to piocecd! 

'Pile dummy variable of land owner¬ 
ship status, however, was again found 
lo be statistically insignificant in the 
regression equation for value added 
per unit of farm area (pp 89-94). This 
IS invoked as a turthcr ‘proof’ that land 
tenure has no influence on resource 
allocation in agriculture. One may have 
some level V iitioii about tins inleipieta- 
tion I lie dummy vaiinble lepieseiiting 
l.md lemiri' is given ,i valiii' ol either 1 
(loi ovnier eultivatoi) or 0 (if the ciilti- 
v.iloi Is not the owiiei ol the laiiii land) 
but theie .lie vaiious loniis of land ten- 
ane> — shaiei nipping ot diflerent kinds, 
fixed rent tenancy of a number of 
categories and so on. A dummy vaii- 
able which is lestricted to either 0 or 
1 cannol fully discriminate among all 
these v,nieties of land tenanev. 

Imi'n.shy or I.vno Ust 

Now we turn to the intensity of land 
use in relation to farm size. Cline has 
examined as many as seven possible 
reasons; but he has missed perhaps the 
most important factor. The distribu¬ 
tion of land is notoriously skewed in 
Brazil. Two-thirds of farms account 
for less than 10 per cent of the farm 
land, while more than three-fourths of 
the farm land area is occupied by 
less than 10 per cent of the farms at 


the top.‘ Thus the large farms are 
virtually a monopolist in the agricul¬ 
tural products market. And it is quite 
plausible that, faced with a downward 
sloping demand curve, they would 
follow a deliberate policy of restricted 
output so as to maximise their total 
return.Cline, of course, talks of the 
relative certainty of the market for 
the small farm's output, and the absence 
of “risk of market price fluctuation” 
for the small farmer as compared to 
ii big farmer: but that is not the same 
thing as the monopolistic market power 
exercised by big farms. Monopsonist 
in the factor market and monopolist 
in the product market, the big farms 
would naturally have the syndrome of 
low output and low input per acre 
of farm area. 

Finally, according to Cline, the 
optimal farm .size is determined by the 
average farm area per ‘family’ when 
the entire land is equally distributed 
among all the families. First of all, 
the definition of a ‘family’ itseff is 
arbitrarily set at 2.5 adult-equivalent 
vvoikcis. Sccoiully, "flic family unit is 
[again arbitrarily] assumed to be the 
smallest feasible unit'". Meanwhile the 
rural population, however, is increasing 
ovei time, and industrial employment 
IS not growing fast enough so as to 
absorb all the rural migrants to urban 
areas (pp 14-15), Thus the number of 
.igricultural families is steadilv going 
up. What would Cline recommend 
under these circumstances? Should 
the land be divided progressively into 
smaller and smaller farms? Or, should 
I he definition of a family be revised 
upwauls keeping with the increasing 
number of agricultural workers? 

Ill 

Optimum Farm Size in India 

Evidently the search for the Holy 
Grail — the optimum farm size - has 
been going on in India as well. The 
effect of land tenancy on resource 
allocation also has been a matter of 
wide controversy.* Cline’s work there¬ 
fore is doubly relevant to us. We have 
already raised some seriou.s doubts as 
to whether his approach and similar 
ventures are at all meaningful. More 
on this fallows, now with special refer¬ 
ence to India. 

Given that the volume of output is 
the sole criterion, a production func¬ 
tion as such cannot determine the 
optimum farm size. (Incidentally, this 
is at the root of Cline’s dilemma.) 
Other considerations have to be brought 
into the picture in a meaningful way. 
For if the production function shows 


increasing returns to scale, the larger 
the farm size the better. The con¬ 
verse is true when it shows diminish¬ 
ing returns to scale. And in the case 
of constant returns, any farm size is as 
good as any other. 

India is fortunate to have a bumper 
harvest of Cobb-Douglas production 
functions. For the Andhra Pradesh and 
Uttar Pradesh farms Heady and Dillon’ 
have found that the sum of elasticities 
ranges all the way from 0.42 to as 
much as 1.09, depending upon the crop 
and irrigation facilities. Rao* reports 
diminishing returns to scale for the 
Hyderabad farms, while Wellisz* comes 
up with increasing returns to scale for 
the rice farms in Andhra Pradesh. 

Still more interesting are the estim¬ 
ates of Raj Krishna*® in respect of the 
Punjab farms. A cross-section analysis 
shows that for the same farms the sum 
of elasticities increases from 0.87 to 
0.97 in just one year (estimate III in 
Table 1), and from 0.93 to 1.06 within 
a span of two years (estimates I and 
II). Such intertemporal instability has 
somehow escaped attention so far. 

All these attempts, therefore, have 
failed to resolve the issue as to whether 
increasing, decreasing, or constant, 
returns to scale prevail in Indian 
agriculture. And what is worse, if the 
Cobb-Douglas production exists at all, 
its intertemporal stability yet remains 
to be demonstrated. 

Apart from the objections raised by 
Ishikawa, there is an equally com¬ 
pelling reason to doubt the validity of 
the concept of production function 
in agriculture. The reason is very 
simple: farm size and land input are 
highly amlriguous concepts, thanks to 
the fragmentation of holdings. 

In Madhya Pradesh where “the pro¬ 
blem of fragmentation of holdings is 
all but non-existent", we find that, for 
example, a farm of 40-50 acres is m 
effect a collection of some five ‘plots’, 
each with an area of 8.2 acres on an 
average. Table 2 gives more details. 

The extent of fragmentation of land 
holdings is all the more glaring in a 
sample survey of eleven villages in the 
dry region of Poona District. As Table 
3 shows, a farm of 150 acres is nothing 
but a group of eleven parcels, each 
with an area of roughly 14 acres — 
the only thread of connection among 
them is provided by the common culti¬ 
vator alone. According to Table 3, the 
unit of cultivation in the highest acre- 
group of 100-500 acres is eleven times 
the average size of a fragment in that 
group. “It is not difficult to comprehend 
the hardships, inconvenience and waste of 
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TMiLt; 1: Sum oi’ Ei.Asii(:nii::s oh 
C<)iii)-l)ou(;i.\N Func.iion in iiif, Punjaii 


Estimates 


Year 

1 

11 

III 

19,') 1-55 

0.95 

()9.'3 

0.87 

19.55-.5(i 

0 91 

0 97 

0.97 

19.50 57 

l.(K) 

1 ()« 

0 95 

111 rstmuili* I, 

the ill! 

l(.*l>cnd<‘nt 

van 

allies arc 

land, 



l.ilxiiii. Ixillock I.iIh>iii, evpeiidi- 
tuic Dll M-c(ls, iiiaimies anil Icrti- 
liscis, (lie IIM' ol imiileiili'iits 
and iiiti'ii'st Dll uorkiug capital, 
and iiiigatioii. In istnnute 11. 
Iiidloek lalxinr is diop|X'd, and 
itic last two indcpi'iident vaii- 
alili'.s as ol estimate 1 ale added 
lip into one, in older to avoid 
iinilti-eollineaiIts. In i stnnate 111 
tile only two inde|x-ndenl vaii- 
uliles aie l.iiiil .ind linnian lalxiiii 
wlneli ilo not liave nnuh intei- 
(ollnieaiits lietweiic tlieiiiselve.s. 
See Itaj kiishnu, ''.Some Piixliie- 
lion l''nnctions loi the Piinj,il>", 
op l it. 

energy and money that these fiagmenls 
entail to the eultivatoi who has his 
land in 6 to 11 fragments scattered at 
long distances. The tesiilt is that in 
the gloss yield per acre the cultivator 
III the bigger act e-groups is not better 
ofl than the small and uneconomic 
cultivator. Wc would very naturally 
expect a larger gioss yield per acre on 
a bigger aica li the fragments aie in 
one compact block or in two or three 
blocks. It would then be possible for 
the cultivator to u.se betlei seeds, 
manure and implements perhaps at the 
same total cost. The fragmentation of 
land makes such an advantage 
impossiblc.’''- 

The Cobb-Douglas production func¬ 
tion, as It IS usiially estimated, recog¬ 
nises only the total size of the hold¬ 
ing under a cultivator, without any 


regard to the number of fragments and 
the extent of their spatial scattering. 

In view of all these shortcomings, 
the usual production function - Cobb- 
Douglas or otherwise — is singularly 
unsuitable to determine the economies 
of size particularly in agriculture. As 
a matter of fact, the Cobb-Douglas pro¬ 
duction function was initially applied 
to industry. Since then economists 
have mechanically applied it to agri¬ 
culture without pausing for a second to 
think whether the conditions in agri¬ 
culture conform to the basic a.s.sump- 
tions of the model. 

It .should be mentioned here that 
there has been another line of approach 
towards the question of farm size. In 
this approach equity criteria have 
been added to the eHiciency objective. 
As a result, the size of the ‘basic hold¬ 
ings', ‘economic holdings', etc, are 
determined by asking how many acres 
of land will keep a normal family 
reasonably fully occupied (say, for 200 
day.s or more in the year), or provide 
a reasonable net income (.say, Rs 1200 
per annum or more) or keep a pair of 
bullocks reasonably fully occupied. 
Khiisro has given us an excellent sum¬ 
mary of the calculations made along 
these lines by different land reform 
conimittei's and the Planning Commi.s- 
sion. According to Khusro’s own judg¬ 
ment, on the basis of the recent farm 
management data, holdings of 10 to IS 
acies would more or less roughly meet 
the bullock-pair. family-employment 
and minimum income tests.''' 

Another ciucially important dimen¬ 
sion of this problem emerges due to 
the imperative need of increasing the 
marketed surplus of foodgrains in order 
to feed the industrial sectoi. There arc 
indications to the elfect that the 
marketed proportion of gross cereals 
production in India has declined bet¬ 


ween 1953-54 and 1961-62, and that 
the downward trend appears to be con¬ 
tinuing thereafter.'* No doubt, this 
poses a serious problem. As such, the 
farm size — call it “optimum”, “basic” 
or “economic”, or else — cannot be 
meaningfully determined without hav¬ 
ing tegard to the overall requirements 
of the marketed surplus ol foodgrains 
in the country.'" 

Finally, let us mention an interesting 
analysis by Raj Krishna”' in connection 
with farm size. He brings out into bold 
relief the sharp conflict between the 
norms of the maximum output per 
.icie on one hand and the minimum 
total cost per unit of output on the 
other. As Table 4 shows, farms within 
the narrow range of 13-16 acres include 
both the sizes which produce respec¬ 
tively maximum and minimum outputs 
per acre. In sharp contrast, the farm 
size that minimises the average cost (C) 
per unit of output is below one acre. 

At least one thing clearly emerges 
from this section. The optimal farm 
size in India has to .satisfy, not just 
one, but a multiplicity, of criteria of 
efhciency, equity, and macro-economic 
giowth. In this context the role ol a 
production function — Cobb-Douglas, 
.SMAC, or of any other variety - - is 
quite secondary. 

IV 

Political-Economic Under-currciits 

Whatever may be the optimal farm 
size as i< eouimen<lc(] by the (■eououiists 
on the grounds of cfliciency, equity, 
and all that, would it be viable m a 
given political-economic set-up? Yes, 
this is an unavoidable question. If 
economists shy away from this ques¬ 
tion; so much the worse for economics. 
But the issue cannot be dodged. The 
answer of course is not easy to find; 


Tahu DisiKiiuiiioN ot C-iii iivArLD Hoi iunos by riii Numui a oi Puns Comprisino Ir in Madhya Praoish 


Si/e of Cultivated 
Holding (acre;) 


0-5 
.5-10 
10-15 
15-20 
2(b.V) 
.10-40 
40-50 
.50 i 

Total 


27(2 9) 
7(6 4) 
4(12 4) 
.1(17 7) 


41(5.4) 


Number of Plots in the Holdings 


.7-5 


6-10 


8(1 6 ) 
9(3 7) 
4(6 I) 
7(8 3) 
(<(1 
2(15 7) 
2(22 I) 


I) 


38(7 3) 


7(2 3) 
11(3.6) 
11(4 6) 
18(5 9) 
4(8 8) 
3(8.9) 
3(17 4) 

57(5 9) 


.7(2 5) 
2(3 2) 
5(5 6) 
.7(5 6) 
9(11 6) 

22(7.5) 


At-ove 10 


2(11 5) 
2(11.5) 


Total 
No of 
Hoklings 


35 

23 
19 

24 
26 
II 

8 

14 

160 


Total 
No of 
Plots 


43(2.4) 
.51(3.3) 
50(4.7) 
79(4.9) 
102(6 2 ) 
52(7.41 
44(8 2) 
107(12.2) 

528(6.8) 


Note : Average cultivated area in acies per plot in each cell is given in biackets 
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Tablf 3: Fragmentation in Land Holding in Poona District 

Acre Groups (acres) 



0-5 


15-25 

25-100 

100-500 

Average size of holding (acres) 2 4 

10.0 

19.8 

46.6 

1.50.5 

Average no of fragments 

1.9 

2.7 

3.6 

6.3 

11.2 

Area per fragment (acres) 

1.2 

3.7 

5.6 

7.3 

13.5 


Source: Dintw.ila and W B Djid;, “Tae Uneconomic Cultivator”, Indian Journal 
of Agricultural Ecotomict, Vol 4, No 2, reprinted in Selected Readings 
IJAE, p 40. 


Table 4 : Most Efficient and Lfast Efeicifnt Farms in AhmldnagaR 
(Bombay) according to Dim rent Norms 



Critericn 

Farm Size 

(acres) 

Output 
per Acre 
(Rs) 

Average 
Cost A of 
Output 
(Rs) 

Average 
Co'- t C 0 
Output 
(Rs) 

(1) 

Maximum output pei acre 

15 67 

698 96 

0 90 

0.92 

(2) 

Minimum output pci acre 

n 45 

0 74 

6 37 

10 00 

(.3) 

Maximum average cost A of output 

2 85 

21 05 

3.12 

7.70 

(4) 

Minimum average co.st A of output 

i3.32 

4l 07 

0 19 

0 61 

(5) 

Maximum average cost C of output 

2 8s 

21 05 

3 12 

7 70 

(6) 

Minimum average co.st C of output 

0 78 

225 64 

0 44 

0 5? 


Note: Cost A includes the expendiUirc actually incurred by the farmers and 
excludes rent paid or imputed, interest on fixed capital and compensation foi 
family labour. Cost C includes, in addition to cost A, rent actually paid and 
rent for owned land, interest on (ixeil c.ipit.U and compensation foi family 
labour as well. 

Source : Computed from Table 5 of Rai kiishna, "The Optimum Firm and the 
Optimum Farm”, op cil, p 1611. 


Table : DisTRiBuriov of Land Ownirsiiii> and Oi'i rational Holdings 
BY Hoi'slhoi.ds in Rural India 


(Per cent) 


Ownersliiji Holding' Operational Holdings 


Size class 
(acre,) 

Households 

1954-55 1960-61 

Area 

1954-55 

1 

Mou' 

cholds 

Area 

1960-61 

1954-55 

1960-61 

1954-55 

1960-61 

0-10 

87 23 

87 87 

34 72 

.38 84 

85 92 

87 37 

.35.69 

39 74 

10-20 

7 71 

7 56 

22 .36 

23 .39 

8 47 

7 91 

22 41 

23 20 

20-30 

2 46 

2 .36 

12 47 

12 72 

2 71 

2 44 

12 47 

12.66 

30 f 

2 60 

2.21 

30.45 

25 05 

2 90 

2 28 

29 4.3 

24 40 

Total 

100.00 

100 00 

100 00 

100 00 

100 00 

I(N) 00 

100 00 

100.00 


Solaces : NSS, Reports on Land Holdings (3) and (5), Nos 36 and 74, Table 5.6 of 
each repoit; and Tables\witli Notes on Some Aspects of l^nd Holdings m 
Rural India, No 159, Table 2 0 ami 10 0 


but that is no reason why the question 
should not be squarely faced either. 

Here we shall argue that in India 
the political and economic forces are 
at Work in such a way as to give rise 
to a dual farm size system, characteris¬ 
ed by an increasing polarisation of land 
holdin.gs, with the medium-size farms 
eventually becoming conspicuous by 
absence. Indeed, this pattern of dual¬ 
ism by and large already obt,iins in 
India’s industrial sector today. 

Table 5 shows that the top 5 per cent 
of households claim as much as 40 
per cent of the rural land, while the 
bottom 87, per cent account (or only 35 


per cent of land. The former housc- 
hold.s cultivate land in relatively big 
farms,whereas the latter do so in 
small faims In any case, Indian agri- 
ciiltiiic clcarl’,' is in the firm giip ol a 
small group .of households. 

If We bro .dly classify the farmers in 
three groups, namely, small, medium, 
and big, it can be argued that medium 
and big farmers are mutually competi¬ 
tive in more than one way. The 
medium farmers, like the big ones, 
employ v age-labour; and thus they 
compete m the labour market. Both 
the groups of farmers usually sell about 
the same proportion of their respective 


outputs in the marktft. So they meet 
each other in the product market as 
well. Furthermore, any fall in the 
market price of agricultural output 
would affect their incomes in the same 
proportion more or le.ss. 

By contrast, small and big farmers 
are mutually complementary in a way. 
Small farmers use their own family 
labour; and what is moic, (heir families 
are a source of labour supply for big 
farms. Big farmers on the other hand 
are usually the village money-lenders, 
wholesale dealers in agricultural out¬ 
put, and hence the only link between 
the small farmeis and the market. 

The .stability of small peasant (arm¬ 
ing is almost legendary. In the w. rds 
of Lenin, “the stabilit.v of petty pr,-- 
duction in agriculture does not depend 
in any way on its technical rationality, 
but on the fact that the small peasants 
woik harder than hired workers and 
reduce their usual necessities to a 
Idu er level than that of the latter.’’"' 
“However irrational his parccllised 
economy may be, no matter what wa.ste 
of effort it may lead to, he [the small 
peasantry] chugs to it tightl.v, just as 
his wife clings to her wretched house¬ 
hold economy, which likewise produces 
infinitely miserable results with an 
enormous expenditure of labour 

power.. Strange it may sound, but it 

IS a fact that the existence of 
impoverished small pea.sant families on 
the fringe of capitalist farm.s well serve 
the interests of the latter. The reason 
for this is not far to seek. The families 
of the small cultivators are a hot-house 
of cheap labour supply to big farms. To 
quote Lenin again “It would not even 
be advantageous for the big landlords 
to force out the small proprietors com¬ 
pletely: the latter provide them with 
hands! . . . The landowners and capital¬ 
ists frequently pass laws that artifically 
maintain the small peasantry.’’-" 

Clearly, in India the small impo¬ 
verished farmers are here to stay: their 
lanks may even swell, .so long as large 
capitalist farms are there. 

But the medium-size farmers are 
perhaps on their way out in the long 
run.-' For it would be increasingly 
difficult for them to survive in fierce 
competition with big farmers. How 
big is a big fanner, and how small a 
small farmer? And what do we mean 
by a medium farmer? It i.s difficult to 
give precise anfhnietienl figures lor 
areas of landholdings corresponding to 
these three kinds of farmers. The 
reports of farm management surveys 
during 19.54-1957, however, give us 
certain indications in this respect. It 


A-55 




Rcvk-w of Ai^rkukuro June 1971 


KCONOMIC ^ND POLITICAL WEEKLY 


SHRRnm URER 


ISO 

good habit to 
[uHiuoto 


Shriram Urea is the 
ideal, low cost, high 
potential nitrogenous 
fertiliser for sustained 
soil fertility. It 
contains the highest 
amount (46.4%) of 
nitrogen, can be used 
for all crops under all 
soil and weather 
conditions, and is best 
for foliar spray. 

In fact. Shriram Urea 
means bumper crops, 
more profits and 
greater prosperity. 
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is found that the so-called average land area under medium farms carries 
farm business income, which is gross within itself the seeds of its own 


of the costs of farm-produced inputs 
like family labour, owned land and 
farm-produced capital goods, per acre 
is a W-shaped curve with reference to 
farm size. Interestingly, the first low¬ 
est point of this VV occurs at the farm 
size of 15 acres, and the next lowest 
point occurs at 50 acrcs.^ Hence a 
farm of, say, 10-20 acres can be called 
a farm of medium size. For a farm ol 
this size the rate of income per acre 
is lower than that in a smaller farm; 
on the other hand, as compared to a 
bigger farm it lacks the sheer strength 
of the total land area which would 
have otherwise redeemed a relatively 
moderate amount of income for the 
farmer. A medium farm therefore dues 
not have the advantages of either a 
small farm or a big farm insofar as 
income is concerned. On top of that it 
is in competition with big farms in the 
labour market as well as product 
market. The writing is on the wall for 
such a farm! 

V 

New Technology and Land Size 
Structure 

How IS the technological break¬ 
through ol Green Revolution going to 
affect the land size structure? 

First of all, it is not yet certain as 
to whether a small farmer would be in 
a position to make use of the new 
technology. The cash requirement for 
cultivation with the new technology is 
about eleven times higher as compared 
to that for cultivation with the tradi¬ 
tional iiM'thoil."' II li<; still vcntuics, lie 
is sure to fall in the trap of the village 
iiioncy-lendci — tin; big fanner, so 
much the better for the latter. 

Field trip reports, though scanty as 
they are, are almost unanimous that 
“farmers with twenty acres or more 
have made the greatest absolute and 
relative gains."" But this docs not 
necessarily imply that the farms of 
10-20 acres are going to disintegrate in 
the immediate future. On the contrary, 
their number may increase for a while. 
For they are usually the port of entry 
for the ‘gentlemen farmers’. Ladejin- 
sky, for instance, has the following 
story: “The medical doctor from Jullun- 
dur who turned part-time farmer is sil¬ 
ting pretty. The 15 acres purchased 
four years ago have tripled in value ,.. 
His only vexation is whether or not he 
will succeed in buying another 10 acres 
he has his eye on — and what a dis¬ 
appointed man he will be if they escape 
himl"*» Quite clearly, the growth of 


destruction. 

■' One need not take the figure of 10-20 
acres as the rigid definition of a 
medium-size farm. Obviously, the soil 
conditions, available irrigation facili¬ 
ties, crop, and a host of other factors 
have to be taken into account in pre¬ 
cisely defining the measure of a 
iiicdiimi-sizc fanii. Secondly, the new 
agricultural technology itself may affect 
the above-mentioned W-shaped average 
income curve. We may hazard a 
conjecture that the curve would be 
shifted to the north-east direction, and 
then even a farm of upto 25 acres or 
a little more may have to be included 
in to the category of medium-size farm. 

VI 

Conclusions 

First, Cline has posed interesting 
questions; but^ his approach and 
methodology leave a lot to be desired. 
His estimate of the Cobb-Douglas pro¬ 
duction function needs more careful 
■scrutiny. His empirical test with 
regard to the effect of land tenure and 
farm size on production efficiency is at 
best dubious. His measurement of the 
optimal farm size is purely arbitrary, 
and It implies continuous subdivision of 
land keeping with the increasing rural 
population. In the entire analysis the 
monopolist market power of the large 
farmers is not fully recognised. 

Second, Indian agriculture by now is 
well-endowed with the estimates of 
Cobb-Douglas production function. But 
no one knows as yet whether increas¬ 
ing, decreasing or constant returns to 
scale prevail in this sector. Rather 
‘distuibing’ is the intertemporal insta¬ 
bility of production function for the 
same farms. 

Third, in view of the widely scatter¬ 
ed fragmentation of land holdings, land 
input as incorporated in a production 
function is not an unambiguous con¬ 
cept, specially in India. Tliis raises 
serious doubts, in principle, with 
regard to the validity of the produc¬ 
tion e.stimates. 

Fourth, the optimal farm size has 
to be determined in the light of a 
multiplicity of objectives such as pro¬ 
duction efficiency, minimum income for 
the peasant family, marketed surplus of 
foodgrains, and so on. In this broader 
perspective, the role of the production 
function is quite diminished. 

Fifth, the optimal farm size—how¬ 
ever determined — must be politically 
viable. Hence, it is imperative that the 
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political, and economic under-currents 
are fully recognised, and their future 
trends carefully analysed. Here we 
have put forward a hypothesis to the 
effect that the land size structure is 
tending in the long run towards a 
dualistic system where small peasant 
farms would peacefully co-exist with 
the affluent capitalist farms, if the 
present alignment of political forces 
continues. 

When the question of optimal farm 
size is subject to the intricate interac¬ 
tion of such dominant factors, it is a 
pity that some otherwise brilliant eco¬ 
nomists are naive enough to be lured 
by the glitter of a Cobb-Douglas pro¬ 
duction function with the standard 
eiiiirs, correlation co-efficient, and the 
sum of elasticities as the trimmings, 
which finally leads to a blind alley of 
deceptive conclusions in this context. 

In his book “Science in History”, 

J D Berna says: What social science 
needs is less use of elaborate techni¬ 
ques and more murage to tackle, rather 
than dodge, the central issues. But 
to demand that is to ignore the social 
leusoiis that have made social science 
what It is. 

This IS very much true for economics 
— in India, today. 
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ARE YOU CONCERNED 
ABOUT 

mMPlOYMeNT? 

Then your views and suggestions are 
valuable. 

The Expert Committee on Unemployment 
invites views and comments that will help 
the Committee in the task assigned to it. 

The Committee is interested in the 
following aspects 

1) Directions in which programmes in the 
Fourth Five Year Plan could be more 
employment-oriented. 

2) Strategy for generating employment, 
both short term and long term including 
technical, financial and fiscal measures. 

3) Specific programmes to promote productive 
employment among the educated 
unemployed in general and the technical 
personnel in particular and to suggest 
measures to rectify the imbalance between 
the out-turn of educated and technical 
persons on the one hand and the available 
employment opportunities on the other. 

Views and comments are welcome from 
individuals as well as associations. 

Please send your communications before 
July 15, 1971, 

N. S. Pandey | Vigyan Bhavan Annexe 
Ncmber-Secrctary I Maulana Axad Road 
Expert Committee on I New Dcihi-I. 
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Foodgrains Demand and Supply. 

Projection of Regional Imbalances 

S K Ray 


The aim of planning in food crops is to meet internal needs through internal production. Towards 
this objective, production at the all-India level must increase at a rate to match corresponding overall 
needs. 

Even so, regional problems will exist. Growth in production will be uneven among the Stales and will 
cause regional imbalances. The dimensions of India’s future food problem must also be measured, there¬ 
fore, from the angle of the regional imbalances in demand arid supply. 

In this paper, an attempt is made to estimate the emerging pattern of regional imbalance, under the 
assumption that, at the all-India level, future production of the different foodgrains will equal domestic 
needs. The 15-year time-horizon considered, 1969-70 to 19H3-H4, covers the Fourth, Fifth and Sixth Plans. 

The regional growth rates of demand for foodgrains are estimated in Part I. In Part II the prospects 
of meeting the foodgrains demand through indigenom production are examined. Part 111 estimates the re¬ 
gional growths in foodgrains production during the 15 year period—on the assumption that at the all- 
India level production of various foodgrains will equal their respective demands. Part IV considers the 
problems and requirements of foodgrains management which will arise out of the instability of produc¬ 


tion and the regional imbalances. 

[The author is grateful to A 

THREE distinct situations on the food 
front can be enumerated for the future 
years; (i) domestic requirements in¬ 
creasing; at a faster rate than produc¬ 
tion: (ii) domestic requirements in¬ 
creasing at a slower rate than produc¬ 
tion; and (lii) the two growing at the 
same rate. Food management problems 
under each of these situations will be 
different and will depend on the mag¬ 
nitude of regional imbalances and the 
instabilities in demand and supply. If 
production lags behind demand, im¬ 
ports and curb on demand will be¬ 
come necessary. Similarly, if produc¬ 
tion grows faster than demand, export 
markets will have to be found or pro¬ 
duction itself curtailed. 

In the long run, production of diffe¬ 
rent food crops will be limited by 
their effective demand, bt'th domestic 
and export. We now do not have ex¬ 
port commitments. The aim is to meet 
interna] needs through internal pro¬ 
duction. Towards this objective, pro¬ 
duction at the all-India level must in¬ 
crease at a rate to match correspond¬ 
ing overall needs. Even so, regional 
problems will exist; growth in produc¬ 
tion will be uneven among the States 
and will cause regional imbalances. The 
dimensions of India’s future food prob¬ 
lem can thus be measured from a 
knowledge of the regional imbalances 
in demand and supply. 

In this paper, an attempt is made 
to estimate the emerging pattern of 
regional imbalances under the assump¬ 
tion that, at the all-India level, future 
production of the different foodgrains 


M Khusro for his comments on a d 

will equal domestic needs. A 1'5-year 
tiiiic-horizoii IS coiisidereil, viz, lUHV)- 
70 to 1983-84, covering the Fourth, 
Fifth and Sixth Five-Year Plan periods. 
The discussion is divided into four 
parts. In Part 1, regional growth rates 
in foodgrains demand over the next 13 
years are estimated. Part 11 reviews 
the prospects of meeting the foodgrains 
demand through domestic production. 
In Part III, regional growths in food- 
grains production are estimated under 
the assumption that, at the all-India 
level, production of different crops 
under foodgrains will equal their res¬ 
pective demands. Finally, in Part IV, 
the regional imbalances and the prob¬ 
lems that will arise out of instability 
in production are discus.sed. 

I 

Regional Demands for Foodgrains 

Demand projection for human con¬ 
sumption IS an exercise based on past 
trend, current situation, and future 
outlook. The complicating factor in 
working out demand projection is that 
each of the relevant variables — popu¬ 
lation growth, base-period consump¬ 
tion, per capita income change, and 
income elasticity of demand — are 
subject to different weight and empha¬ 
sis in the components that go to make 
calculations. The assumptions, in other 
words, vary. 

Much is known about probable 
future population growth rate, per 
capita income, and the income elasti¬ 
city cxi-efikiients at the national levcf. 


ift of this paper.] 

However, very little information is 
available on the basis of which esti¬ 
mates of trends in the different States 
can be made. The relatively simple In¬ 
come elasticity approach is to be rul¬ 
ed out in determining State-wise de¬ 
mand for food, due to paucity of data. 
Estimates of State incomes are unsatis¬ 
factory. State-wise or regional esti¬ 
mates of income elasticities are either 
not available or are less dependable 
than the national figures. In view of 
these limitations, an indirect method 
is followed here. Foodgrains demand 
at the national level is first estimated 
by the usual income elasticity approach; 
State-wise estimates are then derived 
by using their consumption pattern 
suitably adjusted for corresponding 
population growths. 

The crucial factor influencing growth 
in India’s aggregate foodgrains demand 
is evidently her population size. The 
officially accepted population projection 
of India [1] projects the country’s popu¬ 
lation, respectively, to 527, 596, 666 and 
724 million at the end of 1968-69, 
1973-74, 1978-79 and 1983-84' (Table 1). 
I’oednig tlic'sc glowing million.s, even at 
cm rent consumption levels will call 
for sub.stantial increase in production. If 
per capita foodgrains consumption is 
kept constant at the 1956-59 average 
level of 160.6 kg per year,’ foodgrains 
requirements for human consumption 
at the end of the Fourth, Fifth and 
Sixth Plan periods would be about 95.6, 
106.9, and 116.3 million tonnes, res¬ 
pectively, Against this, and according 
to present production trends, there 
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should be a foocf surplus situation in 
India. One would wish it be so. Yet, in 
spite of substantial imports from ab¬ 
road shortages are still felt. It is the 
per capita demand that has increased. 

Generally speaking, the main factors 
influencing the growth in per capita 
demand are income, relative prices 
of the commodities, and consumer 
tastes and needs or simply preferences. 
Plan programmes are now geared to 
achieve a minimum of 5 per cent 
growth rate in agriculture and a 5 to 
6 per cent growth rate in national in¬ 
come during the next decade [5]. 
While this optimism about the coun¬ 
try’s future economic outlook has no 
semblance to the past, it is obvious 
that, in a predominantly agricultural 
economy like India. the growth in 
overall economy will greatly depend 
on the performance of the agricultural 
sector. Given a certain rate of growth 
in agriculture, how the overall economy 
will grow is very difficult to say. 
Nevertheless, ba.sed on past perfor¬ 
mance, it appears that, for a given rate 
of growth in the agriculture sector, 
the overall growth in the economy is 
likelv to record at least the same lew 
It is now generally agreed that, the re¬ 
cent breakthrough in agriculture has 
opened up wide opportunity bv which 


a 5 per cent growth in agriculture, 
necessary to have a higher growth rate 
in national income, is well within the 
country’s reach. 

Assuming a 5 to 6 per cent growth 
in national income during the next 15 
years,'* and an all-India income elasti¬ 
city co-eflicient of 0.55 for foodgrains,^ 
per capita foodgrains demand is esti¬ 
mated to increase from the 1956-59 
average of 160.6 kg per year to 169.7, 
182.4, 201.1 and 230.6 kg per year 
respectively in 1968-69, 1973-74, 1978- 
79, and 1983-84.** (Table 2). Based on 
these, the aggregate foodgrains demand 
for human consumption at the end of 
the Fourth, Fifth and Sixth Plans 
would be 108, 134 and 167 million 

tonnes, respectively. 

The dimensions of the food problem 
can be better understood from a break¬ 
down of the above estimates into rural 
and urban components. Assuming the 
ratio of per capita income in the rural 
and urban sectors to remain constant, 
the estimates of per capita demand, 
separately for these two sectors, arc 
obtained from the estimated average 
per capita demand by using the rela- 

liiiiis 

^u- X(e,-e)/v(e, - e„) 
and (1 - v) Xj. -I- vXy - X 
when- v is the proportion of ur¬ 


ban population to total population, X 
denotes the'estimated average per capita 
fiKidgrains demand, c is the income 
ciksticity co-effieieiit and the subscripts 
r and u .stand for the rural and urban 
sectors resiiectively.® Using the values of 
0.60 and O.^O for e j. and per 
capita fiKidgrains demand for rural In¬ 
dia is estimated to grow from 165.2 kg 
per year in 1956-59, average, to 176.8, 
192.4, 214.9 and 249.6 kg per year in 
1968-69, ] 973-74, 1978-79 and 1983-84, 
respectively. The corresikinding demand 
lor urban India records a slower growth 
rate; it increases from the 1956-59 aver¬ 
age of 140.8 kg per year to 141.4, 
144.8, 1.52.3 and 167.1 kg per year in 
1968-69, 1973-74, 1978-79 and 1983-84, 
respectively* (Table 2). 

To derive St,ile-wise foodgrains de¬ 
mand, it is essential Ip obtain, first, an 
cstnnate ol their consumption pattern 
during the base period. The different 
rounds of the National Sample Survey 
(NSS) give State-wise indices of the 
value of consumption per person of 
foodgrains, separately ior the rural and 
iiiban aieas, and thu.s provide a com¬ 
parative i>ietiiic of the value of con¬ 
sumption per peison for the States re- 
Kitive to that for all-India. Table 3, 
(leiived from NSS data, provides State- 
wise consumption indices of foodgrains 


Tabi r. 1 ; PaoJiTTEn Rural and Urban Population as on OtrroBKR I * 


(in million) 


(1956-59 average)** 1968 1973 1978 1983 



Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

Rural 

Urban 

North 

Jammu and Kashmir 

2 84 

0.55 

3.25 

0.70 

3.45 

0.78 

3.66 

0.86 

3.77 

0.95 

Puniab and Haryana (including Delhi and 

Himachal Pradesh) 

14 84 

7.04 

22 10 

9.02 

25.28 

11.22 

28 58 

13.64 

.31.09 

16.18 

Rajasthan 

15 20 

3 04 

20 86 

4.19 

23 88 

4 90 

26.99 

5.63 

29.54 

6.40 

Uttar Pradesh 

59 60 

8.79 

75 51 

11 88 

84 14 

13.77 

92 83 

15.81 

90.90 

17.98 

Total 

92 48 

19 42 

121.72 

25.79 

136 75 

30 67 

152.06 

35.94 

164.30 

41.51 

Elast 

Assam (including Manipui, Tripura, NEFA 

Nagalanil and Bay Islands) 

11.92 

1 04 

16.56 

1.64 

19.08 

2.14 

21 84 

2.70 

24.10 

3.38 

Bihar 

39 27 

3.63 

49 96 

5.47 

55.79 

6 82 

61.77 

8.34 

66.50 

10.04 

Orissa 

15.19 

1 03 

19 27 

1.52 

21.47 

J 84 

23.63 

2.21 

25.40 

2.61 

West Bcnga 

22 53 

8 92 

.31 05 

11,83 

.34.98 

14.12 

38 99 

16.61 

40.20 

19.26 

Tolal 

88 91 

14.62 

116.84 

20.46 

131.32 

24 92 

146.23 

29.86 

156.20 

35.29 

West 

Ouiarat (incliuling Goi, Daman, Dm, 

D.ulra and N.ig.ir Haveli) 

14.36 

5.02 

16.57 

9.54 

18.59 

11.23 

20 66 

12.97 

22 13 

14.82 

Madhya Pradesh 

25 27 

4.29 

33.06 

6.01 

37.07 

7.14 

41 14 

8.35 

44.37 

9.64 

Maharashtra 

24.76 

II 35 

33.28 

14.70 

36.68 

17.63 

40.01 

20.64 

42.26 

23.81 

Tolal 

64 39 

20.66 

82.91 

30 25 

92.34 

36.00 

I0I.8I 

41.96 

108.76 

48.27 

South 

Amlhra Pradesh 

27 85 

5.82 

33.01 

8.76 

36.16 

10.16 

39.30 

11.61 

41.74 

13.13 

Kerala (including Ar.ibian Islands) 

13.09 

2.37 

17.24 

3.23 

19 44 

3.76 

21.52 

4.32 

23.22 

4.88 

Mysore 

16 84 

4.88 

21.41 

6.74 

23.74 

7.97 

26.07 

9 28 

27.84 

10.66 

Tamil N.idu (including Po i.lichcrry) 

22 75 

9 42 

27.80 

10.98 

29.89 

12.43 

31.82 

13.87 

33.17 

15.33 

Tolal 

80.53 

•22 49 

99.46. 

29.71 

109.23 

34.32 

118.71 

39.08 

125.97 

44.00 

All-lmha 

326 31 

77 19 

420.93 

106.21 

469.64 

125.91 

518.81 

146.84 

555.23 

169.07 


* Projected popuUtio.is of the U.iio.t Territories are included in the States with which they are climatically homogeneous. 


** 1956-59 average urban population is first estimated at the all-Tndia level from the growth rate obtained during 1951-61. It 

is distributed over the States according to the proportions obtained in the 1961 Census. The Rural population figure is 
obtained by subtracting the State’s estimated urban population from the corresponding total. , 
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Table 2 : Projected Foodorains Demand, All-India 




Population 

(million) 

National 
Income 
(Revised 
Series at 
1960-61 
Prices) 
(rupees bil¬ 
lion) 

Per Per 

Capita Capita 
Income Demand 
(rupees/ (Kg/year) 
year) 

Aggregate 

Demand 

(million 

tonnes) 

1956-59 

Rural 

326.31 

_ 


165.2 

53.91 

(average) 

Urban 

77.19 

_ 

_ 

140 8 

10.87 


All-India 

403 50 

116.83 

289.5 

160 6 

64.78 

1968-69 

Rural 

420.93 

_ 

_ 

176 8 

74 42 


Urban 

106.21 



141 4 

15.02 


All-India 

527.14 

168.35 

319.4 

169.7 

89.44 

1973-74 

Rural 

469 64 

_ 


192.4 

90.36 


Urban 

125.91 

_ 

_ 

144.8 

18.23 


All-India 

595.55 

214.86 

360.8 

182.4 

108.52 

1978-79 

Rural 

518.81 

_ 


214.9 

111.49 


Urban 

146.84 


_ 

152.3 

22.36 


All-India 

665.65 

280,81 

421.8 

201.1 

133.85 

1983-84 

Rural 

555.23 

_ 

__ 

249.6 

138.59 


Urban 

169.07 

_ 

_ 

167.1 

28.25 


All-India 

724.30 

375.78 

518.8 

230.6 

166.84 


Notes: Population estimates arc as given in Table I. 


National Income is assumed to grow at the rale of 5.0, 5.5 and 6.0 
per cent per annum (compound) during 1969-74, 1974-79 and 1979-84, 
respectively. 

Regarding per capita demand, see footnotes 5 and 6. 

Aggregate demand has been calculated by multiplying per capita demand 
by population. 


Table 3 : State-wise Average Foowirains Consumption, 1956-59 



Index of Food- 

Per Capita Aggregate Consump- 


grains Con- 

Consumption tion (in million tonnes) 


sumption 

(in kg/year) 





(all-India 







1956-59 

-100) 







Rural 

Urban 

Rural 

Urban 

Ruial 

Urban 

Total 

North 







— 

Jammu and Kashmir 

Punjab and Haryana (including 

137.7 

128.5 

227.5 

180.9 

0.65 

0.10 

0 75 

iJelhi and Himachal Pradesh) 

95.2 

93.1 

157.3 

131 I 

2,33 

0.92 

3 25 

Rajasthan 

112.8 

111.9 

186 3 

157.5 

2.83 

0 48 

3.31 

Uttar Pradesh 

104.3 

102.4 

172.3 

144.2 

10 28 

1.27 

11.55 

Total 

East 

Assam (including Manipur, Tri¬ 
pura, NEFA, Nagaland and 
Bay Islands) 





16 09 

2.77 

18.86 


126,7 

130.0 

209.3 

183.0 

2.49 

0.19 

2.68 

Bihar 

113.9 

116.4 

188.2 

163.9 

7.40 

Oj59 

7.99 

Orissa 

87.9 

96.5 

145 2 

135.9 

2.20 

0.14 

2.34 

West Bengal 

123.2 

124.9 

203,5 

175.8 

4.58 

1.57 

6.15 

Total 





16.67 

2.49 

19.16 

West 

Gujarat (including Goa, Da- 








man, Diu, Dadra and Nagar 
.Haveli) 

85.2 

86.7 

140.7 

122.1 

2 02 

0.62 

2.64 

Madhya Pradesh 

96.2 

101.3 

158.9 

142.6 

4.02 

0.61 

4.63 

Maharashtra 

82.9 

85.7 

137.0 

120.7 

3.39 

1 37 

4 76 

Total 





9,43 

2.60 

12.03 

Soath 






Andhra Pradesh 

Kerala (including Arabian Is- 

95.6 

102.7 

157.9 

144 6 

4.40 

0.84 

5.24 

lands) 

71.6 

82.5 

118.3 

116.2 

1 55 

0.28 

1.83 

Mysore 

Tamil Nadu (including Pondi- 

89.6 

91.8 

148.0 

129.2 

2.49 

0.63 

3.12 

cherry) 

87.2 

95.2 

144.0 

134.0 

3.28 

1.26 

4.54 

Total 





11.72 

3.01 

14.73 

All-India 

100.0 

100.0 

165.2 

140.8 

53.91 

10.87 

64.78 


avfraRcd over tile years 1956-59 and 
adjusted for juices and pujjulalion baso 
adopted here." Since the NSS data do 
not jiroviile cousumjjtioii •■stimates sepa- 
ratelj- for the different Union Territories, 
it is assiiuied that the Union Territories 
are liki'ly to have the same dietary ha- 
hils as those in the State with which 
they .lie eliiii.itically homogeneous. 
Rased on tiiese indices, per capita con¬ 
sumption and aggregate consumption of 
ffMidgraiiis in the different .Stales during 
the base period 1956-.59 (average) were 
estiinateil and are .shown in Table 3. 
Per capita foodgrain consumption, rela¬ 
tive to the all-India average, was very 
high in Assam and Jammu and Kashmir 
and very low in Kerala. Consumption 
ill Bihar, Rajasthan, Uttar Pradesh, and 
West Bengal, were also higher than the 
all-India average. In tile high consum¬ 
ing States, both the niral and urban 
sectors generally consumed more than 
the eorresiionding all-India average. Re¬ 
verse trend was noticed in the low con¬ 
suming States. 

Demand estimates at tlie all-India 
level being known, one can use the 
huse-jieiiod .State-wise foodgrains ctm- 
siimption indices to determine the corres- 
jiondmg foodgiains recpiirements (or the 
future seals. However, foodgrains con- 
siinijitiou in tlie base period was not 
unitoini over the States. Evidently food- 
giams demand will grow at a slower 
late 111 the pieseiit high eonsumiiig States. 

\ reveise trend is expected in tho 
existing low-eorisuming States and, so 
far as foodgiains .as a whole are con- 
eerned, it would nol he unrealistic to 
expect in the long rnn the emergence 
ol a uniloim eonsuniptioii pattern for 
the dilfeiiait States. All this implies that 
the Sl.ate-wisi- liMulgrains eunsumption 
jiatteni, estimated tor the base period, 
ssill not leinaiii invariant over time. To 
deiive the State-Wise demand, the addi¬ 
tional inciease in aggregate foodgrains 
demand over the base period estirn.itcd 
at the all-lndia level, separately for the 
rural and urban sectors, is assumed here 
to he distiihuted over the different 
States’ niial and urban sectors in pro¬ 
portion to their corresponding increase 
in population. The additional increase in 
loodgraiiis demand in the different 
States’s ruial .mil uiban sectors, thus 
*-slmiated, aie added to their respc-ctive 
base consumption level m order to de¬ 
rive State-wis<' aggregate demands dur¬ 
ing 1968-69, 197.3-74, 1978-79 and 

1983-84 respectively. The results of the 
ealculation.s are shown in Table 4. 

Table 5 based on data cxillected In 
the NSS 17th round'" (draft) provides 
some insight on the commodity-wise 
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Tabli; 4 : Staw.-wisi. Agoruoatc Dfmand Ft)R Foodgrains 


(in m’lliji 


Rural 


Urban 


Total 



1%8 

1973 

1978 

1983 


-69 

-74 

-79 

-84 

North 

Jammu and Kashmir 

0.74 

0 81 

0,90 

1 00 

Punjab and Haryana (including Delhi 
and Himachal Pradesh) 

.5.90 

4 98 

6 44 

8 .. 34 

Rajasthan 

4 06 

5 04 

6 35 

8.13 

Uttar Pradesh 

13.72 

16 52 

20 02 

25 18 

Total 

22 42 

27 35 

33 91 

42 65 

Ea.st 

Assam (including Manipur, Tripura, 
NEFA, Nagiland and Bay Islands) 

3 49 

4.31 

5 46 

6.99 

Bill a. 

9 72 

II 60 

14 04 

17.48 

Ori3»a 

3.09 

3 80 

4 72 

5 98 

Wes Bengal 

6.43 

7 75 

9 50 

11.12 

Total 

22 73 

27.46 

33.82 

41.57 

West 

Gujarat (including Goa, Daman, Din. 
Dadra and Nagar Havcli) 

2.50 

3.10 

3 90 

4 89 

M.idhya Pradesh 

5 71 

7 02 

8 70 

11.08 

Maharashtra 

5 24 

6 42 

7,95 

9.86 

Total 

13.45 

16 54 

20 61 

25 83 

South 

Andhra Pradesh 

5 52 

6.51 

7 83 

9 54 

Kerala (including Arabian Islands) 

2 44 

3 16 

4 07 

5 30 

Mysore 

3 4S 

4 24 

5.25 

6.57 

Tamil Nadu (incliuhiig Pondicherry) 

4 38 

5 10 

6 00 

7 13 

Total 

15 82 

19 01 

23 15 

28 54 

All-India 

74 42 

90.36 

III 49 

138 59 


1968 

1973 

1978 

1983 

1968 

1973 

1978 

1983 

-69 

-74 

-79 

-84 

-69 

-74 

-79 

-84 

0 12 

0 13 

0 15 

0 18 

0 86 

0.94 

1 05 

1.18 

1 20 

1 55 

2 01 

2 65 

5 10 

6 53 

8.45 

10 99 

0.(.>4 

0 76 

0 91 

1 12 

4.70 

5,80 

7.26 

9 25 

1.71 

2 02 

2.43 

3 01 

15 43 

18 54 

22 45 

28,19 

3.67 

4 46 

5.50 

6 96 

26,09 

31 81 

.39.21 

49 61 


0 

27 

0 36 

0.46 

0 63 

3.76 

4.67 

5.92 

7.62 

0 

85 

1 07 

1 37 

1 80 

10.57 

12 67 

15 41 

19 28 

0 21 

0 26 

0 33 

0 44 

3.30 

4.06 

5.05 

6.42 

1 

99 

2.,36 

2.84 

3.53 

8 42 

10.11 

12.34 

14.65 

3 

32 

4.05 

5 00 

6.40 

26.05 

31 51 

38 72 

47.97 


I 28 

I 56 

1.9,3 

2 47 

3 78 

4.66 

5 8.3 

7..36 

0 86 

1.04 

1.28 

1.62 

6,57 

8 06 

10 04 

12.70 

1 85 

2.32 

2.90 

3.73 

7.09 

8.74 

10.85 

13.59 

3.99 

4.93 

6,11 

7 82 

17 44 

21 46 

26 72 

33.65 

I 26 

1 50 

1.79 


6.78 

8 01 

9 62 

11.76 

0 40 

0 49 

0 (>0 

0 75 

2 84 

3 65 

4.67 

6 05 

0 90 

1.10 

1 .36 

1 72 

4 38 

5.34 

6 61 

8.29 

1 48 

1 .71 

2 00 

2 .38 

5 86 

6 81 

8 00 

9 51 

4 04 

4 80 

5 75 

7 07 

19 86 

23.81 

28 90 

35 61 

5 02 

18 23 

22 36 

28 25 

89 44 

lOS 59 

133 .55 

166 84 


eoiiMiinptioii pattern ill tile iliifennt 
State's's iiii.tl and iiiliaii sretm. Hniadli. 
till’ Indian Slates lan In- dividid Jiiln 
lime e.ileiJn'ies aeeiiidiiii,' to then d.' - 
tail halnts 

(i) I’ledniinnantlv nee l atiiii; easlein 
States ill Assam, West Hencal and 
(Jiissa, the snnihi'iii .Stati's ol 
Aiidhia I’lailesh, Keiala iiid 
laiiiil Nadu, and J.niiimi and 
Kashiiin in the ninth. 

(n) Hasirall.i wheat eatim; iioilhein 
Slates ol Ihnijali, Il.uyan.i and 
Utlai Piadesh. 

(lii) Chijaial, Mahiiiaslitra. Mysnie 
and Rajastliaii wla-re nioie eoaise 
cereals uie consumed. 

Bihai and Madhya J’rade.sli fall as 
tiaiisitoiy States lioin Categoiy (i) to 
Catc'Koiy (n). 

AsMuiiiiiH; that Stalc-wisi dietary ha- 
Inth (Talile 5) leinain the same, and us¬ 
ing tlieii estimated loodgvaiiis demand 
as given in Table 4, Tables fi, 7. and 8, 
provide State-vvi.se aggregate rIeuiaiKl 
for rice, vvhi'al and all csTeals ir'spee- 
tively. As eeonoiuie development takes 
place it is likely that deiiKind for coat.a- 
cereals will decline and that lor rice 
and wheat inciease. These results can, 
therefore, be taken only as the lower 
limit for arriving at demand for rice 
and wheat. 

Demand estimate.s, thus far, cover 


nnb human needs A eonsidei .ibh- p.u I 
ol tiiodeiain iiiodnetion is also othei - 
w isi iisi d Ol wasted 'I'o .iiiive at total 
doinislii leiiiineiiiMils. oiii' must. Iheie 
loii- in.iki allow anei.- tin seed, lent, and 
w.isi.e.'e The eonventioi).il olIiei.il nn 
Ihod o to deihiet 12 .') pel eent lioni 
the gloss loodgiam jiiodiietion loi iis"s 
other Ih.m hniiian eonsiimption. Seve. il 
lese.iirh uoikiis h.ive ehallengi-d this 
ligiiie and their <'sliniates v.nv lioni 10 
to as high as 2.5 jiei einl.'t 

The I'Aiieit Committee nn losses tl 
looilgi.iins, .ippoinled h.v tin- (aiveinmenl 
ol India III 1960,'' e.vamiind in del.nl 
the loss siilleied ihiiing post-haivesf 
handliiijr and sloiage. Loss was dellin d 
liy the (aimmittee .is the lediietion in 
tooil siijiplv brought out either bv 'e 
dnetion m weiglit oi by deteiloratiiai 
between tun '.i.indhng.s—and, on thi 
wlinie, between lUiidiietinn .md eoii- 
simiption 'I'otiil loss foi the tbresiiing 
raid, transit. proeessing. rodents. in¬ 
serts and iiinistnie was estimated .if 
about 9.'J'3 1)1 I cent ol ,gloss jrroduelion. 

Till- iisii.il oHieial practice followed i.s 
to assume the lollowing peicr'iifages of 
gloss production tor seed and feed: rite 
(6..5 per cent), wheat (9 1 pel eent), 
jowai (4.fi IXT cent), bajra (7.1 pe-r cent), 
maize (8.8 per cent), gram (20.1 oer 
cent) and otlier pulses (10.0 per cent).’'' 
If vve retain these figures and assume 


,1 iimTiiiin 9 0 pci eent lediietinn lor 
the vaiiniis fiiotl eioji.s foi iiosl-hnivest 
.md stoi.ige losses then the crop-wise 
dis.ipjicaianee faetois would he appro- 
vini.ileK .Is lollows. liee 15.5 pel iciit, 
w h<’.it 18 I ))ei cent, eoaise ei'ieal.-i 
1.5.5 pel eeiil, .ill eeieals 10.0 jrii tint, 
jiiilsi s inehuhiig giani (14 0 per ei-nl, 
.md .ill loodgiaiiis 16 0 pi'i cent.’* 
I'sing lliese ihs.ipiie.uaiiee lactois, total 
dnniestie leiimieineiits, at llie all-India 
Icvil, III- esliinated on the assiirnptini) 
llial eiop-wise gloss pinduetioii eipial.s 
thmi icspeetive total domestic lecpiire- 
inenls '! he lesiilts ,ne .shown in 'I'.ible 
t) 

'I lie loiig-leiin piojeetioii made here 
sii.ggests th.it Indi.i must ineieasr- food- 
mam piodnelion at .i late ol ,-it least 
-Li jx i cent (loinpomid) iiei annum to 
meet onlv doniestie needs. In tact, pio- 
dnelion will have to mere.ise at a still 
higher lale if the fimuly planning prn- 
gr.mmie ol the (foveinineiit fails to pro¬ 
duce the mteiiiled impact ,A)'ain export 
pos.ibihties ai<- completely ('\ehided. 
lon.illy what is most iinpoitant. a ,to- 
ehaslic free giowth rate in loodgrain 
inodiietion is nssunied to meet dorinstir' 
i('(|uirements. Even so, the growth rale 
iK'cessaiy is niueh higher than what the 
country has recrrrdetl .so far. 

The task ahead is a challenge. How¬ 
ever, something liindamental and dyna 
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Tasi I! 5 : SrArt-wisL and CoMivJoDirv-wisE Consumption PArrcRN in Rural and Urban Areas 


(percentage to foodgrains consumed) 





Rural 





Urban 




Rice 

Wheat 

Coarse 

Cereals 

Pulses 

All 

Foodgrains 

Rice 

Wheat 

Coarse 

Cereals 

Pulses 

All 

Food- 

grains 

North 

Jaiiimu anil Kashmii 

55 52 

13 98 

26 17 

4 33 

100.00 

75.96 

17.07 

3,86 

3.11 

100,00 

Piinj.ib and H.iryana (including DjUii 
and Himachal Piaucsh) 

9 91 

53 58 

24 87 

11 64 

100 00 

5 20 

73.80 

7.18 

13.82 

100 00 

Rajasthan 

1 03 

15 71 

73 10 

9.56 

100 00 

3 21 

52 20 

30 62 

13 97 

100.00 

Uttar Pradesh 

24 53 

24 82 

34 01 

16.64 

100.00 

17.08 

52.91 

12.32 

17.69 

100.00 


East 

Assam fincluding Minipui', Tiipuru. 


NFI-A, N,igiland and Ray Isiandst 

92 80 

t 76 

0 11 

5 33 

100 00 

79.77 

10.01 

0.07 

10.15 

100.00 

Bihar 

58 75 

13 54 

15 16 

12.55 

100 00 

57 94 

27 30 

2.38 

12.38 

100.00 

Oriss.i 

88 72 

0 33 

5 12 

5.83 

100 00 

82 43 

7.14 

1 47 

8.96 

100.00 

West Rengul 

91 63 

2 55 

0 72 

5.10 

100.00 

72 69 

17.54 

0 14 

9.63 

100.00 

West 

Guiarat (including CJoa, Dam in. Dm, 
Dadru and N.igar ll.iveli) 

13 94 

13 19 

63.38 

9 49 

100 00 

19 44 

.39.86 

27.18 

13.52 

100.00 

M,idhva Praitesh 

37 48 

22 64 

28 53 

11 35 

100.00 

21 28 

52 02 

10 61 

16.09 

100.00 

Mahaiashtra 

21 39 

lAA 

61,69 

9.28 

100,00 

29.16 

24 87 

33.23 

12.74 

100,00 

South 

Andhra Ptadesh 

60.07 

0 28 

34 48 

5.17 

100.00 

74 31 

3 62 

12 43 

9.64 

100.00 

Keiiil.i (iiieluding Arabian Islands) 

94 86 

0 72 

0 19 

4.23 

100 00 

92 00 

1 56 

0.09 

6 35 

100.00 

Mysoie 

30 48 

2 66 

.59.35 

7.51 

100 00 

44.62 

7 06 

36 87 

11.45 

100 00 

Taind Nadu (meliuiing Pondicherry) 

66 91 

0.67 

26 71 

5.71 

100 00 

82.78 

1.94 

6 68 

8 60 

100 00 


niio iiml with lai -k .uliiiig I'oii.si’Cjut'iirf's 
has occnirod in the Intliaii agncultmal 
sc-i'iic III icci'iil ycais, anti has cicafi'd 
IJolciilial for an .iccoloiated growth in 
foodgrain piodinlioii. Wo will now 
l)iii-ll\ discuss the |)io.sj)cct ol iiicclin;' 
domestic i('()niiciiiciit in the contest of 
the leceiil clianuing scenaiio of Indian 
aglictlllllle. 

II 

Prospects of ‘Self-Sufficiency’ 
in Foodgrains 

The long-teiin iicrspeclivc, as visua¬ 
lised ill llie I 'oui til I' lvc-Viar I’lan 151, 
il acliieved, would push India’s food- 
grams production liom 91.0 niillian ton¬ 
nes III 19f),S f)9 to 107.2 inilliori tonnes 
in 19S0-81 Tins implies loughly a 5 
pel lent eoiiipoimd annual giowth rate, 
which Is neail\' donhlo that obtained 
during the Inst ihii'i’ I’lan petiods. In 
tact, I'rothiction dining the Foiiith I'lvc- 
) car I’lan is estimated to increase at a 
still highci i.itc —5.6 per cent (coin- 
pound) per annum. At the national 
levi-l, the prograinme was to make the 
coimtiv ‘sell-snllicieiit’ iii foodgrains hy 
J970-71.'-' 

This optiniisin. h.ised on intensive as 
opiiosod to the e.vtciisive agiicnlturc of 
e.iiher seats, has a solid loundation on 
the rcfcnt technological breakthrough 
with its distinctly visible effect on the 
countiy’s piodiiction. The ’New Agiicul- 
tural Stiategy’ introduced into the agvi- 


iiiltural .seciic since 1905 has ushered in 
a 'Green Revolution’ in India. The 
achievements during the last tiuee yeius 
(1907-70) are impressive enough 18, !f, 
fO, 111 to raise hopes of sclt-.siiflieieniv 
in foodgrains within a short period, if 
not liy 1970-71. 

Wliat marked a departure from the 
old ways was the seriousness and siii- 
eeiety with which the policy rceom- 
meiidatioiis weie translated into action. In 
the Miiniiier ol 1900, 18,000 tonnes of 
du al I wheat .seeds were imported fiom 
Mes'ito ,uid distributed to selected fai- 
meis w illi input support. Scarce foreign 
esebange was liberally released to iiii- 
1 ) 01 1 eheiuical ferlili.s<‘rs. Foreign capital 
participation vsas actively encouraged to 
step up domestic fertiliser production. 
A ‘pioilucer-oiientcd’ price pobey liegaii 
to lake .shape. The action programme was 
kept flexible; follow-up surveys weic 
made fiom season to season in order 
to gam experience and additional guide¬ 
lines. Simultaneously, other measures to 
sustain and create further potential 
ivere taken on a continuing basl.5. 
Ranks were nationalised (March 1970) 
and more- credit is now available to the' 
lamiers through the nationalised banks 
and eo-oix'ratives. Agricultural extension 
activities have become more production 
oriented than the generalised commu¬ 
nity development approach of earlier 
years. Agricultural re.scarch is now inten¬ 
sified, problem-oriented, and better co¬ 
ordinated. under tlw overall direction of 


a leoigaiiised Indian Council of Agricul¬ 
tural Research. Twelve Stale Agricul- 
liiial Universities have been established 
to jiiovide more and hotter research, 
edueatiim and extension. The proposal 
is to have one such agiicnltural univ-’r- 
sily ill each State. 

The peilorniaiuT of the New Strategy 
during the last three years is impres¬ 
sive enough to sugge# that the country 
IS well along the way toward achiev¬ 
ing a higher trend rate of foodgrains 
pioductioii. 'I'he potential of the high 
yielding varieties is favourable and the 
pioblems idi'iitifiable and correctable. If 
the irreseiit trend is any indication, the 
possibilities are likely to increase over 
time. However, there is now a big gap 
bciween perfonnance and the potentials 
cicaled bv the new agricultural strategy 
111]. Closing this gap itself will enable 
the couiiliy to attain a much higher 
giowth rate in production. 

During the last three years, 1967-70, 
the country witnessed a spectacular 
increase in wheat production. This 
was possible because of the readily 
available advanced wheat technology 
in the world which could be trans¬ 
planted directly into the Indian soil. 
Adaptive improvements, made by 
Indian researchers on the imported 
lecluiology, now provide enough con¬ 
fidence to meet the country’s demand 
for wheat. 

The performance is less spectacular 
in rice, which accounts for more than 
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Table 6 ; State-wise Agoreoate Demand tor Rice 
Rural Urban 


(in million tonnes) 
ToUl 


1968-69 1973-74 1978-79 1983-84 1968-69 1973-74 1978-79 1983-84 1968-69 1973-74 1978-79 1983-84 


North 

Jammu and Kashmir 

0.41 

0.45 

0.50 

0.56 

0 09 

0 10 

0 11 

0 14 

0.50 

0 55 

0 61 

0,70 

Punjab and Haryana 
(including Delhi and 
Himachal Pradesh 

0 39 

0 49 

0 M 

0.83 

0 06 

0 08 

0 10 

0 14 

0 45 

0.57 

0 74 

0 97 

Rajasthan 

0.07 

0 08 

0.10 

0.13 

0 02 

0 02 

0 03 

0 04 

0.09 

0.10 

0.13 

0.17 

Uttar Pradesh 

3.36 

4 05 

4.96 

6 18 

0.29 

0 35 

0 42 

0 51 

3.65 

4.40 

5 38 

6.69 

Total 

4.23 

5.07 

6.20 

7.70 

0.46 

0 55 

0 66 

0.83 

4 69 

5.62 

6.86 

8.53 

East 

Assam (including Mani¬ 
pur, Tripura, NEFA, 
Nagaland and Bay Is¬ 
lands) 

3 24 

4.00 

5 07 

6 49 

0 22 

0.29 

0 37 

0 50 

3 46 

4 29 

5 44 

6.99 

Bihar 

5.71 

6.82 

8 31 

10.27 

0 49 

0 62 

0.79 

1.04 

6 20 

7.44 

9 10 

11.31 

Orissa 

2 74 

3 37 

4 19 

5 31 

0.17 

0 21 

0 27 

0 36 

2 91 

3 58 

4.46 

5.67 

West Bengal 

5.89 

7.10 

8 70 

10 46 

1 45 

1 72 

2 06 

2 57 

1.2A 

8 82 

10 76 

13.03 

Total 

17,.58 

21.29 

26.27 

32 53 

2 33 

2 84 

3 49 

4 47 

19 91 

24 13 

29 76 

37.00 

West 

Gujarat (including Goa, 
Daman, Diu, Dadra 
and Nagar Havel i) 

0.35 

0 43 

0..54 

0 68 

0 25 

0 30 

0 38 

0 48 

0.60 

0.73 

0 92 

1.16 

Madhya Pradesh 

2 14 

2.63 

3 28 

4 15 

0 18 

0 22 

0 27 

0 34 

2 32 

2 85 

3 55 

4 49 

Maharashtra 

1.12 

1.37 

1 70 

2 11 

0 54 

0 68 

0 85 

1.09 

1 6(i 

2 05 

2 55 

3.20 

Total 

3.61 

4 43 

5.52 

6 94 

0.97 

1.20 

1 50 

1 .91 

4 58 

5 63 

7 02 

8.85 

South 

Andhra Pradesh 

3 32 

3 91 

4.70 

5 73 

0.94 

1 II 

1 33 

1 65 

4 26 

5 02 

6 03 

7.38 

Kerala (including Ara¬ 
bian Islands) 

2 .H 

3 IK) 

3 8<) 

5.03 

0 37 

0 45 

0 55 

1) 69 

2 68 

3.45 

4.41 

5.72 

Mysore 

1 06 

1 29 

1 60 

2 00 

0.40 

0 49 

0 61 

0 77 

1 46 

1 78 

2.21 

2.77 

Tamil Nadu (including 
Pondicherry) 

2 93 

3,41 

4 01 

4 77 

1 22 

1 42 

1 66 

1 97 

4 15 

4.83 

5 67 

6.74 

Total 

9.62 

11 61 

14 17 

17 53 

2 93 

3 47 

4 15 

5 08 

12 55 

IS 08 

18 32 

22.61 

All-India 

35.04 

42 40 

52 16 

64.70 

6 69 

8 06 

9 80 

12 29 

41 73 

50 46 

61 96 

76.99 

40 per cent of the country’s 

total 

Sen [12) 

points out that 

“even if all the 

VMdely 

talked 

of giowtli rate 

for 


loodgrains production. Unlike wheat, surface and ground water potential in Indui's fuluic foodgrains production is 
imported technology is unlikely to the country is exploited (and this may now initnd on the lu-at iiuiiiIht, 'S’, 


provide a way for increasing rice pro- take about three decades), only 82 notoriously known among the stali.sti- 

duction as its success depends on million hectares will get assured irri- nans fir its biascdncss. It is probably 

many environmental factors. More- gation throughout the yeai. Thus, out too early to speak with exactitude 

over, sophisticated managerial .skill of a total of 194 million hectares of about the long-run growth in food- 

is involved in its production pio- cultivable area in the country, about grains production based on recent 

cess. Indian breeders are still slrug- 112 million hectares will continue to achievements obtained through the new 

gling to evolve suitable strains of rice depend wholly and another 20 to 30 strategy. Undoubtedly, the new strategy 

for dilTerent soil-climatic regions of the million hectares partly on rainfall." holds sulTicicnt promise for solving 

country. With the recent introduction With this somewhat disturbing pros- India’s food problem; whether :t 

of some high-yielding varieties of rice pect for water supply, it is evident can actually provide the solution will 

and the possibility of further break- that water management must receive depend upon many ‘ifs’. 

through in evolving new strains, one more emphasis. 


can, however, hope for an adequate 
rice supply in the future. 

The most important factor, however, 
which will influence the future growth 
rate in foodgrains production in India 
is prtibably the very key variable, t;tz, 
water supply. In most parts of the 
country, the natural supply of water. 


The debp.e on Indian agriculture is 
now focused on the new strategy and 
its potentials to provide a long-term 
solution tc' the country’s food pro¬ 
blem. Opinion about the future has 
varied from one of continuing food 
shortages to one of a comfortable 
situation of excess supplies and the 


III 

Regional Growths in Production 
under Self-Sufficiency Assumption 
at the All-India Level 

We have mentioned at the very beg¬ 
inning that, in the final analysis, the 
long-run growth rates in the production 


in the form of rain and river waters, possibilities of earning foreign exchange of individual crops under foodgrains 


is neither dependable nor adequate, through exports of farm surpluses. The will be limited by their effective 
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Table 7 : State-wise Aggregate Demand for Wheat 

(in million tonnes) 


Rural Urban Total 



1968-69 

1973-74 

1978-79 

1983-84 

1968-69 

1973-74 

1978-79 

1983-84 

1968-69 

1973-74 

1978-79 

1983-84 

North 

Jammu and Kashmir 

0.10 

0.11 

0.13 

0.14 

0 02 

0.02 

0.03 

0 03 

0.12 

0.13 

0.16 

0.17 

Punjab and Haryana (in¬ 
cluding Delhi and Hi¬ 
machal Pradesh) 

2,09 

2 67 

3 45 

4,47 

0 89 

1 14 

1 48 

1.96 

2 98 

3.81 

4 93 

6 43 

Rajasthan 

0 64 

0 79 

1.00 

1 28 

0 33 

0 40 

0.48 

0 58 

0.97 

1.19 

1.48 

1.86 

Uttar Pradesh 

3 41 

4.10 

5.02 

6.25 

0 90 

1 07 

1.59 

1 59 

4.31 

5.17 

6.31 

7.84 

Total 

6.24 

7.67 

9.60 

12 14 

2.14 

2.63 

3 28 

4.16 

8 38 

10.30 

12.88 

16.30 


East 


Assam (including Mtni- 
pur, Tripura, NEFA, 
Nagaland and Bay Is¬ 
lands) 

0.06 

0 08 

0 10 

0.12 

0.03 

0.04 

0 05 

0.06 

0.09 

0.12 

0.15 

0.18 

Bihar 

1.32 

1.57 

1.91 

2 37 

0.23 

0.29 

0 37 

0 49 

1 55 

1 86 

2.28 

2.86 

Orissa 

0 01 

0 01 

0.02 

0.02 

0 01 

0.02 

0 02 

0 03 

0 02 

0.03 

0.04 

0.05 

West Bengal 

0 16 

0 20 

0.24 

0 28 

0 35 

0.41 

0.50 

0 62 

0 51 

0 61 

0.74 

0.90 

Total 

1.55 

1 86 

2 27 

2.79 

0 62 

0 76 

0 94 

1 20 

2. 17 

2 62 

3.21 

3.99 


West 

Gujarat (incimling Goa, 
Daman, Diu, Dailra 


and Nagar Havel i) 

0 33 

0.41 

0 51 

0.f4 

0.51 

0 62 

0 77 

0 98 

0 84 

1.03 

I 28 

1.62 

Madhya Pradesh 

1 29 

1.59 

1 98 

2.51 

0.45 

0.54 

0,67 

0 84 

1 .74 

2.13 

2 65 

3.35 

Maharashtra 

0 40 

0.49 

0.61 

0.75 

0 46 

0.58 

0 72 

0 93 

0.86 

1.07 

1.33 

1.68 

Total 

2 02 

2 49 

3.10 

3 90 

1 42 

1 74 

2.16 

2.75 

3.44 

4 23 

5 26 

6.65 

South 

Andhra Prailcsh 

0 01 

0 02 

0.02 

0.03 

0.05 

0.05 

0,06 

0.08 

0 06 

0 07 

0 08 

0.11 

Kerala (including Ara- 

bian Islands) 

0 02 

0 02 

0 03 

0 04 

0.01 

0 01 

0 01 

0.01 

0,03 

0 03 

0.04 

0.05 

Mysore 

0 09 

0.11 

0.14 

0 17 

0.06 

0.08 

0,10 

0.12 

0 15 

0.19 

0.24 

0.29 

Tamil Nadu (including 

Pondicherry) 

0 03 

0.03 

0 04 

0 05 

0.03 

0.03 

0 04 

0 05 

0 06 

0.06 

0.08 

0.10 

Total 

0 15 

0.18 

0 23 

0 29 

0.15 

0.17 

0 21 

0.26 

0.30 

0.35 

0.44 

0.55 

All- India 

9 96 

12 20 

15 20 

19.12 

4 33 

5 30 

6.59 

8 37 

14 29 

17.50 

21.79 

27.49 

demand. If each Slate 

1 in India is 

Slates 

Is essentially a 

foodgrains 

pro- 

tensive 

cultivation. 

The high-yiclding 


considered as a sovereign and indepen- blem. Towards this end, each State varieties provide this opportunity 
dent country, then the State-wise in India produces foodgrains; in fact, through intensive exploitation of land, 
long-run giowlh rates in produclion .1 major part of the agricultural pro- water, leitihsei anti otlui inputs. The 

should also follow the .same pattern. duction in each Stale of India is made technical skill involved in the cultiva- 

However, this is not the political map up of foodgrains. Unless there is a tion of high-yiclding varieties is at pre- 

of the Indian sub-continent: the States dramatic change in food habits (which sent uneven among the cultivators, 

arc united to form one country. Thus, is very unlikely) this trend will con- both between and within the States, 

at the all-lndia level, while the long- linue. It is, therefore, reasonable to With the passage of time, this situation 

run growth in production will be assume that, in the future, each State is likely to even out to a large extent, 

limited by clfcctive demand. State-wise will continue to produce foodgrains. However, water being an important 

production of individual crops under Production in each State is, however, factor for the new technology, the 

foodgrains will grow according to a function of land, labour, capital, growth m irrigated acreage among the 

comparative advantages and disadvant- human skill, inacro-ecological condi- States will be the final limiting and 

ages. Suppo.se that, at the all-India lions, and a host of other factors. In shaping force for long-run regional 

level, ihe country is self-sufficient, in the long run, some of these factors growth rates. 

that, domestic production of individual will evidently appear as constraints on The experience of the last three years 

crops under foodgrains equals their the production surface and limit fur- (1967-70) indicates that, although the 

respective ellective demands. Then. thcr growth in production. The Green Revolution is perceptible in all 

under the .sclf-sunicicncy assumption, relative share of the different States in the States of India, the adoption of 

the long-run production growth rates the country’s total future foodgrains new technology and consequent pro¬ 
of individual crops at the all-India production will, therefore, depend on duction increase is generally high in 

level are pre-determined. Given the exploitation, to the extent possible, of the present high-growth generating 

all-Indi.i growth rates in production, the various factors of production. States. This is made potisible by the 

what will be the corresponding long-run Since the scope for increasing the already existing large irrigation facili- 
rcgional growth rates? Will it follow land ba.se is now limited in all the ties in these States. The approximate 
the past pattern? States, any increase in future produc- distribution of unexploited Irrigation 

The food problem in Ihe different tion must necessarily come through in- potential in the country raitges from 
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0.58 per cent in Jammu and Kashmir by their future relative prices and 
to 18.48 per cent in Uttar Pradesh gains in productivity. The new techno- 
(T^ble 11). The present high-growth logy has proved beyond doubt higher 
generating States are already utilising- yield potential for wheat, and with 

further breakthrough in rice produc- 


potentiai. Ba.sed on current knowledge 
and existing technology, it appears that 
tlieso high-growth gciifrating States ,ti 
fast approaching a technological pla¬ 
teau. On the other hand. States like Ut¬ 
tar Pradesh, Madhya Pradesh, Andhra 
Pradesh and Bihar have sufficient 

water resources to be yet tapped. If 
we assume that. State-wise, the future 
increase in foodgrain production will 
be proportional to their respective in¬ 
creases in irrigated acreages (which in 
turn will be proportional to their un¬ 
exploited irrigation potential) then the 
regional growth rates in foodgrain pro¬ 
duction. estimated for between 1952-5* 
and 1964-65, are likely to undergo 
dramatic changes in the future. 

The future acreages under different 
food crops will be largely determined 


tion it is likely that the.se two superior 
grams will cover an increasing acreage 
under cereals. 

Such changes are already visible. For 
instance, some of the eastern and 
southern States of India now produce 
wheat contrary to earlier custom. How¬ 
ever insignificant such transfer may be 
to the country's total wheat produc¬ 
tion, the quc.stion is whether these 
trends recently noticed are likely to 
incicase over time. For example, will 
Tamil Nadu change from a primary 
rice-growing area to a wheat-growing 
State? We feel that such attempts will 
have onlv short half-lives; the influence 
of macro-ecological factors will limit 
such attempts to the minimum. 

The geographical concentration and 
specialisation of production is largely 
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influenced by th% macro-ecological 
factors. Variables other than macro* 
ecological can introduce a dynamic 
clement in the production pattern of a 
region. However, they arc unstable. In 
contrast, the macro-ecological charac* 
teristics of an area are practically sta¬ 
ble over a long period of time. In the 
long run, the macro-ecological factors 
will force the farm-firms of an area to 
choose, from among many production 
alternatives, one or a combination of 
some. The past foodgrains production 
pattern in the different States was an 
outgrowth of these macro-ecological 
conditions. Future changes are likely to 
be consistent with this pattern; pro¬ 
bably, the new technology will intensify 
the specialisation. 

Following the above arguments, an 
attempt is made here to project State- 
wise production of individual crops 
under foodgrains. It is assumed that, 
at the all-India level, production of 
different crops under foodgrains equal 


Tabie 8 : Si'ATi.-wisi Agorcoati-Demand eor All Cereals 


(in million tonnes) 

Rur.il Urb.ui Total 


1968-60 197.1-74 1978-79 1983-84 1968-69 1973-74 1978-79 1983-84 1968-69 1973-74 1978-79 1983-84 


North 

Jammu and Kashmir 
Punjab and Haryana (in¬ 
cluding Delhi and Hi¬ 
machal Pradesh 
Rajasthan 
Uttar Pradesh 

Total 


East 

Assam (including Tri¬ 
pura, M.impur, N.'i- 
giland, NEFA and 
Bay Islands) 

Bihar 

Oris«a 

West Bengal 

Tctal 

West 

Gujarat (including Goa, 
Daman, Diu, Oailra 
and Nagar Havel i) 
Madhya Pradesh 
Maharashtra 

Total 

South 

Andhra Pradesh 
Kerala (including Ara¬ 
bian Islands) 

Mysore 

Tamil Nadu (including 
Pondicherry) 

Total 

All-India 


0.71 

0 77 

0 86 

0 96 

0 II 

0. 12 

0 14 

0 17 

0 82 

0.89 

1.00 

1.13 

3 45 

4 40 

5 69 

7 37 

1 03 

1 ..34 

1 73 

2 28 

4.48 

5 74 

7.42 

9.65 

3 67 

4.56 

5 74 

7 35 

0 55 

0 65 

0 78 

0 96 

4 22 

5 21 

6 52 

8.31 

II 44 

13 77 

16 86 

20 99 

I 41 

J .66 

2 00 

2 48 

12 85 

15 43 

18,86 

23.47 

19 27 

23 50 

29 15 

36 67 

3 10 

3 77 

4.65 

5.89 

22.37 

27.27 

33.80 

42.56 


3.30 

4 08 

5 17 

6 62 

0.24 

0.32 

0 41 

0.57 

3 54 

4.40 

5.58 

7.19 

8 50 

10 14 

12 36 

15 29 

0 74 

0 94 

1 20 

1.58 

9 24 

11.08 

13.56 

16.87 

2 91 

3 58 

4 44 

5 63 

0 19 

0 24 

0 .30 

0.40 

3 10 

3.82 

4.74 

6.03 

6 10 

7 35 

9.02 

10 55 

1 80 

2.13 

2 57 

3 19 

7 90 

9 48 

11.59 

13.74 

20 81 

25 15 

.30 99 

38 09 

2 97 

3 63 

4.48 

5.74 

23 78 

28.78 

35.47 

43.83 


2 26 

2 80 

3 53 

4 42 

1 n 

1 35 

1 .67 

2 14 

3 37 

4-15 

5.20 

6.56 

5.06 

6.22 

7.77 

9.82 

0.72 

0.87 

1 07 

1 36 

5.78 

7.09 

8.84 

11.18 

4 75 

5 82 

7,21 

8.94 

1.61 

2 02 

2 53 

3.25 

6 36 

7 84 

9.74 

12.19 

12 07 

14 84 

18.51 

23 18 

3 44 

4.24 

5.27 

6.75 

15 51 

19.08 

23.78 

29.93 

5 23 

6 17 

7 42 

9 05 

1.14 

1.36 

1.62 

2 00 

6.37 

7.53 

9.04 

11.OS 

2 34 

3 03 

3 90 

5.08 

0 37 

0 46 

0 56 

0.70 

2.71 

3.49 

4.46 

5.78 

3 22 

3.92 

4.86 

6 08 

0.80 

0.97 

I 20 

1 52 

4 02 

4.89 

6.06 

7.60 

4.13 

4 81 

5.66 

6.72 

1.35 

1.56 

1.83 

2.18 

5.48 

6.37 

7.49 

8.90 

14 92 

17.93 

21.84 

26.93 

3.66 

4.35 

5.21 

6.40 

18.58 

22.28 

27.05 

33.33 

67.07 

81.42 

100.49 

124.87 

13.17 

15.99 

19.61 

24.78 

80.24 

97.41 

120.10 

149.65 
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Table 9 : TrfrAL RtQUtREMENis of Diff-erent Foodorains, All-India 

' (in millioil tonnes) 


Average Annual 
1968-69 1973-74 1978-79 1983-84 Compound Growth 

Rate (calculated 
from 1968-69 level) 


Rice 


For Human Comumption 

41.73 

50 46 

61 96 

76.99 


Seed, Feed, and Waste 

7 65 

9 26 

II 36 

14.12 


ToUil 

49 38 

59 72 

73 32 

91 11 

4,17 

Wheal 

For Human Coiisumpiion 

14 29 

17 50 

21.79 

27 49 


Seed, Feed and Waste 

3 16 

3 87 

4.81 

6.07 


Total 

17 45 

21 37 

26 60 

33.56 

4 46 

AU cereals 

For Human Consumption 

80 24 

97 41 

120 10 

149.65 


Seed, Feed anil Waste 

15 28 

18 55 

22 88 

28 50 


Total 

95.52 

115 96 

142 98 

178 15 

4 24 

All foodgrains 

For Hunun Coiisuniptiou 

89 44 

108 59 

133 55 

166 84 


Seed, I'Ced and W.iste 

17 04 

20 68 

25 44 

31 78 


Total 

106 48 

129 27 

1.58 99 

198 62 

4.24 


their rcspeclive effective demand as 
given in Table 9. Also, since the 
weather was below normal m 1968-69, 
the base-year for calculation here, an 
adjusted normal-weather all-India food- 
grains pioduction estimate of 98.80 
million tonnes"' was used instead of 
the recorded official estimate of 94.01 
million tonnes. Using the State-wise 
average production ol different crops 
in 1967-69 as weights," the distribu¬ 
tion and composition of the normal 
weather fuod.grains production foi 
1968-69 over the different Stales arc 
estimated and shown in Table 10. 

Some interesting obsertations can 
be made from this Table. All the State.s 
in India produce both cereals and pul¬ 
ses. The States which occupy relatively 
higher position in the country’s total 
cereals production also occupy higher 
position in the countly's total pulses 
inodiiclion. I’liKi's .no inlci-ciopi'cd 
with ceieals in all the Stales, fncre.ise 
in cereals, production in any State is, 
therefore, likely to increase its pul.scs 
production too. In other vvords, 
growth in the production of food- 
grains as a whole and cereals as a 
group in the different Slates will be 
influenced h\ the same factor which, 
as, pointed out earhei, will be the 
growth in the .State-wise irrigated ac¬ 
reages. 

State-wise projections, for foodgrains 
as a whole and cereals as a gioup. arc 
first made on the assumption that the 
additional increase in iirigated acreage 
and in all foodgrains oi all cereals pio¬ 
duction, anticipated at the all-India 
level at the end of 1973-74, 1978-79. 
and 1983-84, respectively, over the 


1968-69 level, are distributed over the 
Slates in proportion to the State-wise 
distribution of present unexploited 
iirigation potential in the country. The 
Slate-wi.se pioduction increments, thus 
estimated, are added to their respec¬ 
tive 1968-69 normal weather prtiduc- 
iion levels to determine their absolute 
levels of production at the end of 
197 5-74, 1978-79 and 1983-84. The re¬ 
sults are shown in Table 11. 

Some very interesting results follow. 
The long-run growth rate in foodgrains 
production in Tamil Nadu, currently 
holding the top rank among the States 
IS very much down and is pushed to 
the bottom. Andhra Pradesh and Guja¬ 
rat which recorded medium growth 
rales in the past improve performance 
considerably to occupy first and .second 
places, respectively. Assam and Uttar 
Pradesh, from their present ranks oi 
fourteenth and thirteenth move up to 
filth and sixth places, respectively. Di¬ 
vision-wise production estimates shown 
in Table 11 suggest that the foodgrains 
production, during 1968-69 to 1983-84, 
will grow at an average annual com¬ 
pound rale of 4.41 per cent in the 
Ninth, per i-ent in the East, S.ffff ix'r 
cent in the West, and 5.01 per et-nt in 
the South. Simihu results are also obtiim- 
ed in State-wise growths in cereals pro¬ 
duction and given in Table II. 

A similar method cannot be used 
for c.stimating Statc-wi.se production of 
different crops under cereals. The 
growth in irrigated acreage will not 
have uniform effects in the State-wise 
production of different crops under 
cereals; macro-ecological variables will 
enter as constraints in the State-wise 


cereal production pattern. 

The 1968-69 State-wise cereals pro¬ 
duction patterns are expressions of 
macro-ecological factors. One possibility 
is to assume that the State-wise future 
production patterns will remain as ob¬ 
tained in 1968-69. In that event, self- 
sufficiency will not be attained for all 
items under foodgrains. Rice will be 
in short supply, and more wheat and 
coarse cereals will be available than 
necessary. Demand pressure will com¬ 
pel the States to produce more of rice 
and less of wheat and coarse cereals 
— subject, of course, to regional 
marco-ecological limitations. 

Obviously, the State-wise future 
cereals production patterns will have 
some consistency with the present. 
For the present work, it is assumed 
that, the weights of different crops in 
each State’s total cereals production 
will increase proportionately — sub¬ 
ject to certain constraints. More pre¬ 
cisely, if Wj” is the weight of the 
ih 

crop in the i State’s total cereafs 
production then for the year "t” it is 
assumed that 

t to 

Wjj -= Kj Wjj for all i and a 
given j 

subject to the conditions 

I t 

(i) 5 Wjj Pj^. - Pj for all j 
i 

t 

(ii) Sw,j= 100 for all i, and 
t 

(iii) 0 Wjj ^ 100 for all i and j 
t th 

where p,c is the i Slate’s csti- 

t 

mated total cereals production and P 

j 

th 

is the production of the j crop in 
war t anticipated at the all-liidia 
level for attaining self-sufficiency in it. 

t th 

If w,j equals 100, than the i 

th 

Stale will produce only the j crop 
under cereals - - an extreme case of 
optimum specialisation of production 
under marco-ecological conditions. Sub¬ 
ject to the above restrictions, some of 
t 

the w,j s can be kept fixed at pre-as- 
signi'd levels, 11 tbi're are a pri<jri rea- 

t 

.sons to do so. The values of Wjj s can 
be easily computed by successive itera¬ 
tion. 

For the present work, the cereals 
group in each State is divided into 
three categories — rice, wheat, and 
coarse cereals (j running from 1 to 3). 
Determination of optimum weights 
for rice and wheat will, therefore, 
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Table 10 : State-wqe Normal Weather Production ov Different Crops under Foodorains in 1968-69 



Estimated Production 
(million tonnes) 

Production of Different Crops under Cereals 
(Percentage to all cereals production in the State)* 


All Foodgrains 

All Cereals 

Rice 

Wheat 

All (Cereals 

North 

Jammu and Kashmir 

0.93 

0.89 

44.82 

20.59 

100.00 

Puqjab and Haryana (including Delhi and 
Himachal Pradesh) 

10.83 

9.38 

9.13 

63.62 

100.00 

Rajasthan 

5.54 

4.30 

18.53 

30 31 

100.00 

Uttar Pradesh 

17.28 

13.84 

23.33 

45.01 

100.Ou 

Total 

34.58 

28.41 

16.08 

48.15 

100.00 

East 

Assam (including Manipur, Tripura, NEFA, 
Nagaland and Bay Islands) 

2.92 

2 88 

98.80 

0.15 

100.00 

Bihar 

9 14 

7.94 

64.63 

14.29 

100.00 

Orissa 

5.10 

4.71 

93.67 

0.36 

100.00 

West Bengal 

6 74 

6.28 

95 26 

0 57 

100.00 

Total 

23.90 

21.81 

84.27 

6 97 

100.00 

West 

Gujarat (including Goa, Daman, Diu, 
Dadra and Nagar Haveli) 

3.05 

2.90 

15.04 

23 81 

100.00 

Madhya Pradesh 

10.29 

8.56 

37.82 

23.74 

100.00 

Maharashtra 

7.32 

6.43 

22.83 

6.42 

100.00 

Total 

20.66 

17.89 

28.79 

17.50 

100.00 

South 

Andhra Pradesh 

7.33 

7.05 

66.75 

0.04 

100.00 

Kerala (including Arabian Islands) 

1.35 

1.33 

99.17 

— 

100.00 

Mysore 

5.08 

4.69 

42.32 

3.27 

100.00 

Tamil Nadu (including Pondicheriy) 

5.90 

5.80 

73.51 

0.01 

100.00 

Total 

19.66 

18.87 

65.02 

0.08 

100.00 

All-india 

98.80 

86.98 

47.22 

20.87 

100.00 


Now. The weight of the coarse cereals in each State is 100 (weights for rice and wheat). 


automatically determine the optimum 
weight for coarse cereals. (For each 
State it will be 100 minus optimum 
weights for rice and wheat.) Ai.so, as 
there is no information available re¬ 
garding the future cereals production 
pattern of any State, the weights are 
allowed to take the extreme values of 
0 and 100. 

The estimated State-wise rice and 
wheat production pattern and the 
corresponding absolute production for 
attaining self-sufficiency in these two 
crops at the all-India level for 1973-74, 
1978-79, and 1983-84, are shown in 
Tables 12 and 13. Since the State-wise 
estimated production of rice, wheat 
and all cereals are derived on the as¬ 
sumption of overall self-sufficiency 
State-wise coarse cereals production 
(which for each State is the estimated 
total cereals production minus the 
total of estimated rice and wheat pro¬ 
duction) will also obviously add up to 
make the country self-sufficient in it. 
The system is thus closed at the all- 
India level, in that, overall domestic 
production of each item under food- 
grains equals its corresponding domes¬ 
tic requirement. 


IV 

Future Problems in Food 
Management 

The State-wise demand and supply 
estimates being known, one can now 
examine the various aspects of the food 
management problems. Assume, first, 
that demand and supply estimates are 
known with certainty; that they do not 
include any stochastic component. At 
the all-India level, the country is self- 
sufficient on all Items under food- 
grains. Whatet'er is produced is con¬ 
sumed, and there i$ no carry-over 
stock. Nor is there any need for carry¬ 
over stock, since domestic production 
is iust sufficient to meet the needs, 
with an absolute guarantee. Thus, no 
problem exists at the all-India level. 

However, there are problems, rather 
serious ones, at the regional level. 
Though the country, at the national 
level, is self-sufficient, the States, in¬ 
dividually, are either surplus or defi¬ 
cit. The magnitude of these imbalances 
are of serious nature, as can be seen 
from Table 14, requiring careful 
management to ensure stability. Two 
extreme situations are obtained from 


the Northern and Eastern regions of 
the country. During the next 15 years, 
the Northern region will remain sur¬ 
plus on all items under foodgrains 
while the Eastern region will record 
completely reverse trends. The West¬ 
ern region will remain surplus on all 
items except wheat while the Southern 
regu.n will become deficit on all items 
except rice. Within each region again, 
there are imbalances; some States are 
surplus and some deficit on some items 
under foodgrains. Rice deficit in the 
Eastern region will be equal to the 
corresponding surplus of the three 
other regions; similarly, wheat .surplus 
of the Northern region will equal the 
deficits of three other regions. For 
cereals as a group and foodgrains as a 
whole, the total surpluses from the 
Northern and Western regions equal 
corresponding total deficits of the 
Eastern and Southern regions 
Whe n inter-State trade is free, grain 
will move from a surplus State, say A, 
to deficit State, say B, if price Pj, per 
unit in the State B is greater than 
price Pg in the State A plus the cost 
of transporting one unit from the State 
A to State B. A certain degree of 
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Table 13 ; State-wise Estimated Probuction of Rice and Wheat 


(in million tonnes) 


Rice 


Wheat 


North 

Jammu and Kashmir 

Punjab and Haryana (includins Delhi and 
Himachal Pradesh) 

Rajasthan 
Uttar Pradesh 
Total 


Assam (including Manipur, Tripura, NEFA, 
Nagaland and Bay Islands) 

Bihar 
Orissa 
West Bengal 

Total 


Gujarat (including Goa. Daman, Diu, Dad- 
ra and Nagar Havel i) 

Madhya Pradesh 
Maharashtra 

Total 


South 

Andhra Pradesh , , , 

Kerala (including Arabian Islands) 
Mysore 

Tamil Nadu (including Pondicherry) 
Total 


All-Indiu 


1968-69 1973-74 


0.40 0.53 

0 86 1.18 

0.80 1.24 

3,23 5.07 

5.29 8.02 


2.84 3.80 
5.13 7.75 
4.41 5.83 
5.98 7.79 

18.36 25.17 


0,44 0.77 
3.24 5.40 
1.47 2.13 

5.15 8.30 


4 71 8.25 
1.32 1.91 
1.98 2.86 
4.26 5 21 

12.27 18.23 
41.07 59 72 


1978-79 1983-84 


0 62 

0.72 

1.38 

1.63 

1.56 

1.97 

6.40 

8.15 

9.96 

12.47 


4.67 

5.79 

9.57 

11.96 

6.88 

8.25 

9.19 

11.02 

30.31 

37.02 


1.02 

1.36 

7.02 

9.14 

2.57 

3.16 

10.61 

13.66 

10.98 

14.56 

2.45 

3 15 

3.44 

4 20 

5.57 

6.05 

22.44 

27 96 

73.32 

91.11 


1968-69 1973-74 


0.18 

0.19 

5.97 

6.40 

1.30 

1.58 

6.23 

7.63 

13.68 

15.80 


Neg 

— 

1.13 

1.34 

0 02 

— 

0.04 

— 

1.19 

1.34 


0.69 

0.95 

2.03 

2.64 

0.41 

0.47 

3.13 

4.06 

Neg 

Neg 

0.15 

0.17 

Neg 

Neg 

0.15 

0.17 

18.15 

21.37 


1978-79 1983-84 


0.22 

0.26 

7.52 

2.00 

9.69 

9.01 

2.55 

12.44 

19.43 

24.26 

1.66 

2.09 

1.66 

2.09 

1.27 

3.46 

0.57 

1 70 
4.54 
0.70 

5.30 

6.94 

Neg 

0.01 

0.21 

Neg 

0.26 

Nog 

0.21 

0.27 

26.60 

33.56 


(i.uKloin Hiictiiatioiis aioiincl 
a specified mean) 

Pj =- population 
and Vf = per capita stock 
Thus, price = I'( ,W(). Current 

price is known with certainly but next 
year’s price is uncertain and subject 
to a random fluctuation due to the 
variable z,. One can, therefore, speak 
with some probability about next 
ycar’.s price. 

Since the Government’s aim is to 
stabilise prices, it enters the market as 
a buyer. It can, however, purchase that 
amount for which the sociaj cost equals 
social benefit. The criteria on which to 
evaluate the social cost and benefit 
for ensuring price stability in the 
market is itself a difficult question to 
answer. The cost of storing and the 
interest rate on working capital tied 
up in the stored grain together will 
have to weigh against the social bene¬ 
fit that will accrue. 
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Notes 

1 This corresponds to the 'medium* 
projection made by the Expert Com¬ 
mittee set up by the Planning Com¬ 
mission. The Expert Committee's 
medium projection overshot by 14 
million the actual population reveal¬ 
ed by the re^ntly conducted 1971 
census [2], There are, however, seve¬ 
ral good reasons to suspect the pro¬ 
visional population estimate thrown 
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table 14; STATE-WOE Imbalances in Different Crow under Foodorains* * 


(Surplus (+) or deficit (—) in million tonnes) 




1973-74 






1978-79 






1983-84 




Rice 

Wheat 


All 

All 

Rice 

Wheat 


All 


All 

Rice 

Wheat 

All 


All 



Cereals 

Food- 





Cereals 

Food- 





Cereals 

Food- 






grains 







grains 






grains 

North 






















Jammu and Kashmir 

—0.12 

+ 0.03 

— 

0.01 - 

— 

0.01 

_ 

0.10 

+ 

0.02 

-1 

0.02 

-I- 

0.03 

. 

0.11 

+ 0.05 

( 0.08 

+ 

0,11 

Punjab and Haryana (in- 

















eluding Delhi and Hi- 






















machal Pradesh) 

10.51 

1 1.75 

1- 

4.57 

+ 

5.18 


0.50 

i 

1.50 

+ 

4 45 


4 97 

+ 0.48 

+ 

1.16 

-1 4,24 

+ 

4.71 

Rajasthan 

11.12 

-I 0.13 

— 

0.30 

+ 

0.32 

1 

1.41 

h 

0.19 


0.36 

+ 

0 23 

f- 

1.77 

-f 

0.28 

— 0.55 


0.05 

Uttar Pradesh 

—0.14 

+ 1.32 

+ 

0.83 

i- 

0.85 

+ 

0.03 

+ 

1.99 

-1 

1.75 

1- 

1.68 

1- 

0.23 

+ 

2.86 

+ 2.76 

-i- 

2.17 

Total 

-fl.37 

+ 3.23 

f 

5.09 

+ 

6.34 

+ 

1.84 

+ 

3.70 

+ 

5.86 


6 91 

-1 

2.37 

+ 

4.35 

+ 6.53 

+ 

7.04 

East 

Assam (including Mani- 






















pur, Tripura, NEFA, 
Nagaland and Bay Is- 






















lands) 

—1.28 

-- 0.15 

— 

1.44 

— 

1.66 

— 

1.77 

— 

0.18 


1.97 

— 

2.21 

— 

2.48 

— 

0.22 

— 2.77 

— 

2.97 

Bihar 

--1.05 

— 0.93 

— 

2.60 

— 

3.16 


1.20 


1.12 

— 

3 08 

_ 

3.71 

_ 

1.42 


1.40 

- 3.81 


4.70 

Orissa 

-1-1.59 

— 0.04 

•1 

1 28 

1- 

1.45 

+ 

1.60 

— 

0,05 

+ 

1 24 

+ 

1 43 

+ 

1.54 

_ 

0.06 

+ 1.07 

-1- 

1.33 

West Bengal 

—2.65 

— 0,74 

— 

3.50 

— 

3 72 

— 

3.53 

— 

0.90 

— 

4 62 


4 82 

__ 

4.40 


1.10 

-- 5.34 


5.52 

Total 

—3.39 

— 1.86 

— 

6 26 

— 

7.09 


4.90 

— 

2.25 

_ 

8.43 

_ 

9.31 

_ 

6.76 

_ 

2 78 

-10.85 

_; 

11.86 

West 

Oujarat (including Goa, 






















Daman, Diu, Dadra 
and Nagar Haveli) 

—0.09 

— 0.31 

_ 

0.44 

_ 

0 82 

_ 

0.07 

_ 

0.29 


0.20 


0.57 


0.01 


0.28 

+ 0.12 


0.20 

Madhya Pradesh 

+2.03 

+ 0.04 

+ 

4.16 

H- 

4.93 

+ 

2.82 

+ 

0.22 

+ 

5.84 

+ 

6,72 


3.83 

i 

0.45 

1- 7.95 

■1 

9.07 

Maharashtra 

—0.30 

— 0.84 

— 

1.08 

" 

1.17 


0.45 

— 

1.05 

— 

1.66 


1.83 

— 

0.63 


1.35 

— 2.36 


2.60 

Total 

+ 1.64 

— 1.11 

+ 

2.64 

+ 

2.94 


2.30 

— 

1.12 

-1 

3.98 

-1- 

4.32 

+ 

3.19 

_ 

1.18 

1- 5.71 

1 

6.27 

South 

Andhra Pradesh 

Kerala (including Ara- 

+ 2.31 

— 0.09 

1 

1.95 

-f- 

1.85 

-f 

3.85 

— 

0.10 

+ 

3.74 

+ 

3 89 

+ 

5.83 

- 

0.12 

t 6.03 

-1 

6 62 

3.85 

bian Islands) 

—2.17 

— 0.04 

— 

2.25 

— 

2.38 

— 

2.77 

— 

0.05 

— 

2.87 

— 

3.01 

— 

3.62 

— 

0.06 

— 3.73 

— 

Mysore 

Tamil Nadu (inci 

+0,75 

— 0.06 

+ 

0.15 

+ 

0.07 

+ 

0.82 

—- 

0.08 


0.04 

— 

0.13 

i 

0.92 

— 

0.09 

— 0.33 

— 3.36 

— 

0.38 

3.84 

Pondicherry) 

-0.51 

— 0.07 


1.32 

_ 

1.73 

— 

1.14 

__ 

0.10 

— 

2.24 

- 

2.67 


1.93 

— 

0.12 

— 

Total 

+0.38 

— 0.26 


1.47 

— 

2.19 

1 

0.76 

, 

0.33 

-- 

1.41 


1.92 

•f- 

1.20 

— 

0.39 

— 1.39 

— 

1.45 

All-India 

0 

0 


0 


0 


0 


0 


0 


0 


0 


0 

0 


0 


•State-wise requirements for (litTcrent items under fo^Jgrains are obtained by adding the eorrcspuiiding requirements for seed, 
feed and waste to the esiinjated demand for human consumption given in Tables 4, 6, 7 and 8 respectively. 


up by the 1971 Census. Census 
operations in the past generally re¬ 
corded an undercount of one per 
cant or more. This time the Census 
schedule was quite complicated and 
conducted in the political fervour 
of mid-ternt general election. The 
timing of the 1971 Census operation 
also coincided with the harvesting 
season in several States. It is, there¬ 
fore, quite possible that the under¬ 
count in this Census is likely to be 
more than usual. 

Details of the 1971 Census are not 
yet available. Since it will take con¬ 
siderable time to make a new offi¬ 
cial population projection based on 
1971 Census data, we have used here 
the Expert Committee’s medium pro¬ 
jection which still has the official 
standing. Extrapolated figures fui 
1983-84 are obtained on Ihe assump¬ 
tion that the population in the 
ilifferent areas will continue to 
grow at the same rate as anti¬ 
cipated by the Expert Committee 
for the last year of their projected 
period, 1981. Trend Tine projection 
for urban population is obtained 
first, and the rural population is de¬ 
rived- by deducting the estimated 
urban populatiom from the projected 
total. For details about the various 
assumptions, made in the Expert 
Committee’s population prelection, 
see [1],. 


2 Most demand projections so fat 
inarlc aw based on per capita avai¬ 
lability rather than on actual level 
ot consumption. The concept ot pei 
capita availability is a hyiiothetical 
approximation to the actual level ol 
cimsunnition which can only be ob¬ 
tained Iroin bousehohl eonsuinption 
surveys. The most reliable per lap- 
ita toodgraiiis eoiisumptioii estnnate 
that we have so lar c-oinc acioss is 
the one proviiled by I'aiise [3] loi 
the period 19.56-59. .Sukhatine I4l 
liirther revised Pause’s (estimate anti 
deiived the 1956-59 average, iier 
capita tixxlgrams consumption at 
the all-India level as 160.6 kg/year. 
The present work uses Sukhatnie’s 
e.stimate as the base for computing 
future toodgrains demand. 

1 For computing the foodgrains de¬ 
mand, we have assumed national 
income to grow at different rates 
during the Fourth, Fifth and Sixth 
Plan periods. During the Fourth 
Plan, national income is assumed 
to grow at 5.0 per cent per annum 
(compound) from the estimated 
income of Rs 168.35 billion in 
1968-69 (revised series at 1960-61 
prices) and will rise to 5.5 and 6.0 
per cent (compound) per annum 
during the Fifth and Sixth Plan 
periods (Table 2). 

4 An extensive survey of the avai¬ 


lable literature on elasticity co- 
eilieients is made by Ray [6J. The 
study covering the period upto 
1968 provide.s also a fairly exhaus¬ 
tive bibliography of research pa¬ 
pers on estimating elasticity co¬ 
efficients. 

The estimate of the per capita 
demand is determined from the 
reb'ition. 

^ - ^<0+ - *o) 


where XoEnd Xj arc the per 
capita consumption and demand 
for foodgrains in the base period 
and tn year t, I ^ and If are the 
corresponding values of per capita 
income and e is the elasticity 
co-efficicnt for toodgrains. The 
basic hypothesis used to derive 
the per capita demand estimates 
at the all-India level are: 

(i) relative prices are assumed to 
remain constant, and 

(ii) consumer’s tastes and prefe¬ 
rences for the various food 
crops would remain unaltered 
during the projection period. 

For a detailed discussion about 
the limitations of this approach, 
see Ray [6]. 
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6 Thi> follows ’from differentiating 
liotfi sides of the identity 
/ X V X 

(1 “ vif; “->r 

with respect to iiverage pei capita 
income I and then molliplying laitli 
sides of the lesnlt thus ohtunied liy 
1, which on simiilificutioii gives 

( I dX I dX V 

_ . . —i 1 

X dl X dl / 

u r 



dX 

I 

dX \ 



-- 1 

Vx 

"ui 




Assiiiiiing the latio of per capita in¬ 
come in the imaf and inhan sectois 
to lemain constant, the uliovr' lela- 
lion leilnces to 

X (c^ _ e) / V (e^ _ ) 

7 Kstimates of elasticity co-clliciciit for 
liMidgrams deiivcd tioin the various 
eonsmner expniditme surveys weie 
alwas's found to lie significantly 
liigliei ill the rnial than the uilian 
sector. The aliove values witc cho- 
si'll alter carefully examining tlie 
estimates of elasticity csi-etficieiits 
deiivi'd lioiii the vaiions roinuls of 
the National Sample Siiivey (N.SS) 
and those olitaiiied h> the National 
Connell of Ajiiilied Kconomie Iti'- 
seaieli |fi). Ntadalgi |7] has also 
nsi'd till- aliove values loi deiiving 
the loodgianis demand foi rural 
and III hail sectors. 

N The deiived jiei capita demand lor 
the mini si'itoi is considi-rahly 


highci than the urban sector. This 
IS, however, consistent ss’ith the 
consinn]stion pattern generally ob¬ 
tained from tile various rounds of 
NSS. Following a different method 
and using the ratio of per capita 
e.xpenditiire on foodgrains in the 
rural and iiibun .sectors, Ray |6| 
del I veil loodgtaiiia demand for the 
rural and urban sectors for the 
above mentioned years which were 
veiy close to the estimates derived 
here. 

9 These aie obtained by deflating 
fiist the NSS indices by the corres¬ 
ponding all-India foodgiain price 
index loi that yi’ar and then averag¬ 
ed over the period to obtain the 

eonsnmptioii index (.)j for the j 

Stale. The indicex are fiiither ad¬ 
justed lor the population base ado- 
Iited here by using a correction lae- 

toi S Qj / S *j- 

the aveiage 1950-59 population tin 
the j'*’ State. In the ahsence of re¬ 
tail loodgiams price index m In¬ 
dia, wholesale in ice index is used 
as the ilellator. 

10 The leferenee ix'riod lor NSS 17lh 
loiiiid was Septeiiilier 1961 to July 
1962. 

It A snivey ol the available hleiatine 
on this topic is given hy Ray 161. 

12 The (aimmitti'e, heafled hy V (J 
I’anse, submitted only a snmmaiy 
lepoit ol its liiulnigs. 

Tl These dl'tails were obtained fioin 
disenssions with the officials ol the 
I’laiiniiig floininission and the 


Directorate of Economics and 
Statistics, Ministry of Food, Agri¬ 
culture, Commimity Development 
and Clo-operalion. Seed and feed 
re<|uircinents estimated from the 
Farm Management Siiiveys were 
very close to the aliove figures. 

l-f For course cereals, all cereals, 
pnisi's including gram and all fooil- 
gruins, the rlisappearance far'tors 
are estimated by using the 1987-69 
average production of different 
crops within th<' respective groups 
as weights. 

15 Estimated foodgrains reiiuirement 
to make the country ‘self-sufficient’ 
will obviously depend on the defini¬ 
tion ol ‘tooil self-sufficiency’. What 
this actually means is not made ex¬ 
plicit III the Plan document. * We 
will use iK're the word ‘selt-suffi- 
cieiiey' to. imply that net dome.stic 
production available lor human 
eonsumption is just sufficient to 
satislv incoine-oriented human de¬ 
mand. 

16 See [10] for a detailed discussion 
about the 1968-69 foodgrains pro¬ 
duction and also for the mathe¬ 
matical model used for deriving 
normal weather production esti¬ 
mate. 

17 Weathei m 1967-68 was aliove nor¬ 
mal and in 1968-69 it was below 
normal. We arc using the average 
production of these two years for 
deriving State-wise distribution and 
composition of normal weather 
foodgrain production as it fairly 
repiesenis normal weather produc¬ 
tion patten [9, 10]. 
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Profitability of* HYV Paddy Cultiyatioo 


Shyamal Roy 

Rice is India’s most important foodgrain crop, accounting for nearly 40 per cent of total foodgrain 
production. The success of the Green Revolution and the achievement of the Fourth Plan’s foodgrains 
targets will, therefore, depend to a large extent on whether or not a major transformation tahes place in 
rice production. A primary condition for such transformation is that the area under HYV paddy he push¬ 
ed up substantially. 

For, the fact is that the area under HYV rice has failed to pick up to the same extent as the area 
under HYV wheat. In 1969-70, for example, while 37 per cent of the total area under wheat was covered 
by high-yielding varieties, only 12 per cent of the total rice area was so covered. 

A number of researches have already attempted to identify the factors responsible for this slow pace. 
While none of them questions the yield potentials claimed for HYV paddy, the studies generally cast 
doubt on the suitability of the new rice, on biological, institutional, and economic grounds. 

In this paper, the relative profitability of HYV paddy and wheat is examined with the object of de¬ 
termining whether some cost factors give HYV wheat an advantage over rice. The analysis suggests that, 
it is the lower net profits per acre for HYV paddy relative to HYV wheat that mainly account for the 
slower spread of area under HYV paddy. 

It is indicated here that profits from HYV paddy cultivation can be raised by further improvement 
in technology, reduction in unit costs of inputs, and higher crop prices. 

[The views expressed in this paper are those of the author and should not be taken to represent the 
views of the organisation for which he works.] 


I 

DURING the agricultural year 1970-71, 
the output of foodgrains in India was 
expected to touch a new high of 105 
million tonnes. This would mean a 
gain of 5 pei cent over the record out¬ 
put of 100 million tonnes in 1969-70 
achieved under the new technology, 
and of 18 per cent over the earlier 
record level of 89 million lonnes 
achieved under unusually favourable 
weather conditions in 1964-65 with the 
use of the old technology. 

The increase in foodgrains produc¬ 
tion has been made possible mainly 
by the introduction of high-yielding 
varieties of crops which, under a given 
package of piactices, are found to 
give a much higher yield than the tra¬ 
ditional varieties. The area under 
high-yielding varieties has shown a 
steep rise over the years — from 5 
million acres in 1966-67 to 31 million 
acres in 1969-70. 

While the increase in area under 
high-yielding varieties over a short 
span of three to four years has been 
remarkable, this spread is not evenly 
distributed in respect of ail the crops. 
Of the two major crops — wheat anc' 
rice — the performance of wheat ha.i 
been much more impressive than that 
of rice. In 1969-70, for example, while 
37 per cent of the total area under 
wheat was covered by high-yielding 
varieties, only 12 per cent of the total 
rice area was under this programme. 

Rice is ‘India's- most important food- 


grain crop; It accounts for nearly 40 
per cent of the total production. The 
siicces.s of the Green Revolution and 
the achievement of the Fourth Plan 
foodgrains production targets will, 
therefoie. depend to a large extent on 
whether or not a major transformation 
takes place m rice production in the 
coming years. This will be possible only 
if the area iindei HYV paddy is push¬ 
ed up .s'.ibslantially above the present 
level. 

A number of articles by research 
workers have appeared in leading jour¬ 
nals, which have attempted to identify 
and analyse the '.actors responsible for 
the slow rale of growth of area under 
MW III" 1 l^-</-l IV IIYV wheat. While 
none has t|uesl.oned the high yield 
potentials of these new varieties com¬ 
pared to the old ones (the varieties 
were released after widely scattered 
tests which indicated their really wide 
adaptability, high yield potential, res¬ 
ponsiveness to fertilisation and stiff 
straw), doubts have been expressed 
about the suitability of their adoption 
on biologica'. institutional and econo¬ 
mic gioiinilv It has hern itrgui-il hy 

some analysts that, the main reasons 
for the slow progress arc that the new 
varieties are highly susceptible to 
pests and diseases, are slow in 
maturing, and arc of poor grain quality. 
Others feel that, since the rice-growing 
areas have predominantly small hold¬ 
ings, the cultivators find it uneconomi¬ 
cal to cultivate these new varieties. 


Some others think that inadequate 
water facilities and failure of exten¬ 
sion agencies are primarily responsible 
for their slow diflu.sion. Some also 
maintain that lack of price incentives 
and inadequate marketing facilities are 
largely responsible for the low cover¬ 
age of area under HYV rice. 

On the other hand, there are re¬ 
search workers who feel that most, if 
not all, of the above criticisms are un¬ 
tenable; they mention that the disad¬ 
vantages inherent in these new varie¬ 
ties have been largely overcome and 
that the varieties arc now increasingly 
gaining popularity with the cultivators. 

The fact remains, however, that the 
area under HYV rice has not picked 
up to the some extent as the area 
under HYV wheat and, so long as 
this IS so, all research efforts must be 
directed towards identification of the 
relevant factors. 

II 

In this paper, the relative profitability 
of HYV paddy and wheat cultivation 
has been examined with the help of 
the cost of cultivation data reported 
in the Programme Evaluation Organisa¬ 
tion’s (PEO) Survey of Kharif and 
Rabi, 1968-69. The object is to deter¬ 
mine whether or not some of the cost 
factors give the high-yielding varieties 
of wheat an advantage over those for 
paddy. 

Before we proceed with the analysis, 
a line or two on the quality of the 
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Table 1 : PROFirABiLiTY of HVV Paddy Cultivation, 1968-69 


State 

1 

Average Price of 
Yield Paddy 

(quintals/ (R-s/ 
acre) quintal) 

2 3 



Expendituie (Rs/acre) on 


Profitabi¬ 
lity (Rs/ 
acre) 

10 

Seed 

4 

Fertiliser 

5 

Plant 

Protection 

6 

Labour 

7 

Iirigation 

8 

Total 

9 

Andhra Pradish 

17.74 

46.00 

18 48 

215.58 

29.64 

140.61 

21.83 

426.14 

389.90 

Madras 

12.91 

47 00 

20.36 

158.41 

10.73 

166.82 

7.26 

363.58 

243.19 

Uttar Pradesh 

15.04 

54.00 

26.50 

214.20 

48.20 

164.90 

72.20 

526.00 

286.16 

West Bengal 

15.85 

56 00 

20.46 

141.51 

44.56 

198.51 

22.97 

428.01 

459.59 

Average 

15.38 

50.75 

21 45 

182.42 

33.28 

167.71 

31.06 

435 93 

344.71 


Notes: Column 2 Represents the average yield of HYV paddy during 1967-68 and 1968-69. 

Column 3 The price figuies carn:tpo.Td to the 1968-69 procurement prices fixed for this crop. 

Columns 4-9 These have been arrived at by weighting the per acre expenditure figures in rabi and kharif by the respective 
acreages under this crop in these two seasons. 

Column 10 Estimated as follows; (Column 2 x Column 3) — Column 9. 

Sources: [1, 2, 3]. 


PEO data may be in order. The PEO 
data omit some cost items — such as 
value of farm furnished supplies of 
materials and labour, depreciation, 
interest charges and fixed expenditures. 
Again, they have been obtained by the 
‘survey method’ as opposed to the 
‘cost accounting method’, which is 
generally considered better under 
Indian condition!:. 

The omission of other than variable 
cash casts is not particularly crucial 
in terms of opportunity cost considera¬ 
tions. As for the survey method, the 
PEO report states: “The visits were 
made regularly every alternate month 
during the crop season and the investi¬ 
gation staff made arrangements (where- 
ever possible) with the sample partici¬ 
pants to record the various items of 
expenditure during the intervening 
period so as to minimise the lapses ol 
memory and also to ensure better 
reliability of the data. The field staff 
assigned with this inquiry are trained 
and experienced post-graduates in the 
field of social sciences and hence the 
data obtained may be considered fairly 
reliable and objective.'’ 

Even so the findings of this paper 
are offered as ‘suggestive' rather than 
conclusive’. 

riofiUihihty of IIYV Paddy and Wheat 
Cultli:ati(Mi : 

Subject to the foregoing limitations, 
the relevant cost data are presented 
in Tables 1 and 2 for the agricultural 
year 1968-69. The cost of cultivation 
and the yield data have been taken 
directly from the PEO reports. For 
HYV paddy, the per acre expenditure 
figures in rabi and kharif have been 
combined by weighting these figures 
by the respective acreages under this 
crop in these two seasons. The yield 
figures' represent the average of the 
years 1967-68 to 1968-69 for these 
two crops, and the price data corres¬ 


pond to the 1968-69 procurement 
prices fixed for these two crops.® 

The Tables reveal two interesting 
features about HYV paddy and wheat 
cultivation. First, there are wide diffe¬ 
rences among States with regard to 
per acre expenditures on various in¬ 
puts on the same crop, and second, 
the cost of cultivation of HYV paddy 
is substantially higher than that of 
HYV wheat with the result that under 
the existing cost-price-yield relationships 
the net profits per acre from HYV 
paddy cultivation are much lower than 
those from HYV wheat cultivation. 

The inter-State variations m per 
acre expenditure figures may be attri¬ 
buted to differences in cultivation 
practices, irrigation practices, duration 
of the crops, etc. For example, in 
West Bengal, Aman paddy is trans¬ 
planted while in the case of Aus paddy 
the seed is only broadcast. In Madras 
and Andhra Pradesh, paddy is mostly 
transplanted. Again, irrigation is done 
mostly through canals and tanks in 
West Bengal, UP, and Andhra Pradesh; 
while in Madras, the main source has 
been wells. Similar examples can be 
cited for wheat also. However, in order 
to make a more thorough study of these 
factors, pilot studies covering various 
regions of the country may have to be 
conducted. 

The cost of cultivation also varies 
considerably as between these two 
crops. As Tables 1 and 2 reveal, the 
per acre expenditure on plant protec¬ 
tion measures is much higher on paddy 
than on wheat. While the average ex¬ 
penditure per acre on plant protection 
measures was only Rs 0.47 on wheat. 
It was as high as Rs 33.28 on paddy. 
This finding is consistent with the 
view that HYV paddy varieties are 
more susceptible to pests and diseases 
than HYV wheat varieties. 

What is not so widely appreciated. 


however, is that per acre expenditures 
on labour and fertilisers are also sub¬ 
stantially higher for the cultivation of 
HYV paddy than for HYV wheat. The 
reasons for these are not far to seek. 

For the traditional varieties it may 
be seen, from the NSS data on cost 
of cultivation of various crops relating 
to 1951-52 and 1952-53 and also from 
the farm management and PEO studies, 
that the per acre expenditures on cer¬ 
tain inputs like labour and fertilisers 
have always been higher on paddy than 
on wheat. Similarly, it seems the cul¬ 
tivation practice of HYV paddy re¬ 
quires a more intensive use of labour 
than is the case with HYV wheat. 
Fertiliser application also, both in 
terms of percentage use and actual 
dosages, appears to be higher on HYV 
paddy than on HYV wheat. For exam¬ 
ple, the PEO report for rabi 1968-69 
shows that the average dose of total 
nilroi'ciioiis lertili.ser applied wa.s higher 
on paddy plots (157.65 kg per acre in 
terms of ammonium sulphate). The 
percentage of plots treated with ferti¬ 
lisers was also higher for paddy than 
for wheat (98.1 per cent as against 
94.4 per cent). Also, when we compare 
the fertiliser application on HYV 
paddy in kharif with fertiliser applica¬ 
tion on HYV wheat in rabi, we find 
for certain States, like UP and Bihar, 
that both in terms of percentage use 
and actual dose, fertiliser application 
was higher on HYV paddy than on 
HYV wheat. 

The high cost of cultivation of HYV 
paddy puts paddy, cost-wise, in a dis¬ 
advantageous position vis-a-vis wheat. 
Further, nearly two-thirds of the total 
HYV paddy area is sown in the kharif 
season when the water supply cannot 
be controlled. As a result, the PEO 
studies indicate, in almost all the 
States there are wide variations bet¬ 
ween the yield figures obtained in 


A-7e 



ECONOMIC AND POLWICAL WEEKLY ^ Review of AKrj|fiiltiir<! June 1971 

4 


Table 2 : Profitability of HYV Whf^t Cultivation, 1968-69 


State 

Average 

Yield 

(quintals/ 

acre) 

Price of 
Wheat 
(Rs/ ^ 
quintal) 



Expenditure (Rs/acre) on 



Profitahi* 

lily(^ 

Acre) 

Seed 

Fertiliser 

Plant 

Protection 

Labour Irrigation 

Total 

I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Haiyana 

11.24 

76.00 

41.39 

82.19 

0.00 

25.69 

40.30 

189.57 

664.67 

Puqjab 

11.82 

76.00 

39.21 

93.88 

0.00 

40 30 

32 49 

205.88 

692.44 

Rajasthan 

11.48 

76 00 

66 08 

113 90 

1.49 

89 71 

5 90 

277 08 

595.40 

Uttar Pradesh 

10 50 

76 00 

39.09 

70 61 

0.40 

90 89 

27.19 

228.18 

569.82 

Average 

11.26 

76.00 

46.44 

90 14 

0.47 

61.64 

26 47 

225.17 

630.58 


Notes'. Column 2 Represents the average yield of HYV wheat during 1967-68 ami 1968-69. 

Column 3 The price figures corresponil to the 1968-69 procurement prices fixed for this crop. 
Column 10 Has been estimated as follows: (Column 2 x Column 3) — Column S'. 


Sources: [1,3,5]. 


kharif and rabi seasons, the latter 
sometimes exceeding the former by as 
much as 10 quintals per acre. Previ¬ 
ously the higher costs of paddy culti¬ 
vation were somewhat compensated by 
higher prices ot paddy i-is-o-i.u wh’at 
but, of late, the wheat/paddy price 
ratio has shifted in favour of wheat. 
The benefits due to higher yields of 
paddy are thus more than offset by 
the adverse effects of both costs and 
prices leading to a lower profitability 
per acre for paddy than for wheat. 

Profitability of IIYV Pailtly ami 
Wheat Cultivation vis-a-vis Tiaditiomil 
Varieties : 

In order to examine the reasons for 
the slow spread of area under HYV 
paddy vis-a-vis HYV wlicat, tlu' lino 
of analysis followed above will not, 
however, be sufficient. If wheat and 
paddy were substitutable crops, one 
could have straightaway argued from 
the above that, since under the exist¬ 
ing cost-pric'i' yield relationships, it 
is more profitable to cultivate HYV 
wheat than IIYV paddy, there has 
been a shift in acreage in favour of 
HYV wheat. But as these two crops 
do not compete with each other for 
acreage, one will have to study, in ad¬ 
dition to what has been done above, 
the profitability of HYV paddy and 
wheat cultivation in relation to non- 
HYV paddy-’’ and wheat cultivation, to 
provide an answer to the question 
‘why the spread in area under HYV 
paddy has been slow compared to that 
under IIYV wheal’. In other woicK, 
one needs to study whether or not ihe 
additional profit as a result of switch¬ 
over from non-HYV to HYV is higher 
for wheat than for paddy. 

The relative profitability of HYV 
and non-HYV paddy and wheat in the 
important paddy- and wheat-growing 
States id India, have been estimated 


with the help of cost of cultivation' 
data reported in PEO studies. The 
main results of this exercise arc shown 
in Table t. 

l-'ii)iii tills Table it will be st-cii that, 
while Ihe additional net profit per 
acre as a result of switchover fiom 
traditional varieties to high-yielding 
varieties ranges from Rs 306.24 in UP 
to Rs 325.45 in Rajasthan for wheat, 
for paddy the marginal net profit per 
acre as a result of switchover to new 
varieties varies only between Rs 178.85 
(Andhra Pradesh) to Rs 262.12 (Orissa) 
In Madras, the profits arc found lo be 
negative’''. On an average, it will be 
seen that, while the wheat cultivator 
from the cultivation of flYV wheat 
makes an additional net profit of Rs 
317.34 per acre, the paddy cultivator 
from Ihe cultivation ot HYV paddy 
makes an additional net gain of only 
Rs 152.83 per acre. This shows that the 
profitability of HYV wheat cultivation 
is twice that of HYV paddy cultivation. 
If appropriately discounted for risk and 
uncertainty, which are in fact related 
to cost levels, the net piofit per acre 
for paddy relative to wheat would be 
even lower. The spread in the area 
under HYV paddy has not, therefore, 
been compar.tblc to that under HYV 
wheat. 

Ill 

From the foregoing, it is the lower 
net profits i>er acre that mainly account 
for the slower spread of area under 
HYV padilv vis-a-vis HYV wheat. 

Profiits from paddy cultivation can 
be raised from the existing level by 
lowering the per unit cost of produc¬ 
tion which, in turn, can be achieved 
through (a) further improvement in 
technolcgy: (b) reduction in the unit 
costs of inputs; and (c) higher crop 
prices. 


(a) Improvement in applied techno¬ 
logy can be brought about by develop¬ 
ing still higher-yielding varieties of 
paddy of the same grain quality and 
by minimising the large year-to-year 
fluctuations in yield. The problem of 
developing new varieties will have to 
be taken up by the agronomists and 
geneticists and we shall leave this 
question lo them for consideration 
and necessary follow up. The large, 
year-to-year variations in paddy yields, 
as has been seen, are primarily due to 
lack of adequate water control in the 
kharif season. To solve this problem 
It has been suggested by many research 
workers that more HYV paddy be 
grown in the rabi season. However, 
such possibilities are limited by the 
area under irrigation. Beitides, paddy is 
still the most profitable crop for many 
farmers in the kharif sea.son. All 
efforts will, therefore, have to be 
directed towards the speeding up of 
iiiiiior iirigatioii piograinim-s and the 
provision of adequate safeguards against 
floods and other natural calamities In 
the kharif season. 

Vigorous efforts on the part of the 
extension agencies to impart the neces¬ 
sary knowledge to the farmers about 
the balanced use of fertilisers and 
other inputs through mass trials and 
demonstrations will also considerably 
reduce yield fluctuations at the farm 
level. 

(b) Among the measures that will re¬ 
duce the unit costs of inputs, the most 
important are increase in the efficiency 
of production and distribution of 
important agricultural inputs, the use 
of input subsidies and/or removal of 
penalties or taxes. Efforts will have to 
be made to see that crucial inputs, 
like fertilisers and seeds, are made avai¬ 
lable to the farmers in adequate quan¬ 
tity and in time. Lowering of per unit 
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Table 3 : Piu>HTABiLrrY of HYV Paddy 
AND Wheat Vis-a-vis Traditional 
Varieties 


State 

Additional Net Profit* 
(Rs/Acre) Consequent 
to Switchover to New 
Varieties 

Haryana 

Wheal 

324,83 

Punjab 

312.85 

Rajasthan 

325.45 

Uttar Pradesh 

306.24 

Average 

317 34 

Andhra Pradesh 

Ptuiihf 

178 85 

Madras 

— 13.48 

Uttar Pradesh 

183 86 

West Bengal 

262 12 

Average 

152 83 


costs through subsidies and/or aboli¬ 
tion of taxes on agricultural inputs, 
especially in those areas where they are 
subject to various penalties, also needs 
to be given careful consideration. 

(cl Profits can also be increased by 
adopting any one of a variety of mea¬ 
sures that would increase the prices paid 
to the farmers. These include (i) deve¬ 
lopment of varieties with gram quality 
superior to present high-yielding varie¬ 
ties of paddy; (ii) removal of any 
institutionally established price penal¬ 
ties imposed on farmers and fixation 
of prices at or above equilibrium levels; 
and (ill) improvement in the efficiency 
of marketing and processing operations. 

Development of high-vielding varie¬ 
ties of paddy, with a better grain qua¬ 
lity, will fetch the paddy cultivators 
a belter price for their produce and 
thus help raise the area under these 
varieties. The current high-yielding 
varieties of paddy are generally found 
to be ol nileiioi grain (pialitt coiupai- 
cd to the traditional varieties and 
they, therefore, fetch a relatively 
lower price. 

Removal of institulionallv establish¬ 
ed price controls and fixation of prices 
at, or above, equilibrium levels would 
have a direct effect on the profitability 
of paddy cultivation. Owing to the 
overall shortage of supply in relation 
to demand, the prices offered by the 
procurement authorities for paddy are 
much lower than those obtainable in 
the open market. For instance, where¬ 
as the average procurement price of 
coarse paddv in lVA‘)-70 was about 
Rs 'll per quintal, the average whole¬ 
sale market price of the same variety 
of paddv was in the neighbourhood of 
Rs 70 per quintal. This gap between 
procurement and market prices pro¬ 
vides a disincentive to the paddy grow¬ 
er in Ills production plans. 

The curient restriction in the inter¬ 


state movement of paddy also adverse¬ 
ly affects the interest of the produ¬ 
cers. Even the efficient producers in 
the surplus States get a lower price for 
their produce because of the curb on 
the free flow of supplies to deficit 
areas.* The producers in the deficit 
areas, on the other hand, get a higher 
price because of shortage of supply in 
relation to demand. This leads to in¬ 
efficient cultivation. 

In these circumstances, whether the 
existing purchase and movement poli¬ 
cies should be allowed to continue or 
a policy of open market purchases at 
or above market price and removal of 
zonal restrictions should be followed 
[<5, 7] deserves to be carefully looked 
into. 

Improvement in the efficiency of 
marketing and processing operations 
is also likely to have a healthy effect 
on rice prices. In this connection, 
tele’s suggestion [4] that "a facilita- 
tive rather than inhibitive price policy 
which would stabilise off-seasonal 
price movements and market supplies 
from year to year would considerably 
reduce rather than increase uncertainty 
in the trading operations, thereby in¬ 
creasing utilisation of effective milling 
capacity, and thus decreasing average 
costs and increasing competition”, 
.should be given careful consideration. 

The overall conclusion that emerges 
Irom this study is that the slow 
spread of acreage under HYV paddy, 
as compared to wheat, is the result 
mainly of the lower net profits earned 
from the former. In order to realise 
fully the high yield potentials of the 
new cereal varieties, therefore, some of 
tlw ixilicy issues raised in our study de- 
seive to he given eaiefiil thought. 
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Notes 

1 For arriving at the average HYV 
yield figures, while we have mainly 
depended im PEC) studies, studies 
eomhicted liy other organisations 
weie also given carelul considera¬ 
tion in order to remove some of 
the biases that might have creeped 
into the I’EO estimates. 

2 In the estimation of ‘profitability*, 
ideally, one should have taken the 
market price. Since we do not have 
data on market price, we have taken 
procurement price. Procurement pri¬ 
ces (or wholesale prices), never¬ 
theless. bring out the broad diffe¬ 
rences that exist between paddy and 
wheat prices. 

3 One could also study the profitability 
of HYV paddy cultivation in relation 
to other substitutable crops. But in 
the absence of adequate data, this is 
not attempted in this paper. 

4 The cost of cultivation data for 
the high-yielding varieties are shown 
in Tables 1 and 2. The data on tra¬ 
ditional varieties have not been re¬ 
produced here as we thought that 
might be very cumbersome. The in¬ 
terested reader may, however, refer 
to [31 for this purpose. We may 
mention that for paddv in our exer¬ 
cise we have combined the data for 
kharif and rabi by weighting them 
by their respective acreages. The 
yield figures taken are the average 
yields of the years 1961-62 to 1964- 
65 and the price figures correspond 
to the procurement prices of paddv 
and wheat during 1968-69. 

5 The negative profits for Madras may 
seem to be implausible in view of the 
fact that the spread in area under 
HVV is the highe.st in this State. 
However, a close look at the variety- 
wise breakdown will reveal that the 
area under HYV in Madras upto 
1968-69 consisted mainly of improv¬ 
ed varieties and ADT-27, which give 
a much lower yield compared to lR-8. 
In liitiirc, incrcasetl use of IR-8 in 
Madras may raise the net profits 
from paddy cultivation; but this 
should not affect our conclusions, 
because even the average of three 
States gives a net profit per acre of 
onlv Rs 208.27 for paddy as compar- 
<•(1 to Rs on.'l'l for wlit-at. 

6 Recent crash in paddy prices In 
Andhra Pradesh and a consequent 
glut in the market, mainly because 
of inter-State movement restrictions, 
is an illustration in’ point. , 
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Holding Size, ^productivity, and Some ■ 
Related Aspects of Indian Agriculture 

G R Saini 


The inverse relationship between farm size ami productivity is a confirmed phenomenon in Indian 
agriculture and its statistical validity, the author argues, is adequately established by an analysis of dis¬ 
aggregated farm management data. 

Indian agriculture is ruled in general by “constant returns to scale’. 

The inverse relationship between size and productivity is perfectly consistent with the three phases 
of the returns to scale and can be explained simply in terms of the law of variable proportions. 

The analysis presented here strongly suggests that the explanation for the unremunerativeness of 
Indian agriculture, as shown by the reported loss in some size-classes of farms, lies not in the valuation 
of family labour at the ruling wage rate, but in the imputation of a value to owned land. This, along 
with positive figures of profit observed even in the smallest size-group of holdings, provides ample justi¬ 
fication for the valuation of fconily labour at the ruVng tcage rate. 

[The author is grateful to Ashok Mitra, R N Kaushik and the authorities of the Institute of Agricul¬ 
tural Research Statistics for allowing him free access to Farm Management data: to N C Khandekar for 
generous permission to use the IBM electronic computer at the Delhi School of Economics to process 
the data; to Atma Ram, Sardar Singh Tyagi and Suhedar Singh Tyagi for valuable assistance in the 
preparation of the study.] 


THE existence of some economic re¬ 
lationships in the field of Indian 
aRriculturc, revealed by recent studies 
in Economics of Farm Management [I], 
have been provoking economists to at¬ 
tempt alternative explanations of the 
obscrvi'd (ihciionifnoii.' The mam 
issues raised by these studies are 
summed up in the following observa¬ 
tions made by Amartya Sen:- 

(1) “When family labour employed in 
agiienltiire is given an 'impuled 
value’ in terms of the ruling wage 
rate, much of Indian agriculture 
seems unremunerative”. 

(2) "By and large, the profitability of 
agriculture increases with the size 
of holding, ’profitability’ being 
measured by the surplus (or defa- 
cit) of output over costs includ¬ 
ing the imputed value of labour.'’ 

(3) "By and large productivity per 
acre decreases with the size of 
holding.” 

InVKIISF HKI.AllONMUr BEIWEEN FaHM 
Size and I’iioductivity 

Sen [16] had expressed doubts 
about the statistical basis of the obser¬ 
vations around which the discussion 
on farm size and productivity has 
been taking place. Rudra [12] subjected 
the Farm Management data to statis¬ 
tical analysis, to confirm the doubts 
raised by Sen. He observed: “As the 
aggregate farm management data are 
claimed to reveal an inverse relation¬ 
ship, maybe one should examine whe¬ 
ther there is something in the aggre¬ 
gation process that has given rise to a 
spurious statistical relationship. On 
proceeding to undertake that task (i e, 


of studying the disaggregated data ot 
the Farm Management surveys and 
compariug them with the aggregated 
tables published in the reports) wc 
have received a very rude shock. What 
we find is that there is no need to look 
beyond or below the farm manage¬ 
ment data; these very data do not per¬ 
mit of the generalised conclusions that 
have been drawn, the inferences 
having been made without adequau 
examination of tables themselves.”'’ 

TABLt 1 : Statistics Rllatinc, 


Rudra’s analysis was an important 
turning point in the ‘size and produc¬ 
tivity’ controversy. But it did not bring 
the discussion to a conclusive stage. 
Rudra him.scK reported 15 out of the 
17 rank correlation co-elficicnts bet¬ 
ween farm size and productivity per 
acre to have a negative sign, and 9 of 
these to have a negative co-ellicien: 
statistically significant loo. Moreover, 
Rudra used in his analysis [12] (arm 
class averages' as against the disuggre- 

To ’‘rNVF.RSC Ri.LATIONSHIP” 


State 


ycai 


Constant fl 
logC . 

6 g 


T-Valuc 
of Devia¬ 
tion of 
8 from 
Unity R" 


F-Vaule 


Andhra Pradesh 

1957-58 

104 

2 59 

90 

05 

2 11 

.78 

367.10 

Andhra Pradesh 

195ii-5') 

97 

2 60 

.80 

06 

3.25 

.65 

179.24 

Andhra Pradesh 

1959-(>0 

84 

2 60 

85 

.10 

1 49* 

.48 

74.56 

Bihar 

19.58 59 

98 

2 55 

.71 

.08 

3.77 

.46 

83.32 

Madras 

1954-55 

198 

2 08 

.69 

.10 

3 14 

.21 

51.14 

Madras 

1955-56 

181 

2.22 

.63 

.09 

4 24 

,23 

52 81 

Mahararhtra 

19.55-56 

160 

2 06 

.70 

.07 

4 31 

.39 

102 74 

Maharashtra 

1956-57 

160 

2 15 

.66 

,07 

5 10 

.38 

98.35 

Madhya Pradesh 

1955-56 

159 

1.71 

1.03 

.05 

0 51* 

.70 

372 25 

Madhya Pradesh 

1956-57 

159 

2 12 

.86 

.04 

3 37 

.74 

443.75 

Orissa 

1957-58 

98 

2.15 

.96 

.06 

0 72* 

.76 

303.15 

Orissa 

1958-59 

100 

2.12 

.92 

.03 

2 35 

.88 

748.89 

Orissa 

195<^60 

99 

2.05 

.90 

.04 

2 53 

.83 

485.52 

Punjab 

1955-56 

200 

2.28 

90 

.04 

2 28 

.70 

451.58 

Punjab 

1956-57 

200 

2.45 

.85 

.04 

3 88 

.69 

448.22 

UP 

1955-56 

147 

2 55 

.78 

.05 

5 05 

,68 

304.26 

UP 

1956-57 

196 

7 52 

.85 

.04 

3 38 

.66 

381.20 

West Bengal 

1955 56 

190 

2.13 

1 08 

.08 

0 99* 

.50 

184.93 

West Bengal 

1956-57 

192 

2.33 

I.IO 

.06 

1 79* 

.67 

382.32 

UP (Muzaffar Nagar) 

1955-56 

97 

2.56 

.76 

.05 

4 85 

.71 

228.54 

UP (Muzaifat Nagar) 

1956-57 

96 

2.57 

.82 

.05 

3.44 

,71 

232.23 

UP (Muzaffar Nagar) 

1966-67 

150 

3.55 

.84 

.04 

3 60 

.71 

367.73 

Punjab (Ferozepore) 

1955-56 

100 

2.19 

95 

.06 

0 81* 

.70 

228.99 

Punjab (Ferozepore) 

1956-57 

100 

2.45 

.84 

.06 

2.66 

.65 

180.S2 

Punjab (Ferozepore) 

1967-68 

150 

3.28 

.94 

.08 

0.73 

.49 

143.48 


* Deviation not sijtnificant at the 5 pei cent level. 
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To feed the fuel-hungry Emperor—India's first Jumbo (capacity 
1,80.000 litres of jet fuel 0 posed a challenge to Indianoil, 

Indianoil's Aviation Engineers successfully met it by designing 
giant refueilera of 45.000 litre capacity— the biggest ever 
fabricated in India with indigenous components—capable of 
delivering fuel at the rate of 4,500 litres per minute. 

Indianoil, the nation's largest oil refining & marketing orgsni* 
sation keeps pace with the latest technology—in aviation as 
well as other industries. 


INDIAN OIL CORPORATION LIMITED 


•« nallofiat 
Ktmmit pnsperitf 
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gated farm level observations. Again, 
Rudra’s result [12] are based on pro¬ 
ductivity per unit of gross cropped 
area. Even if one gets a constant pro¬ 
ductivity relationship on the basis of 
gross cropped area, the results will still 
be consistent with an inverse relation¬ 
ship between farm size and producti¬ 
vity' — ‘productivity’ being defined in 
terms of acreage under the operational 
holding. We feel that the latter (pro¬ 
ductivity per acre of operational hold¬ 
ing) is basic to the issues involved in 
the controversy. For these reasons, 
too, Rudra’s results, based on produc¬ 
tivity per unit of gross cropped area, 
are not conclusive to the controversy. 
We feel that there still remains the 
need for testing the statistical validity 
of the relationship between fann size 
and productivity* and some explanation 
of the observed phenomenon. 

We proceed, therefore, to present 
an analysis of the diviggregated farm 
management data and examine the sta¬ 
tistical validity of the relationship be¬ 
tween farm size and productivity. We 
have fitted the following function by 
the method of ordinary least square.s 
to the farm level observations pertain¬ 
ing to 25 sets of data obtained for 9 
States of India. 

Log 0 = log C -f fi log A 
where 

Q = Cross value of output of crops 

A = Size of the operational 
holding. 

The estimated parameters and relat¬ 
ed statistics are shown in Table 1. For 
the existence of an inverse relationship 
between farm size and productivity, it 
Is necessary that the /3 co-efficient for 
A should be less than unity. We ob¬ 
serve it to be so in 22 out of the 25 
cases. For this phenomenon to be 
valid on the basis of statistical signi¬ 
ficance too, it is necessary that thefi 
co-efficient should be significantly less 
than unity. On testing the significance 
of deviation of the P co-efficient 
from unity, we find that inverse rela¬ 
tionship between farm size and produc¬ 
tivity strongly holds in 18 out of 25 
cases. In only three ca.ses {viz, Madhya 
Pradesh in 1955-56 and West Bengal 
in 1955-56 and 1956-57) we find that the 
P co-efficient turns out to be greater 
than unity, though not statistically 
significantly different from unity. In 
terms of confidence limits, these cases 
also do not exclude the possibility of 
the existence of inverse relationship 
between farm size and productivity. 
Thus, by and large, the inverse rela¬ 
tionship between farm size and pro- 


Table 2: Returns to Scale in Indian Aorichj-ture 


State 

Year Sunt 
of 

Regi¬ 

onal 

Co-effi¬ 

cients 

Devia¬ 

tion 

from 

Unity 

Stand¬ 

ard 

Eiror 

T- R® 
Value 

F-Valuc Re¬ 
turns 
to Sc¬ 
ale In¬ 
dicated 
byT- 
Valuc 

Andhra Pradesh 

1957-58 

1 

.03 

.03 

04 


85 

.90 

181. 

66 

C 

Andhra Pradesh 

1958-59 


.99 

- .01 

.05 


17 

.86 

Ill. 

52 

C 

Andhra Pradesh 

1959-60 

1 

.18 

.18 

.06 

2. 

96 

.87 

102 

32 

1 

Bihar 

1958-59 


.94 . 

- .06 

.05 

1. 

09 

.88 

163. 

87 

C 

Madras 

1954-55 

1 

.12 

.12 

.07 

1. 

60 

60 

67 

93 

C 

Madras' 

1935-56 

1 

.07 

.07 

.05 

1 

32 

.77 

147. 

81 

C 

Maharashtra 

1955-56 

1 

.11 

.11 

.05 

2 

40 

.81 

163 

48 

1 

Maharashtra 

1956-57 

1 

.12 

.12 

.05 

2^ 

57 

.81 

161. 

73 

1 

Madhya Pradesh 

1955-36 

1 

.16 

.16 

.05 

3. 

33 

.79 

147. 

23 

I 

Madhya Pradesh 

1556-57 


.89 

.11 

09 

2. 

91 

.78 

137. 

45 

D 

Orissa 

1957-58 


.97 

- 03 

.04 


80 

.89 

183. 

54 

C 

Orissa 

1958-59 


.97 

-.03 

.02 

1 

.25 

95 

414 

.46 

C 

Oiissa 

1959-60 


.95 

— .05 

.04 

1 

33 

.89 

188 

42 

C 

Punjab 

1955-56 

1 

.06 

.06 

.04 

1 

.65 

.83 

188 

01 

C 

Punjab 

1956-57 

1 

.05 

.05 

.04 

1 

.33 

.80 

154 

46 

( 

UP 

1955-56 


..6 

~ .04 

.04 

1 

.16 

,83 

140 

85 

c 

UP 

1956-57 


.99 

— .01 

.04 


.30 

.78 

132 

08 

c 

West Bengal 

1955-56 


.92 

- .08 

.11 


77 

.87 

243 

55 

c 

West Bengal 

1956-57 

1 

1.9 

.19 

.14 

1 

32 

.72 

93 

70 

c 

UP (Muzaffar Nagar) 

1955-56 


.88 

-.12 

.05 

2 

.58 

83 

90 

93 

D 

UP (Muzaffar Nagar) 

1956-57 


91 

— .09 

09 

r 

77 

.81 

77 

33 

C 

UP (Muzaffar Nagar) 

1966-67 


.95 

— .05 

.05 

1 

.15 

78 

103 

.49 

C 

Punjab (Ferozepore) 

1955-56 

1 

09 

-- 09 

.06 

1 

.47 

.83 

90 

06 

C 

Punjab (Ferozepore) 

1956-57 

1 

.00 

— .00 

.06 


.06 

78 

66 

11 

C 

Punjab (Ferozepore) 

1967-68 


.99 

— 01 

.09 


.10 

59 

42 

01 

C 


Table 3 ; Profit (or Loss) and Rental Valul (or Interest) of Land According 

TO Sizf.-Groups 


Andhra Pradlsh (Rs pci unit of land) 


Farm Size-Grouji 

1957-58 

1958-59 

1959-60 


A 

B 

A 

B 

A 

B 

1 

-5.48 

171 79 

13 55 

164.89 

8 89 

166.94 

11 

-20.59 

136 47 

-38 67 

146 73 

12 .30 

153.26 

HI 

- 23.60 

119.22 

12 31 

117 05 

28.48 

127.60 

IV 

- 13.08 

92.39 

-43.39 

114.11 

— 19 27 

75.07 

V 

-39.16 

137 16 

-46 27 

79 31 

-72.58 

134.17 

VI 

20.72 

95 45 

— 54 28 

110 18 

41.11 

87,32 

VII 

-33 65 

121.48 

22 09 

94.07 

0 20 

64.75 

VIIl 

17 37 

123.76 

- 18 73 

148 99 

16.50 

149.48 

IX 

—4 36 

117 23 

—22 51 

122 39 

9 35 

123.11 



Bihar 

(1958-59) 




Farm Size Group 

Noith Monghyr 

Central Monghyr 

South Monghyr 


A 

B 

A 

B 

A 

B 

I 

218.68 


—32.45 


—58.66 


I) 

274.54 


61.30 


37.89 


rii 

211.91 


- -37.32 


—17.13 


IV 

160.31 


87.53 


—3.25 


V 



—24.09 


-13.38 


VI 

150.78 


208.85 


33.42 


VII 

152.01 


60.38 


18.56 


MIT 

TX 

190.19 


53 80 


16.78 



Note i Size classification differs from State to State. Data arc reported for a s many 
groups as are given in Farm Management reports. The last row in each 
case gives the average figures for the sample of farms. For Pupjab and Madras 
figures under column B ate rent or/and rental value of owned land. 

A => Profit (or Loss) B => Rental Value of OwnedLand 

(Continued) 
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Tabus 3: Continueo 
Madras 


Farm Size-Group 1954-55 1955-56 1956-57 



A 

B 

A 

B A 

B 

I 

—61.5 

44.3 

—65.8 

49.3 —23.2 

50.4 

II 

—30.4 

.39.9 

22.3 

44.9 64.8 

55.4 

in 

—10.5 

33.5 

10.6 

33.9 48.2 

44.8 

IV 

—6.3 

37.0 

—2.6 

36.3 83.5 

49.3 

V 

—38.1 

36.7 

— 16.9 

23.9 49.1 

30.3 

VI 

—6.4 

20.5 

-4.7 

20.4 -3.7 

21.1 

vn 

-14.7 

10 0 

12.6 

19.9 —3.1 

39.5 

vni 

14.4 

24.7 

21.2 

17.0 17.2 

13.4 

IX 

2.2 

29.1 

4.0 

28.5 36.8 

36.6 



Ahmcdnaoar 



Farm Size-Group 


1> 

55-56 

1956-57 





B 


B 

1 


—9.5 

14.6 

—35.74 

15.48 

11 


17.5 

7.5 

—14.22 

9.84 

III 


2.6 

11.7 

—14.40 

12.34 

IV 


54.8 

11.1 

—3.63 

9.33 

V 


7.1 

5.2 

—9.15 

7.17 

VI 


21.4 

3.8 

—4.38 

5.32 

VII 


13.4 

6.0 

2.77 

6.03 

VIII 


9.1 

3.0 

1.65 

3.56 

IX 


13.4 

6.2 

—3.90 

6.90 


Punjab 


Farm 

Size 

Or.oup 

1954-55 

1955-56 

1956-57 

A 

B 

A 

B 

A 

B 

I 

—52.0 

72.00 

—42.91 

71.00 

—23.08 

76.00 

II 

—19.0 

63.00 

—10.85 

59.00 

—21.11 

79.00 

III 

—9.0 

51.00 

—8.72 

59.00 

—4.27 

68.00 

IV 

—9.0 

48.00 

4.62 

54.00 

4.31 

63.00 

V 

1.0 

45.00 

28.56 

53.00 

18.55 

49.00 

VI 

VII 

VIII 

IX 

—8.0 

50.00 

0.28 

56.00 

—0.11 

65.00 


Uttar Pradesh 


Farm 

Size- 

Group 

1954-55 

1955-56 

l>56-57 

A B 

A B 

A B 

I 

—30.63 

18.0 

3.0 

11 

47.82 

31.0 

38.0 

HI 

49.91 

19.0 

43.0 

IV 

66.93 

27.0 

64.0 

V 

100.78 

60.0 

92.0 

VI 




VII 




vin 




IX 

60.14 

35.0 

55.0 



West Bengal 


Farm 

1954-55 

1955-56 

1956-57 

Size- 




Group 

B 

B 

B 

1 

—7.38 

15.4 

2.94 

11 

15.25 

13.7 

38.66 

III 

7.82 

—2.1 

62.15 

IV 

8.51 

34.2 

13.06 

V 

21.43 

31.7 

70.24 

VI 

57.21 

35.8 

74.33 

VII 

4.79 

50.9 

19.90 

vm 

36.21 

25.6 

40.38 

IX 

18.18 

26.8 

44.49 


(Continued) 


ductivity is a confirmed .phenomenon 
in Indian agriculture and its statistical 
validity is adequately established by 
an analysis of the disaggregated data. 

Under the impact of the ‘green re¬ 
volution’, one would expect the inverse 
relationship to undergo a change and 
to cease to be true at least in the 
areas which have experienced the 
‘green revolution’. Hie data relating 
to Punjab (Ferozepore) and Uttar 
Pradesh (MuzaSarnagar), however, do 
not provide any evidence of such a 
change. It is, perhaps, too early to 
expect a change in the first two or 
three years of the setting in of the 
‘green revolution*. We will have to 
wait for some time more before we 
can make any definite observations on 
the impact of the ‘green revolution* in 
this context. 

Returns to Scale in Indian 
Acricui.ture 

Before we proceed to examine the 
first of the three observations made 
by Amartya Sen, it is pertinent to esti¬ 
mate the returns to scale in Indian 
agriculture and distinguish them from 
the phenomenon of ‘inverse relation¬ 
ship* which clearly is a matter of rela¬ 
tionship between output (output per 
acre) and a single input (acreage) with¬ 
out holding other inputs constant. For 
this, we are confronted with the 
choice of the algebraic form of the 
function which reflects the postulated 
production relationship. We feel that 
a multiplicative model seems to be 
logically quire appropriate and ade¬ 
quate for the purpose. We, therefore, 
choose the function stated in the fol¬ 
lowing equation: 

Q — CA *** L^* F*** I*** 

We use the long linear transformation 
of this production function and state 
it as: 

Log Q = log C -4- b,log A -h b,log L 
b,log B -t- b 4 log F -i- 
bjlog I 

where 

0 = Gross value of output of 
crops (Rs) 

A = Land (gross cropped area) 

L = Human labour (adult man- 
days) 

B = Bullock labour (pair-days) 

F == Farm manures and fertilisers 
(Rs) 

I = Irrigation expenditure (Rs) 

We have estimated the equation by 
the method of ordinary least squares 
for each of the 25 sets of disaggregeU- 
ed Farm Management data. The value 
of R* turns out to be quite high in all 
but two cases. The included variables 
explain between 59 and 95 per cent of 
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Table 3: Concludeo 


• 



Mask 



• 

Farm 

Size- 


1955-56 


1956-57 

Group 


A 

B 


A 

B 

I 


1.29 

13.62 


—75.2 

21.9 

II 


13.58 

12.41 


— 10.0 

11.1 

nr 


—7.92 

8.96 


—7.4 

7.5 

IV 


2.14 

10.22 


—8.1 

14.4 

V 


6.57 

5.26 


—2.7 

4.8 

VI 


15.56 

5.36 


8.7 

6.8 

vir 


—2.39 

4.57 


9.9 

5.9 

VIII 


8.38 

3.96 


— 1.5 

4.1 

IX 


4.33 

6.82 


-1.4 

7.6 

Madhya Pradesh 

Farm 


1955-56 


1956-57 

Size- 







Group 


A 

B 


A 

B 

I 


—9.34 

17.76 


43.43 

29.55 

II 


—7.97 

15.48 


27.34 

21.58 

III 


3.08 

14.22 


32.61 

17.37 

IV 


5.10 

11.65 


22.03 

20 00 

V 


4.56 

12.16 


35 50 

19.82 

VI 


6.91 

14.04 


30.97 

24.28 

vn 


32.57 

15.00 


16.71 

27.83 

vm 


13.97 

15.65 


29,48 

24.18 

IX 


11.01 

14.41 


29 22 

22.84 

Orissa 

Farm 

1957-58 

1958-59 

1959-60 








Gioup 

A 

B 

A 

B 

A 

B 

I 

44.45 

18.29 

2.31 

17.56 

—8.41 

17.47 

II 

34.28 

16.38 

12.53 

16.34 

-0.30 

16.61 

III 

41.22 

15.50 

11.09 

14.17 

-14 75 

16.36 

IV 

48.21 

10.57 

—8.18 

10.75 

2.32 

10.35 

V 

30.43 

20.17 

41.73 

16.15 

10.25 

17.06 

VI 







vu 







VIII 







IX 

37.45 

16.73 

16,61 

14.94 

—2.01 

16.08 


the variations in the logarithm of the 
gross value of output (scfe Table 2). 

The regression co-efficients in our 
production function are the production 
elasticities and their sum. S indicates 
the returns to scale. 

n 

S = *: bi 

i = l 

Returns to scale are increasing, con¬ 
stant or decreasing, according as S is 
greater than, equal to, or less than 
unity. Table 3 gives the sum of regres¬ 
sion co-efficients for each of the sets 
of Farm Management data. The sums of 
regression co-efficients were tested for 
their deviation from unity. The t-test 
indicated constant returns to scale in 
19 out of 25 cases. Of the remaining 
six cases, four indicated increasing while 
two indicated diminishing returns to 
scale. These cases demand a closer 
scrutiny. In the case of Andhra Pra¬ 
desh we encounter constant returns in 
two out of three years. Increasing 
returns in the third year in Andhra 
Pradesh could as well have occurred 
by chance. This is true also of UP 
(Muzaffarnagar). The evidence in 
Madhya Pradesh is not conclusive in 
either direction. Taking an overall 
view, we can safely infer that, in 
general, constant returns to scale rule 
the scene of Indian agriculture. 

KxPLANA'nON OF IHE INVEHSE 

Rei.ationship 

Our estimates of the returns to scale 
are of considerable interest in the con¬ 
text of our discussion on an inverse 
relationship between farm size and 
productivity. We find that the ‘inverse 
relationship’ — which clearly is a 
matter of relationship between output 
(output per acre) and only a single 
input (acreage) without holding other 
inputs constant — is consistent with 
all the three phases of the returns to 
scale, viz, increasing, constant, and 
decreasing. It is now clear that the 
inverse relationship has to be explain¬ 
ed in terms of the operation of the 
law of variable proportions only. 

In the discussion that followed the 
publication of Amartya Sen's analysis, 
economists ascribed size-productivity 
differences to the differences in the 
level ol different inputs which can lx- 
listed as ranging from the directly quan¬ 
tifiable inputs like human labour to 
factors like soil fertility and management 
which are rather difficult to measure. 


weight, however, in Dipak Mazumdar’s 
observation that “higher output per 
acre in smaller farms is really a func¬ 
tion of higher input of labour per acre 
— the other factors varying more or 


less in the same proportion as 
labour’’.' As we had pointed out ear¬ 
lier [131, the observed intensity of cul¬ 
tivation on the smaller farms is gene¬ 
rally higher than on the larger (arms. 
Larger inputs of labour on these (small) 
farms is, thus, expended not on one 
crop alone but on more than one crop 
grown during the period of production 
on the same piece of land. This may 
further explain the higher productivity 
on smaller farms, productivity being 
defined in terms of acreage under the 
operational holding. 

LAnouit PBODurmiTV Wage Raie.s 
ANO Farm PnoFriAHll.l i v 

On the basis ol an a prioii reason¬ 
ing, Amartya Sen offered a general 
explanation for the observed pheno¬ 
menon in terms of low opportunity 
cost of (family) labour in a labour sur- 


ations in the input of human labour 
over different size-classes of farms 
which range from essentially family- 
labour based small farms to large 
farms employing a relatively greater 


proportion of wage-paid labour — the 
proportion of family labour to hired 
labour generally falling with an in¬ 
crease in the farm size." Sen’s analysis 
implies a marginal product of labour 
below the wage rate for some classes 
of farms (usually small farms) which 
have a relative abundance of family 
labour. Analysing the Farm Manage¬ 
ment data for Uttar Pradesh and Pun¬ 
jab, we [14] had earlier reported that 
the marginal value product of labour 
was not only positive but was also 
higher than the labour cost — though 
111 some cases, the two were not statis¬ 
tically signirieaiitly diHerent Iroiti 
each other. An analysis based on the 
classification of farms according to (a) 
size and (b) the extent of their depen¬ 
dence on family labour corroborated 
these findings.* 

Thus, there appeared ample justi¬ 
fication for the valuation of family 
labour at the ruling wage rate. The 
explanation for ‘unremunerative’ char¬ 
acter of Indian agriculture must, there¬ 
fore, lie elsewhere. Our analysis had 
also shown that the implicit earnings 


There appears to be a good deal of plus economy and the resultant vari- 
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of bullock labour,, an input factor 
characterised by specificity and indi¬ 
visibility, fell much short of its actual 
cost to the farms. Yhis suggested that 
the explanation for the observed be¬ 
haviour of net revenue lay, not in the 
valuation of family labour at the rul¬ 
ing wage rate, but, perhaps, in the 
value productivity of bullock labour 
(and variations therein over different 
size-classes of farms) coupled with its 
excess capacity maintained on the 
farms (which the Farm Management 
Studies clearly bring out). 

Scrutiny of profit and loss figures 
(see Table 3) for different size-classes 
of farms in different regions, however, 
demands a fresh look at Sen’s first of 
the three observations cited above. On 
the basis oi an exaniinatioii of these 
figures, we wish to make the following 
observations : 

(a) The number of cases (11 out of 
27) in which even the smallest 
size-group shows positive profit, 
is not insignificant. 

(b) Losses are not only observed in 
smaller size-groups of holdings 
but also in bigger size-groups of 
farms. 

(c) Size-classes reporting losses in 
one year quite frequently report 
profit in other year. 

Our first reaction is that, even when 
family labour is given an imputed 
value at the ruling wage rate, a size¬ 
able proportion of our agriculture 
does not turn out to be unremunera- 
tive. What explains then the negative 
figures of profit reported in a large 
number of cases? We wish to seek the 
answer not in the valuation of family 
labour at the ruling wage rate, but in 
the imputation of a value to owned 
land cither in terms of rental value or 
in terms of interest on the value of 
owned land. We wish to assert that 
imputation of a value to owned land 
(which Ls almost invariably inherited 
by farmers from their forefathers) is 
highly arbitrary and usually does not 
enter into a (anner’s calculations and 
deci.rion-niaking. (To some extent, in¬ 
terest on fixed capital also tends to 
fall in the same category.) 

If we deduct the rental value of 
owned land from cost C’“ and then 
compute the figures of profit we find 
that the negative figures turn into 
positive ones in the case of Andhra 
Pradesh, Madhya Pradesh, Orissa and 
Punjab. The problem does not seem 
to exist in Uttar Pradesh and West 
Bengal. In the case of Maharashtra 
(Ahmednagar and Nasik districts) the 
losses are completely wiped out in one 
year and reduced to insignificant levels 
in the other. In Madras, rent and 
rental value of owned land, together 
with interest on fixed capital,” take 


care of the reported losses. The evi¬ 
dence strongly suggests that the obser¬ 
ved remunerative character t>f Indian 
agriculture can be traced to and ex¬ 
plained in terms of imputation of .t 
value to owned land rather than the 
valuation of family labour at the rul¬ 
ing wage rate. In arriving at this con¬ 
clusion, we are particularly streng¬ 
thened by our findings on the marginal 
value product of labour and the exis¬ 
tence of positive figures of profit (as 
computed on the basis of cost C) even 
in the smallest size-groups of holdings. 
If we hold the uneconomic nature of 
bullock-labour maintained on the farms 
(particularly on the smaller farms where 
It remains highly underutilised) res¬ 
ponsible for losses on the farms, the 
implicit earnings of land appear to be 
sufficient to wipe out such losses. In 
any case, the valuation of family labour 
at the ruling market-wage rate need 
not be held responsible for the observ¬ 
ed losses. 

In the end we wish to sum up the 
observations made by us in the fore¬ 
going analysis : 

(1) We have found that, by and 
large, the inverse relationship 
between farm size and producti¬ 
vity is a confirmed phenomenon 
in Indian agriculture and that 
Its statistical validity is adequate¬ 
ly established by an analysis of 
tht- disannrenated Fanii Manage¬ 
ment data. 

(2) We also found that the scene of 
Indian agriculture is ruled in 
general by ‘constant returns to 
scale'. 

(3) The inverse relationship is per¬ 
fectly consistent with the three 
phases of the returns to scale, 
mz, increasing, constant and 
decreasing, and can be explained 
simply in terms of the law of 
variable proportions. 

(4) Our analysis strongly suggests 
that the explanation for unremu- 
nerativeness of Indian agriculture 
as shown by the reported losses 
in some size-classes of farms, lies 
not in the valuation of family 
labour at the ruling wage rate 
but in the imputation of a value 
to owned land. Tliis, along with 
positive figures of profit olwerved 
even in the smallest size-groups 
of holdings, provides ample 
justification for the valuation of 
family labour at the ruling wage 
rate. 
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Notes 

1 See Amartya Sen [15, 16] Morton 
Paglan [7], Dipak Mazumdar [5, 
6], A M Khusro [4] C H Hanu- 
mantha Rao [9, 1()], A P Rao [8], 
Ashok Rudra [11, 12], G R Saini 
[131, T N Srinivasan, [17], For an 
excellent summary and critical 
observations see J Bhagwati and S 
Chakravarty [.3]. 

2 Amartya Sen [15], p 243. 

3 Ashok Rudra [12], p A-33. 

4 These averages are based on three 
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years’ data. Because of the reported 
cbang.c.<! in the sainplc of holdings 
in some cases, the averages may 
not he entirely free from some bias. 

5 Farm Management Studies show 
that intensity of cultivation declines 
with an increase in the fann size. 

6 In a Seminar held in the Univer¬ 
sity of Delhi as late as January 
1971, and attended by almost the 
entire galaxy of top economists 
who contributed to the discussion 
on farm size and productivity 
from time to time, doubts about 
the statistical basis of the rela¬ 
tionship still echoed. 


7 Dipak Vazumdar [6], Mazumdar’s 
observation could be interpreted 
as assuming a technolo^ under 
which inputs are combined in a 
Axed proportion. This is not quite 

^ borne out by the data. It would 
be more appropriate to state that 
higher output per acre in smaller 
farms is really a function of higher 
input of labour per acre — the 
other factors varying in the same 
(iirectiim as lalmiir, rather than in 
the same propirrtion. 

8 Sec Amartya Sen [15, 16]. Dipalc 
Mazumdar’s explanation based on 
the ‘supply price of labour’ ap¬ 


pears basically similar to the one 
offered by Sen. S8c Dipak Mazum- 
dar [5. 6]. 

9 A similar analysis for other regions 
IS ill progress and shall l)c reported 
in the near future. 

10 For definition of costs, see Govern¬ 
ment of India [1]. 

11 Comparative figures of profit (or 
loss) and rental value are given 
in Table 1. Since figures of rental 
value were not directly available 
for Bihar in the published sources, 
no comments are offered in this 
case. 

12 Not reported here in the Tables. 


Size of Farm and Productivity 

Usha Rani 


This paper seeks to investigate the relationship between size of farm and yield per acre. Like other 
efforts in this direction so far, it uses data from the Farm Management Studies. But ivhereas the earlier 
studies have used aggregated data for different size~groups of farms, the present exercise uses data for 
individual farms. 

Further, in order to study the relationship between productivity and size of farms in the context of 
the neiv trends developing in Indian agriculture, the study is confined to lADP districts. 

[The author is grateful to fl Laxminarayan, A Majid and P V G K Rao for their constant encourage¬ 
ment, comments and suggestions.] 


THE Km 111 Mmiai;cmeiit tl.it.i has often 
been ulilised lo study the relntkni.sliip 
between size of I ami and j ield jier acre. 
Several such studies — for instimci-, 
those ol Kliusro,' Haniunantba Rao,“ and 
the Direekmite’ itself — have tiied to 
show an inverse relation.ship between 
size of holding and yield per acre. All 
of them have utilised the size-class d.itj 
of the F.iiin Maiiagenient .Siiiveys. On 
the other hand, Hiidra^ and A P Hao’ 
have, on the liasis of theii studies based 
on the di.saggregated data of ‘Contiiiiioiis 
Villagi' .Sinveys' conducted by the Agri- 
cultnial Fconoinies ItesiMreli Centre, 
rpiestioned the validity of this widely 
•accepted foiiniilation of an inverse iel,i- 
tioivship between sizr- of fann anil yiehl 
per acie. Both of them have found 
that, yield fier acre reinaiiis constant 
irresiieelive ol dilfeiences in size ol 
farms. Theoretical evplanations have 
lH*en given u> siippoit ol both types ol 
observations. 

The objective ol this papi'r is to find 
out the relationship between size of larni 
and yield per aeri' based on the use 
ol individual holdings data of Karin 
Management Surveys (i e, disaggregatetl), 
anil to test some ol the hypothetical ex¬ 
planations offered Iroiu both sides. Thus 
the present study of size ol fann and 
productivity is also baseil on tlx* dat.i 
ol Farm Management Surveys txjnducted 
by the Directorate of Economics and 


Slatislies. But whereas all the e.ailiei 
studies have utilis<‘d the aggregated 
data ol the dilleri’nt size gioiips ol 
larms of Farm Management Siirvess, 
the present exercise is ba.sed on the data 
about individual larms ratbei th.in on 
data about the size groups. SecoiulK, 
111 Older to stud) the relationshii) bet¬ 
ween piodiictivity and size ol faims in 
the context ol the new tieilds develop¬ 
ing III Tndian agiiciilluie, the study is 
eonliiied to the I ADI’ di.stiiets All the 
lADl’ ilistiicts lor which the KMS d.it.i 
IS available have Ix'en coveied. The 
p- riod and thi- districts eoveieil iii tlii- 
.stiiily are as lollows: I’ah (llajasthaii) 
1902-65, W’est Godav.iii (,\iidhi.i 
I’r.idesh) 19,57-60. Sunili.ilpni (Oiiss.i) 
19.57-60. Haipui (Madhya I’radeshl 
1962-6.5, and Alleppev (Kerala) 1962-65. 
The data on each ol the thiee years ol 
Mirvei's has Ix-en taki'ii up separately 
for all the five disliicts and, thiieloie, 
in all, theie ale 1.5 senes ol data. The 
lol.il imnibei ol obseivations are I'I'll. 

Mlf.lllOI) OK Anvi.v'.is 

To stud) the relation.ship between 
size of lann and yield per acre, an ex- 
pir.ieiitial liiiicHioii of the form Y is equal 
to AX *’ (w'hicli is the same as log V is 
equal to log A plus b log X, in the 
linear foini), where Y and X are depcii- 
lient and independent variables respec- 


tiveK, has been utilised. The regre-.ssion 
co-elli( ient ’I)' would have- a negative 
sign ii output pel aeie- di'cline-s along 
with an iiictease- in the size; of farm. 
The le-siilts aie as .shown in Chart A. 

In Cliait A eqiiation.s, Y stands for 
yie'ld pel ae ii. (i e, gross value of out¬ 
put divieled by the size; of farm) and X 
Stanils for the size of farm. The re- 
yiessioii co-e'lficiexit in 14 out of the 15 
eases IS ne-gative. Ileiux-, in cernsidera- 
tioii ol the- sign of regiession of the 
sign o* re'giession t' 0 -eiiic‘K*nt. it coulel 
he eoneluelid as Khusro did,' that yield 
pi'i acre has a tende-iie-y to decrease 
along with an increase in the size of 
fann. But il the- ‘t’ te-st is applied for 
testing the significance of regression CO- 
elfieient, the*ii the txrnelusion varies coli- 
side-iably ae-e-ording to the le-ve-l of signi- 
ficani e- at wine h the te st is applied. A 
test at 16 per cs-iit le vel of significance 
ri-He-e-ts that, m 9 out ei| 15 ease-s, the 
regiession co-e*lfieie-iit is sigiiificaut and 
hi-iie.|- the- feirmiilutum of inverse re-lation- 
ship be-twee-ii yield per acre and size- of 
larni is loiind still valid. But if the; ‘t 
te st is applie-el at the .5 per ce-nt level 
ol signilicaiu-e-, then the- regression co- 
e-ffieieut is lennul significant only In 7 
out ol 15 case-s. and hence nei generali- 
satiem regarding the- re-lationship can be. 
maele. l-'urther, il the test at 1 ptT cent 
level of sigmficarit-t- is applied, the re¬ 
gression ex)-efHci(-nt is found significant 
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ClIAHT A 


Pali 


1962 liiK Y =!<)« 2.069 — 0.1955 lo« X 

t =—2.18.310**. R= = 0.0478, N = 97 
196.3 log Y =log 2.400—0.107.3 log X 

t =—1.8745*, R“=0.0'357, N=97 
1964 log Y =log 2.361 + 0.1276 log X 

t =2.0172**. R^ = 0.(M08, N = 98 


West Cotluvari 1957 log Y =log 2.592—0 01194 log X 

t =—2.401*', R= = 0.05.35. N=104 

19.58 log Y =log 2.601—0.1804 log X 

t =—,3.13.3'*, R2=0.0855, N=107 

19.59 l(.g Y =log 2.6.38—0.16.53 log X 

t =—2..562*“*, IP’ = 0.060.5, N = 104 


.SaiiiLalpui' 


1957 log Y =log 2.149—0.0.348 log X 

t =—0 6.342, H=! = 0.0041, N = 99 

1958 log Y =log 2.126—0 0868 log X 

I =—2..5709", R-=0.06.32, N = 100 
19.59 log =log 2.035—0.0886 log X 

t =_2 1.316'“; R- = 0.0443, N = 100 


Raipur 


1962 log Y =^log 2.6(K;—0 0403 log X 

t = - -0.8439. R- = 0.0072, N-lOO 

1963 log 3' =log 2.662—0.0,526 log X 

I = -1.299. R-= 0.0169, N = 100 

1964 log Y ---log 2 681—0 0,571 log X 

I =—1.2138, = 0.0148, N = 100 


Alli'pix'v 


1962 

1963 

I'Mil 


log 3’ =log 2.180—0.0.339 log X 

t =—0,5079. R- = 0.00.35, N = 75 
log 3 =log 2.972—0.0051 log X 

t =-.0 0917. R- = 0.0001, N =75 
log 3' =log .3.208—0,074 log X 

t =—1.978'. H- = 0.0,509, N = 75 


N<il( . * = t!i(. rcgrc.ssioii c-<i-<‘IHcifnt is signifioaiit at 10 per irnf Irvi'l of .signi- 

ficanci* 

'“ = Tlic ifgrcs.sion co-ollicient is significant at 10 as well .as at .5 per 
cent levels of .significance. 

"“ = The regresskm co-e(fleient is signilicant at 10, 5 anil 1 per ix'nt 
levels ol significani-e. 

R- stands for tlie vaiiation in tlie ilependent vaiiahle 3’ explained liy the in¬ 
dependent variahli' .X and N stands loi the iniinlicr ol oliservations. 
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only in 'one out of the 15 cases. Ilcni e 
one can even conclude that yield per 
acre leinains constant over dilfcrent siyc 
groups of funiis. 

The.sc findings arc contrary to the re- 
.sults olitained liy llaniiniaiitha Rao- on 
th<‘ ha.sis ol his analvsis of h'MS dala ol 
individual holdings lor lioiiili.iy lor 
1955-,56. These results ueie used liy 
him to give fiirthei supiioit (o the vali¬ 
dity ol the prevalmce ol an iiiveisc 
relationship hetwecii si7e of i.uin and 
yield per acre. 

It has heen said in FMS report fl.il 
the intensity ol cropjiing is high on 
small farms as (.oinpaied to on laig'- 
iarnis which leads to liighei output jjer 
acre on small faims. To find out «h'4lu r 
there is aiiv signilieant vaiialioii m the 
intensity of eioiiping (Inlensily of ciop- 
ping = Cross eioiipi-d area divided liv 
the size ol iarm) ovei different size 
groups of l.iims. a smi]ile legiession 
e(|ualion of the loim 3'= A plus liX h.is 
Iwsm used, lleie 3' stands loi intensity ol 
ciopping and .X foi the si/e of laim. 
The results are as shonii in Cliait U. 

The sign of ll•glesslon i o-i llicieiit is 
negative in all the lases Hence if 
can lie conilnded th.it intensity ol ciop¬ 
ping is high on small laiiiis and de¬ 
creases .along with the inciease in the 
size ol farm. Rut when 3' test is applied 
at 10, .5 and 1 fx ' ‘(‘iit levels ol siginfi- 
cauee it is lonnd Ih.il the regiessiim to- 
ellicient is significant onlv in 7. 6 ami 
.3 out ol 1.5 cases, ii'speetiveK Hence 
no firm gi'iieialisatioii i.m he made 
almut the vaii.ition ol intensity of ciop¬ 
ping over diffeieni si/e gionps 

Dki i.iMNO 1 see IS 

In the FM.S lepoil. highei onlimt pei 
acre on small lainis is atliiluited to high 
hut deelining inputs pei acie as the si/e 
of farm meieases. To find out tlii. rel i- 
tionship ol mpnis pei acre (inputs ii.|ei 
to total cost ol piodiietion nieinding the 
imputed value of lainilv l.ihoni and rent¬ 
al value ol owiii'd l.nid) and si/e ol 
laim a simple legiession ei|n.llion has 
heen utilised. The lesults ;ue as shown 
ill Chart C, 

In Chait (f eipiatioiis, 3 stands lor 
inputs pel iuri. and \ loi si/e ol laim. 
The sign ol legiession co-cllicient is 
found to he negative in all the casgs. 
Hence it c.m he loiulu.led tii.il, in|>nts 
pel acie dei'iease as the si/e ol laim 
inireases When the "t test is applied 
at If) Ol .5 ix'i cent levels ot significance, 
the regiession eo-cllicii'iit is signifii ant 
in 7 and 6 out ol 1.5 c.ises, ti'spectivelv. 
Hence no gi'uei.ilis.ition c.Ui he m.ule. 
II this lest is applied at the I jier cent 


level ol significance, the regie.ssion co- 
i llieient is significant oiiK in 1 casi' out 
ol 1.5 cases. Hence it can he said that 
Iheie are no significant variations in the 
inputs pel acie over diHercut si/e 
gioiips ol laiiiis. 

One ol the exiilaiiatioiis given h\ 
Ran' tor the csmst.int v leld per acie ovi r 
dillereiit size groups ol Iarnis is that net 
cnitiv.ited area’ (size ol la in mmns cni- 
leiit liillow land) should he used, he- 
c.iiise he a.s.sumed that cuirent lallow 
land iiicri'iises more th.in pioportionatelv 
as the si/e ot larni incr«-asi-s. To see 
whether the exclusion ol curieiit lallow 
land from the size of lariii ni.ikes a sig¬ 
nificant difference to the relationship of 


si/(. of laiin .iiid yield pi-r acre, an e\-pn- 
iieiitial function ol the form, Y = AXt*, 
has heen utilised where 3' .stands loi 
\ie|d pel acre and X lor the size of 
laim ininiis current fallow land. A test 
wliieli is applied to test "the ecpiality ot 
legression co-i41icients'’ is applied and 
the le.siilt IS that the exclusion of cur¬ 
rent lallow land fioiii (he size of farm 
does not iiiak<‘ a significaut difference 
to the relatioiisliip ot yield i>c‘r acre 
o\ei dillereiit size groups of farms. 

-Auka InniOATED 

Another explanation given hy Rao' 
loi the c'oiistuiit yield pet acre over 
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Chakt B 


Y = 4.1)26 — 0.5826 X 

t = — 4..1215***. R“ = 0.0416, N = 97 

Y = .‘J.S57 — 0.0425 X 

t = — 2.6.35**°. R“ = 0.0681, N =» 97 

Y = 3.924 — 0.0465 X 

t = — 2.012*°, H-' = 0.0416, N = 98 


West Gtxluvaii 1957 Y = 1.629 ~ 0.0132 X 

t = — 2.697*°*, = 0.0666, N = 101 

1958 Y = 1.956 — 0.0284 X 

t = — 1.644, U- 0.0251, N = 107 

1959 Y = 1.586 — 0.0141 X 

t = — 2.249°*, 11“ = 0.0473, N = 104 


Samltalpiir 1957 Y = 1.0266 — 0.0012 X 

t - — 0.2502, 11“ = 0.0006, N = 99 

1958 Y = 0.9921 — 0.00.33 X 

t = — 2.1344*°, 11“ = 0.0444, N = 100 

1959 Y = 0.9878 — 0.(K)06 X 

t = — 0.5776, 11“ = 0.0034, N= 100 


Raipur 1962 Y - 1.7,506 — 0.0314 X 

t = — 1.7707*. 11“ =: 0.031, N = 1(K3 

1963 Y = 1.4872 — 0.0082 X 

t = 0.9.328, 11“ - 0.0088, N = 100 

1964 Y = 1 4767 — 0.0123 X 

t = - - 1.425. 11“ = 0.0203, N = 1(K) 


All.’ppey 19fi2 Y = 1.102 — 0.(K)12 X 

t -- 0.8.378, 11“ = 0,0095, N = 75 

1963 Y = 1 41.37 — 0,(KH)1 X 

t = — 0,01] I, H“ = O.IXKW, N = 75 

1964 Y = 1 1787 — 0.0016 X 

t - 1.58.3. 11“ = 0 0.3,32, N = 75 


Chaht C 


Y 127 09—1.324 X 

t — 2.078*°, 11“ ^ 0.04.35, N = 97 

Y .3.52..54 — 8.15 X 

t — 2.295°*. 11“ ^ 0.0.525, N = 97 

Y .333.48 — 4.4215 X 

t •— 0,6958, 11“ = O.OOOl, N = 98 


Y 449.74 — .3.653 X 

t ~ 1.8.54*. 11“ = 0.0.326, N = 104 
y ,532.11 — 5.434 X 

t — 0.8677. 11= = 0.0071, N =- 107 

Y 623.98 — 2.732 X 

t — 0.1987, 11“ - 0.0(M)l, N- 101 

Saiul>ulpiir 1957 Y 116.97 — 1.441 X 

t — 1 619. 11“ = 0.0263, N - 99 

1958 Y 127.49 — 1.997 X 

t —2.8.56* *°. 11“ = 0.0768. N = 100 

1959 Y 114.94 — 1.299 X 

t — 2.499**, 11“ =1 0.0599, N ^ 100 


Y 423.56 — 9.176 X 

t 2.127**, 11“ = 0 0 441, .N = 1(H) 

Y 415.03 — 4.858 X 

t — 0.ft56. 11“ = 0.(H)44, N = UK) 

Y 412.01 — 3.284 X 

t — 1..391, 11“ = ()0193, N = UK) 

Alleppey 1962 Y 342.45 — 2.162 X 

t — 1..504, 11“ - 0.0177, N = 75 
UK4.3 Y : 965.86 — 2.376 X 

t : —1.146, 11= = 0.0177, N = 75 
1964 Y : 1374..36 ~ 10.147 X 

t : — 2.37**, R“ = 0.0711, N 75 


Raipur UK)2 

1963 

1964 


West C’.ouavaii 19.57 

1958 

1959 


Pali 1962 

1963 
UKi4 


Pali 1962 

1963 
1984 


(lilleieiit .size Ki»nps (H’ lar>ji.s i.s that the 
p.iDporluni ()l area irrigated in each 
lioldiiiH .should he .same (i e, the percent- 
ane iiiinali'd aiea ovei different size 
Kioiips should he the siiine). To test this 
hypotht'sis, all the holdnif’s which had 
the .same peieeiilaKi; iiiirlated area were 
seh'eled liom ear'll .seiies of data. For this 
limpose. an exiiimeiilial luuelion ol th'i 
hum, 3=,.\.X'', has heen ulilis«-d and 
till' lesnlls aie as shown in Chart D. 

W|.,\K Sl.VIIMK.SI. Ba.sis 

The sipi ol lemession lo-ellicient is 
nejfalrvi' in 12 out ol 1.5 eases. Ilencc it 
tan he saiil that yield irei .leie deeieases 
wilh an niiiease in the size ol iaim. 
When the “I" lest is aiiphed at 10, 5 
anil I pel cent level ol sininluanee, the 
leHiession eo-ellieients aie siunificant in 
9, 7 and .5 out ol 15 eases ConsideiiiiK 
the v.diies ol 11“ in Ihts-^ casi’ and eoin- 
liaiini; them with thi' 11“ v.ilnes ariived 
.it when .ill till' holdings weie eonsider- 
ed. it IS lonnd that in this ease the 
values ol 11“ are liiKhei hut still not so 
sit;inlie.inl ,is to en.ihli one to attrihilte 
.1 sif.;iiilie.nil piopoitioii of v.iii.itions in 
Meld pel aeie ovei dllleieiil size glotips 
to vaii.ilioiis III niination alone, lienee 
it eaiiiiol hi eoiielnded th.il, if the 
piopoilion ol .iie.i iiiinated is same in 
dilfeieiil si/e «ronps ol laims, yield per 
.me will not van liom one size «loup 
to aiiothei lienee difleiences in the 
vield pel aeie over dilleieiit size groups 
ol laims i.iiinot he attiihnted to the 
dilleieiiies in ninralioii alone. On the 
h.isis ol the pieseiil exeieise, it eimld he 
(onelnded that, tlioiiHli in Ki'tieral the 
lendeinv ol .in iiiveise lelationslnp he- 
tween si/e ol l.nm and vield per acre 
IS oh.eived, it has a we.ik statistical 
hasis The same is tine lor the explana¬ 
tions olliiid ti~. vaiiations in (i) the 
Iiilensits ol eioiipmi' (ii) total inputs per 
.leie (ill) eniienl l.illow land (iv) propor¬ 
tion ol iiiiii.ited aiea of eaeh holding 
ovi 1 dilleieiit size gionps of farms. 

Till now we were dealing with yield 
|in aiie and size ol the larni. Khnsro 
hioiii'ht two inoie ealegories ol ‘turin 
hnsiiu.ss I'insune per aeie* and ‘xrrofits 
jiei aeie’ into the iliseussion, to support 
and explain the -joiielnsioii ol inverse 
relationship hetweeii size of farm and 
vield jiei aeie lienee it will not he out 
ol |>laee to di-.il with these as well. 

Khnsio ohseived an inverse relation¬ 
ship hetween the l.nm hnsincss ineonic 
per aeie and the si/e of farm, i e, as 
the size ol farm i'.\))ands, farm business 
iiieome iier aeie declines. To find out 
the rehitionshi)) helwi'en farm business 
income over diffeient size groups of 
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fanns a simple regression eijuation has 
Ixien utilised anti the results are as 
shown in Chart E. 

In Chart F, eijiiations, Y demrtes the 
farm business income per acre (i e, gross 
value of output niitiiis cash expenditure 
tlivided hy siz<.' of lariii). The regression 
co-elBeieiil is negative in all the 12 
eases (all the 15 cases could not he 
considered due to the iioii-availahility of 
the necessary detailed data of I’.di Dis¬ 
trict), indicating an inverse relationship 
lietwei-n farm hiisini'ss income and the 
size ol larin. I( the "l" lest is applied 
at 10 per cent level ol signifieaiiee, the 
regre-ssion co-e(Iicient in 8 out cif 13 
eases' is sigiiiiieant. lienee (he coiiehi 
sion. of an inve-rse relationship hetween 
the two varlahles under consideration, is 
found to he valid, lint if the “t" Ic-st 
is applied at 5 or 1 pei cent levels of 
signiiieunee, the miinhei oi significant 
regression eo-effieients comes down to 4 
and zero, respectively. Hence it esmid 
he coneluded on this basis that, then; 
is no significant variation lietween farm 
husiness income over different size 
groups ol fauns. 

Khnsio ohseivi'd .i i>osilive lelalion- 
.ship hi'lwis'ii profits jier aiie and si/.e 
of iarni. ileie, a siniple legiessioii eipia- 
tioii has lieen utilised to find out the 
variations ol piofits |h'i aeie over diffei- 
ent size gioiiiis ol laiins. The lesiilts 
are as shown in (ffiail K. 


Pah 


West Gorlavari 


Sanihalpiir 


Ifaipiir 


All 'tipey 


In these ei|uatioiis V .stands loi piofits 
per aeie (i e, gloss value of output 
minus total inputs meludmg the im¬ 
puted value ol laiiiily lahour divided 
hy thi- size ol laini). The iegie.ssion co- 
r'ffieiiMit is found to he ixisilive in 10 
out of 1.5 eases, lienee it could he csin- 
eluded that piofits per aeie aie t«isitive- 
ly related to the size of lariii. Ihil when 
"t” te.st is applied, none ol the iegres¬ 
sion csi-ellieienis is found to he signifi¬ 
cant at an\ level ol signilieanee. Ilenc'; 
it could he eoneluded that there is no 
significant variation In-lsseen piofits pel 
acre ovei different size gionps ol farms. 
H< 'ne<' the .same eonelusion hidds good 
regarding the ohservatioii of an inverse 
relationship hetwe-.m farm husiness in- 
csiiiM' per acre ovei different size groups 
ol rarnis, and a ivisitive ii-lationship 
hetween inolits pei acre over different 
si7a“ groups of farms — if; that, though 
these ohservatioiis aie loiind to he ge- 
iK'rally valhl the\ aie based on weak 
.statistical verification. 


Wi'st Godavari 


.S.uniialpur 


Itaipiir 


.Alleptx-y 


1902 

1903 

1904 

1957 

1958 

1959 

1957 

1958 

1959 


1962 

1963 
1904 


1902 


1903 


IfXil 


10,57 

1058 

1959 

1957 

1958 

1959 


1902 

1903 

am 


1962 

1903 

1904 


ClMUT D 


log Y = log 2.040 — 0.2829 Log X 
. t = — 1.7027*, H« = 0.0070, N = 42 

log Y = log 2.302 — 0.1823 log X 

t = — 1.959*, R“ = 0.0903, N = 38 
log Y = log 2.239 + 0.1009 log X 

t = 1.3304, 11“ = 0.0495, N = 30 


log Y log 2.603 — 0..3041 log X 

t _ 1.8708* ••', IH = 0..3509, N = 46 

log Y log 2.7103 — 0.2316 log X 

t — .3.7993**'’, 11“ = 0.2429, N = 47 
log Y log 2.6944 — 0.2555 log X 

t — 2.7455* 11“ = 0.1586, N = .42 


log Y = log 2.132 — 0.(Kf4.3 log X 
t = _ 1.0.39, 11“ =0.119, N = 75 
log Y = log 2.133—0.068 log X 

t = — 1.0477, 11“ = 0.0,304, N = 74 
log Y = log 2.049 — 0.0953 log X 

t = — 1.997**, 11“ = 0.0487, N = 80 


log Y = log 2.005 — 0.132.3 log X 

t = - - 2.,328*», 11“ = 0 1143, N = 44 
log Y = log 2.099 — 0.1803 Jog X 

t = — 2.,5.57**, 11“ = 0.1741, N = 33 
log Y = log 2.724 — 0.0125 log X 

t = — 0.1250, 11“ = 0.0005, N = 35 


log V = log 2 129 -I- O.Ol.'lT log X 
t = 0.0901. 11“ 0.0001, N = 2.5 

log Y = log 2.8.11 -f 0.1207 log \ 

t = 0 8010, 11“ - 0,0370. N = 21 
log 1 = log 3.'3.'19 — 0.1201 log X 

I = — 2.5231**, H“ = 0.2725, N = 19 


ClIAR-l' E 


Y 
t 

y 

t 

Y 
t 


Y 
I 
1 
t 

Y 
t 

Y 
t 

t 

Y 
t 


210.13 — 2.9828 X 

— 2.(H)27**, 11“ = 0 0;}78, N = 101 
228 02 - 3..5417 X 

— 1.7.532*. 11“ = 0.0284, N = 107 
29.3..55 — 5.0959 X 

— I 8(KI7*. 11“ = (I.O-'U, N = 104 


l l'l.OS — 2.4942 X 

— 2 1223**. 11“ = 0.0.570, N = 99 
117 95 — 1..5.303 X 

— 2 1515**, 11“ = 0.0578, N = 100 
03.85 — ].a561 X 

1 7178*, 11“ = 0.0292, N = 100 


278.40 — 1.8522 X 

— 1.1.5.59, 11“ = 0.01.35. N = 100 
102.08 — 8.0923 X 

— 10019. R“ = 0.0278, N = 100 
486.07—12.03.34 X 

— 2.413**, 11“ = 0.0561. N = 100 


y 

t 

Y 
t 

Y 
t 


= 98..34 — 0.9.301 X 
= — 0.006, 11“ = O.tXKl, N = 75 
= .305.19 — 1.,59.39 X 
= — 0.4025, 11“ = 0.(H)22, N = 75 
= 741..55 — 1..5476 X 
= —0.3255, R“ = 0,0014, N = 75 


GoN< l.l'SKINS 

This isinltoversy cil relationship lie- 
tweei) the .size ol funn and yield pel 


acre was based on the aggregated data 
ol FMS and on disaggregated data Irorii 
some other .sonreevs, but the results were 
not put to statistical tests. After taking 


care ol these I actors, the conclusion 
which emerges from the present cxer- 
ei.se is that, this whole controversy and 
all the explanations offered to support 
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CUABT F 


Pali 1962 

1963 

1964 

West Godavari 1957 

1958 

1959 


Y «= — 2.54 — 0.474 X 

t = — 0,5882, == 0.0036, N = 97 

Y = — 70.11 + 1.9523 X 

t = a.7779. R2 = 0.0063. N = 97 

Y = — 32.02 + 3.2175 X 

t = 0.9761, R2 = 0.0098, N = 98 


Y = — 19.92 + 0.3813 X 

t = 0.3153, R2 = 0.0009, N = 104 

Y = — 49.36 ~ 1.2245 X 

t = _ 0.5212, R2 = 0.0026, N = 107 

Y = _ 48.13 + 2.1598 X 

t = 0.4807, R2 = 0.0023, N = 104 


tlio dilTcrciit ohservations had a very 
weak statislical h&sis. Whatever the 
situation might have been in the early 
sixtic.s when the FMS weie. conducted, 
till' whole confiovcrsy loses much of its 
iiuportanie in \ i<'\\ ot tlu- developments 
which aie t.ikiug place in Indian agri¬ 
culture because, evtn if the .small far¬ 
mer had ceitain ailv.uilages over l.argc 
larmeis in laboui-iulensive techninue.s, 
those are likely t(; be wiped out ns 
capital-mli'usive ledmaiiies gain popu¬ 
larity .among fanneis. 


Sambalpur 


Raipur 


Allcppey 


1957 log Y = 30.42 + 0.1468 X 

t = 0.1564, R2 = 0.0003, N = 99 

1958 Y = 3.8825 + 0.8213 X 

t = 1.1456. R2 = 0.0132, N = 100 

1959 Y = — 6.886 + 0.4769 X 

t = 0.7661, R3 = 0.0059, N = 100 

1962 Y = 27.81 + 2.9189 X 

i 0 ,5942, IF = 0.0036, N = 100 

1963 Y = 88.12 — 0.6599 X 

t = — 0.0756, R2 = 0.0001, N = 100 

1964 y = 141.58 — 7.45 X 

t = — ].(j33, IF = 0.0265, N = 100 

1962 Y = 1.1178 4- 0.2141 X 

t = 0.1746, W = 0.0004, N = 75 

1963 Y = 8.3.60 — 0 8693 X 

t = --0.2381, IF = 0.0008, N = 75 
1904 t = 290.63 + 3.0149 X 

t = 0,6.353, IF = 0.0055, N = 75 
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Employment Patterns in Large Farms of Punjab 

Ashok Radra 

This article presents some results pertaining to permanent farm servants and casual labourers em¬ 
ployed on big farms in Punjab. These results suggest that 

(i) permanent labour and casual labour are substitutes for family labour; 

(it) pumps and tubewells create demand for casual labour and replace permanent servants; 

(Hi) tractors create demand for permanent servants and replace casual labour. 

[Results presented here were obtained in the survey conducted by the author in collaboration with 
A Majid and B D Talib on behalf of the Agro-Economic Research Centre of Delhi University to look into 
the economics of large-scale farming in Punjab. The author is very grateful to Usha Kiran for her help 
in the statistical analysis presented here.] 


IN this brief article are presented some 
results pertaining to permanent farm 
servant: and casual labourers employed 
on the big farms of Punjab defined as 
above 20 acres in size of operation. 
Tables lA and 2A present districtwise 
variations with regard to permanent 
servants. In most districts, there are 
farmers that have more than one pe.'- 
inanent servant; but Curdaspur and 
JuUundur seem to have many big farms 
run entirely on family labour and casu¬ 
al labour, for, the average number of 
permanent farm servants is less than 


Tabi.c 1-A : Permambi^t .SiiRVAsrs’ EMPLoVMtNT ANij Wagw Pa rrsRN in Districts 


District 

Number of 
Permanent 
Servants 
per Farm 

Gross Acre¬ 
age per 
Servant 
(Acres) 

Cash Pay¬ 
ment per 
Permanent 
Servant 
(Rs) 

Kind Pay¬ 
ment per 
Permanent 
Servant 
(Rs) 

Proportion 
of Cash 
Payment to 
Kind Pay¬ 
ment 

Gurda.spur 

0 75 

59 

1.30 

1055 

0.13 

Amritsar 

2 45 

24 

470 

1080 

0 93 

Kapurthala 

1.09 

45 

595 

605 

0,98 

JuIlunUur 

0.93 

51 

780 

755 

1.03 

Hoshiarpur 

1.13 

45 

740 

680 

1.08 

Rupar 

0.08 

393 

540 

5C3 

1.08 

Ludhiana 

1.95 

28 

895 

1595 

0.58 

Ferozepur 

1.40 

38 

985 

570 

1.72 

Bhatinda 

1.66 

34 

1395 

675 

2.07 

Sangnir 

1.52 

31 

625 

665 

0.94 

Patiala 

2.28 

23 

415 

1185 

0.35 

Total 

1.65 

32 

810 

835 

0.97 
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(Mie III tlie'y (listiicis. Ill till’ State as u 
whole, 18 (ler eeiit ol the big laniis 
do without any permanent servants; 
the proportion is as high as 92 
per cent in Rupar, more than 50 
per cent in HAshiarpur and Gur- 
daspur, and more than 30 per cent 
in Kapurthala, Iiillundiir and Ludhiana. 

In most districts other than Gurdaspur, 
Rupar and Hoshiarpur. the prevalent 
pattern is to have one servant per farm. 

In Amritsar and Patiala, the average 
goes lieyonil 2. .incl in most others 
it is between one and two. Rupar is 
a case apart. There seem to be very 
few farm.s in the district with perma¬ 
nent servants. 

The use of permanent servants in 
relation to land cultivated varies from 
23 gross acres per servant in Patiala 
to 59 per servant in Gurdaspur fkeep- 
ing out Rupar from the comparison). 
This does not necessarily indicate any 
differences in natural conditions call¬ 
ing for iiiore or less labour. Por that. 
We would rcc|uire some measure of 
total labour including family labour, 
permanent servants* laboui, and casual 
labour. We have not attempted to 
arrive at am suth ineasiirc of total 
labour input. 

Cash payrneiii pet servant vanes very 
largely fioni di.stnet to district; but 
the variation reduces when one con¬ 
siders cash wages and kind wages 
combined. The combined vvjge rate 
evcrywheie is moie than Rs 1.000 per 
unnuni. and in the case ol Ludhiana 
inul nh.itiinla it is aliovs 2-OOt) tiei veai 

While we aie not in a position here 
to account for the vaiiatioiis in the pro¬ 
portions of cash and kind wage pav- 
menl, the esteiit of variations is, 
indeed, noteworthy. Thu.s eash wages 
are as low as 33 per cent and ‘13 per 
cent of kind wages in Patiala and 
Amnl.sjr. more than double of the 
latter in Bhatiiid.i. and neailv double 
in Feroyepiir. 

Veiy much more intelligible pattern.s 
emerge when the classification is b\ 
sive groups. As can be seen in Tabic 
2B. and a.s may be expeelcd. there is 
a positive association between the 
number of peimanent servants and 
farm size. In the population as a 
whole, less than 20 per cent of the 
farms have no larni servants and less 
. than 1(1 pel cent have more than 8. 
The pattern of 1 to 3 servants per farm 
dominates size groups up to 75 acres. 
Beyond 75 acres, however, the pre¬ 
valence is of 3 to 6 servant.s. Up to 
the size 150 acres, the relation between 
number of servants and farm size can 
be approximated by the linear formula 


TAm i; 1 -B; Permanent Servants’ Employment ano Wages Pattern for Size Groups 


Size-Group 

(Acres) 

Number of 
Permanent 
Servants 
per Farm 

Gross Culti¬ 
vated Area 
per Servant 

(Acres) 

Cash Pay¬ 
ment per 
Servant 

(Rs) 

Kind Pay¬ 
ment per 
Servant 

(Rs) 

Proportion 
of Cash 
to Kind 
Payment 

20-25 

1.12 

28 

595 

965 

0.62 

25-30 

1.13 

32 

640 

780 

0.82 

30-40 

1.25 

37 

755 

860 

0.86 

40-50 

1.96 

29 

590 

940 

0.62 

50-75 

1.9g 

34 

785 

840 

0.93 

75-100 

3.60 

29 

1695 

665 

2.54 

100-150 

4.00 

30 

S’65 

580 

1.67 

150 and above 

5.68 

32 

970 

520 

1.86 

Total 

1.65 

32 

810 

837 

0.97 


Table 2-A; Relative Frlqucncy Distribution or Farms by Number of Farm 
Servants in Districts 


Number of Permanent .Servants 



0 

1 

2 

3 

4 and above 

lotai 

Gurdaspur 

0.56 

0.25 

0.14 

0.03 

0.03 

1.00 

Amritsar 

— 

0.32 

0.35 

0.13 

0.21 

1.00 

Kapurlala 

0.33 

0 41 

0.15 

0.04 

0.07 

1.00 

Jullundur 

0.31 

0 45 

0.25 

_ 

_ 

1.00 

Hoshiarpur 

0 50 

0.15 

0.21 

0 04 

0.10 

1.00 

Rupar 

0.92 

0.08 

— 

— 

_ 

1.00 

Ludhiana 

0.38 

0.05 

0.20 

0.21 

0.16 

1.00 

Fero/epur 

0 30 

0 29 

0 30 

0.07 

0.04 

1 00 

Bhutindu 

0 06 

0.50 

0.17 

0.28 

— 

1.00 

Sangrur 

0 II 

0.46 

0.24 

0 20 

— 

1.00 

Paiiala 

0.12 

0 25 

0.18 

0 26 

0 19 

1.00 

I'ota 1 

0 18 

0 35 

0 24 

0.17 

0.07 

1.00 

I'Atii 1 2B : Rli ativi 

r-REQUCNCY DeSTRIIIUTION BY 

Number or Servants in Dieferent 


Size Groups 


Si/c-group Number of Permanent Servants 



0 

• 

2 


3 

4 

and 

above 

Total 

20-25 

0.21 

0.51 

0 24 


0.05 

_ 

1.00 

25-30 

0.25 

0 50 

0.13 


0.10 

0.02 

1 00 

30.40 

0.03 

0.30 

0.26 


0.13 

0.01 

1.00 

40-50 

0.12 

0 28 

0 22 


0.28 

O.IO 

1.00 

50-75 

0.06 

0.29 

0.42 


0. 14 

0.09 

1.00 

75-100 

0 09 

— 

0 14 


0.43 

0.34 

1.00 

100-1.50 

— 

— 

— 


0.67 

0.33 

1.00 

150 anil above 

— 

~ 

- 


— 

1.00 

1.00 

'I'clal 

0 18 

0 35 

0.24 


0.17 

0.07 

1.00 

Tabu 3A; Ril-ativi 

. FRrOUI-NCV DlSTRIBUTIllN 

Ol Farms by Mandavs or 

Casual 



Labour F-mployed 






Number of Manclays of Casual Labour 


I^ISKICI 







ioiai 


O-KK) 

100- 

200- 

300- 

400- 

600 




200 

300 

400 

600 

and 








above 


trurdaspur 

0.32 

0.14 

0 08 

0.15 

0.17 

0.14 

1.00 

Amrit,«ar 

0 37 

0.25 

0.14 

0.07 

0.17 

_ 

1.00 

Kapurthala 

0 65 

— 

— 

0.17 

0.17 


1.00 

Jullundur 

0 14 

0 14 

0.18 

0.02 

0.33 

0.18 

1.00 

Hoshiarpur 

0.33 

0.16 

0.03 

0.03 

0.29 

0.22 

1.00 

Rupar 

0.14 


0.27 

— 

0.59 

— 

1.00 

Ludhiana 

0.26 

0.10 

0.21 

0.16 

0.22 

0.05 

1.00 

Ferozepur 

0.20 

0.40 

0.22 

0.09 

0.08 

0.02 

1.00 

Bhatinda 

0 05 

0.51 

0.31 

— 

0.06 

0.07 

1.00 

Sangrur 

0.07 

0 41 

0.49 

0.03 

— 

— 

1.00 

Patiala 

0.47 

0.28 

0.13 

0.08 

0.05 

— 

1.00 

Total 

0.21 

0.36 

0.25 

0.06 

0.08 

0.03 

1.00 
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Table 3B ; Relative Frequencv Distribution o?' Farms by Manoays of Casual 
Labour Employed for Different Size Groups 


Size-group 

(Acres) 

(1) 

Number of Mandays of Casual Labour 

ToUl 

(8) 

0-100 

(2) 

100- 

200 

(3) 

200- 

300 

(4) 

300- 

400 

(5) 

400- 

600 

(6) 

000 

and 

above 

(7) 

20-25 

0.27 

0.31 

0.34 


0.06 

0.01 

1.00 

25-30 

0.15 

0.42 

0.31 

0.04 

0.06 

0.01 

1 .00 

30-40 

0,18 

0.50 

0 20 

0.06 

0.04 

0.01 

1.00 

40-50 

0.26 

0.24 

0.26 

0.12 

0.09 

0.01 

1.00 

50-75 

0.14 

i).4l 

0.16 

0.10 

0.12 

0.06 

1 00 

75-100 

0.20 

0.34 

0.09 

_ 

0.21 

0.15 

1 00 

100-150 


_ 

0.67 

_ 

_ 

0.33 

1.00 

150 and above 

0.32 

— 


• 

0 68 

— 

1 ,00 

Total 

0.20 

0.37 

0 25 

0.06 

0.08 

0.03 

1.00 


Table 4A: Relative Frequency Distribution or Three Classes of Farms over 
Number or Permanent Servants 


Categories 


Number of 
Permanent 
Servants 

(1) 

Farmers Having 
Neither Pumps and 
Tubewells nor 
Tractors 

(2) 

Farmer.s Having 
only Pumps and 
Tubewells 

(-1) 

ILirmers Having 
Tractors 

(4> 

Toll 

(5) 

0 

0 32 

0 .30 

0.17 

0.27 

1 

0.36 

0 25 

0.21 

0.28 

2 

0 25 

0 29 

0 41 

0 .31 

.3 

0.02 

0 14 

0.13 

0 09 

4 

0 01 

0 01 

U.05 

0 02 

5 

0 01 

0 00 

0 01 

0 01 

6 

— 

— 

0 02 

0 01 

7 

0.02 

0 01 

— 

0 01 

Total 

1 00 

1.00 

1.00 

1 (K) 

Averagi- per 





farm 

1 21 

1 34 

I 78 

1 42 

No of I'ai 111 





acres per 





servant 

28 

26 

29 



Tabix 4B : RiLAEivL Friquincv DiSFRiauiioN of Thru Ci sssl-; of Farms ovi fi 
Mandays of Casual Labour Lmi'iosff) 


Number of 
Mandays 


Farmers HaVFng 
Neither Pumps 
and Tubewells 
Nor Tractors 


C'atcgories 

Farmers Having 
Only Tube- 
wells and Pumps 


Farmcis Mavini: 
I'laclois 


Total 


(1) 

12) 

(3) 

14) 

(5) 

0-100 

0 16 

0.28 

0 17 

0.20 

100 200 

0.42 

0 24 

0.44 

0.37 

200-300 

0.33 

0 25 

0.16 

0.25 

300-400 

0.06 

0.06 

0.06 

0.06 

400-600 

0.01 

0 10 

0.15 

0.08 

600 and above 

0.02 

0 06 

0 02 

0.03 

Total 

1.00 

1.00 

1 .00 

1.00 

Average per farm 

194 

230 

223 

215 

Average pel aox 

5.7 

6,6 

4.4 
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11 X , 

n y ~ I - - - i c, one adds a per¬ 
il 31 

inancnt servant for every 31 acres of 

farm land lo a rofk bottom of about 

1 permanent ser\jnt for every 3 farms 
(Diagram 1). 

There I.s also much variation in the 
intensity of use of casual labour from 
district to district (Table 3A). For the 
State Us a whole, more than SO per 
cent of the farms employ casual labour 
to the extent ol 300 or less man-days 
per year. In most di.stricts, most farms 
(end to employ casual labour to the 
extent of 100 to 300 man-days per 
farm. Rut in (iurdaspur, Kapiirthala, 
Hoshiarpiir, and Patiala, the modal 
pattern is lo employ less than 100 man- 
days of such labour. 

Table 3B presents the frequency dis- 
tiiliiilion ol i.iinu'is l)v niitiilici ol m.in- 
days of casual labour employed for 
different si7,e groups. As may be ex¬ 
pected, there is a positive association 
between .size of farm and employment 
of casual labour. As a matter of fact, 
up to lliO acres the requirement of 
casual labour seems to increase with 
farm size linearly at the i.ile ol 4 man¬ 
days of such laboiii pei additional 
acre of faim land (Diagram 2). 

Tables 4A and 4B present frequency 
distributions of farms by number of 
permanent servants and number of man¬ 
dats of lasuiil labour, respectively, for 
three mechanisation categories of farms, 

M those li.iMiig tiactors, those having 
liihewells ,ind pumps (nit no tractors, 
aiid tliose h.iting none. As can be 
seen, llie nieili.inised farms employ 
nioie l.ihoiirer., both permanent and 
L.isual, 'hart do the iioii-nieehanised 
one- . .iFi'J among the ineehnnised farms, 
those li.c ing tnhcwells and pumps but 
no ti.-.it iis employ less of permanent 
sertanls thiin those hating tractors, 
.iltlioi.gh they employ the same araount 
ol casii.il Labour. II, however, one com¬ 
pares 111 per-acie terms, one finds that 
fhcic i.s not nuuh variation in the 
intensilv of usi of permanent servants 
but that the mechanised farms use less 
of casual labour than the nnn-mecha- 
nised ones; and among the mechanised 
ones, those having tractors use less of 
casual labour than those having only 
tubewells and pumps. 

It is to be remembered in this con¬ 
nection that, average sizes of these 
three categories of farms arc different, 
so the mcchani.salion effect is mixed 
up with the size effect. 

Diagrams 3 and 4 suggest certain 
iiitcn-sting (ffumtitalivc’ relations bet¬ 
ween family workers, permanent hands. 
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Diagram 3: Demand of Permanent Servanis as Function of Numheh ok 
Maue Family Workers 



Diagram 4: Demand of Casual Labour as Funciion of Male Family 

Workers 
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Di\c;itAM 5: 1 >:manu foii Casuai. Lahouii as Kuncmion of NuM»Kn of Mai.f 

WOHkFIIS 

(Both I'ainily Workers and I’eriiianeiit Seiviints) 


I 

— S0O“ 
w 
3 

kJ 2 SO- 
o 



Nimilict <>l Mull- Wolkeis 


and casual labour, calling for some 
explanation. We have not yet got any 
economic model that would explain all 
the observations. Our purpose, in 
presenting the observations all the 
same, is to provoke possible suggestions 
from readers. It would appear that, 
given a certain number of male family 
workers in a farm, the addition of 
tubewells and pumps to a farm not 
having them reduces somewhat the 
demand for permanent servants but 
that it increases the demand for casual 
labour. Whereas the addition of a 
tractor to a farm with a given number 
of male family workers increases the 
demand for permanent servants, the 
effect, if any, of increased demand for 
casual labour is marginal. It should 
be remembered m this connection 
that, most farms having tractors have 
also pumps and tubewells. Hence a 
correct interpretation of Diagram 4 is 
that the increased demand for casual 
labour created by pumps and tubewells 
is cancelled by the decrca.se caused by 
tractors. 

Demand for permanent servants 
reveals a tendency to decline as the 
number of male family workers 
increases, for all the three classes. A 


similar tendency operates in the 
demand for casual labour by farmers 
having tractors and by farmers having 
neither tractors nor tubewells and 
pumps: but such a tendency does not 
reveal itself in relation to farmers 
having pumps and tubewells but no 


tractors. This, along with other 
observations, suggests that: 

(a) permanent labour and casual 
labour are substitutes for family 
labour; 

(b) pumps and tubewells create 
demand for casual labour and 
icplace permunent servants; 

(c) tractors create demand for per¬ 
manent servants and replace 
casual labour: 

The fact of addition of tubewells and 
pumps creating additional demand for 
casual labour, and the fact of addition 
of tractors having the opposite effect, 
are brought about in a different way 
in Diagram 5 wherein is plotted the 
number of man-days of casual labour 
against the total number of adult male 
workers, family workers, and perma¬ 
nent servants taken together. It can 
be seen that the points representing 
demand for casual labour by tractorised 
liiriiis iiiu.stly li<- iii bclwrcii those re¬ 
presenting the same for farms with 
no machinery at all and those 
having only pumps and tubewells. 

The most frequently observed com¬ 
bination of permanent servants and 
casual labour is one permanent servant 
iukI lietweeii 100 and 200 man-days of 
casual labour for non-mechanised 
farms: 0 permanent servant and bet¬ 
ween 1(K) and 2(K) iiiun-days of casual 
labour for farms with pumps and tube¬ 
wells but no tractors; and 2 permanent 
seiViints and between 100 aiitl 200 man- 
days of casual labour for tractorised 
farms. 


UNDP Projects 


I'lV'E IH’W devi-lopinent projects in In¬ 
dia will begin tins ycai with United 
Nations assistance. The United Nations 
Development Piogranime (UNDP) ha.s 
allocated $ '1.4 million to the fivi- pro¬ 
jects. The Indian Government will make 
available tin- (‘(|uiv.dent ol about $ -‘10 
iinllion in eonnlerpart isnitribiitions. Tlie 
live projects are: ilevelojiiiieiit .Siirvevs 
ol 10 fishing ports, assistance to the 
Cential Water ami I’ower lleseareli St.i- 
lioii. testing lacilities to measure ‘'ereeii'’ 
in heat-resistant steel, groundwiitei sur¬ 
vey in llajasthan and Gujarat and mine- 
lal suivey in Uttar Pradesh. 

To help laxist India's olf-shore fishing 
Heel the UNDP h.i,s allocated .$ .510,900 
III supplementary assist.irice for deve- 
Itipment surveys of ten hurhoiirs. The 
UNDP has also allocated $ O-'lOj-lOO ovei 
a fom-yeiii piTiinl to h«*lp jnoviile ad¬ 


vanced e(ini|)iiient and training ol .spe- 
ei.dists lor hydraulic and allied engineer¬ 
ing leseaieh. The aid will help the Cen- 
tial Water and Power Re.seaich Station 
at Poona to deal w'ith incr<‘asinglv 
sophisticated problems in port and estii- 
aiy development, dredging and coastal 
engineering. Elfoits by Indian heavy in- 
diistiy to produce more heat-rc.sistant 
ste<*l will be IxMisted by a three-year 
United Nations aided project to inerea.se 
"ereeji" testing faeilitii's at the Natioual 
Metallurgical Laboratory at Jain.shedpur. 
“Creep" is a slow’ distortion or change 
ol shape that occurs in steel due to 
heat .ind stress. A survey for ground¬ 
water in th<- drought and famine prone 
States of Rajasthan and Gujarat will also 
begin this year with UN assistance. The 
UNDP has allocated $ 864,900 to the 
new project. 
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Quickening the' Pace of Agricultural 

Development 

^ B D Shastry 


The most decisive factor in ugricuUurul deveiojnnent is the farmer, llis hehai ioiir and altitudes 
towards change can either retard or accelerate the pace of agricultural development. In an experi¬ 
mental programme in Raipur district of Madhya Pradesh, an attempt was made to work with farmers 
in such a way that they accepted changes readily. 

In the villages under the programme, the great majority of farmers — small, medium and large- 
participated; village differences were set aside, and significant agricultural development was brought 
aJtout in a short period of three years; overall, farmers’ puriicijHition doubled, small farmers’ participa¬ 
tion nearly tripled, acreage under high-yielding varieties increased six times, consumption of fertili¬ 
sers tripled, co-operative membership went up by M per cent, the small farmers increased their yield 
by about 60 per cent and the bigger ones by about 67 per cent. 

The significance of the Raipur experiment is that it indicates human iui oivcment and human deve¬ 
lopment as essential to iprckening the pace of agricultural development. The needed investment in hu¬ 
man resources is negligible when compared to the benefits of substantial additional production and 
improvement of socio-economic condition, particularly of the weaker sections of the farming commu¬ 
nity. 


IN oi'diT to (|iiick<'n tlio pai'o of aK'icul- 
Inral deyflopmonl, thu-o things si-oin 
essential: first, to eontinnoiisly evolve 
new and inoie profitable leehnology and 
to field-test it widely on farms; siicond, 
to inovide th<' lartner tlu’ needed econo- 
inie eliiiiafe, input supplies, eiedit, etc, 
so as to enable him to adopt new tech¬ 
nology lapidly; ,uid third, to move away 
Iroin the target-oiienU-d sebeinatic ,ij)- 
])roaeh and evolvi; edective ways ol 
working with the farmmg comnninity as 
a whole — to sru-ve all farmers, big or 
small. 

A '1' Mosher' lists adetpiale niaikeling 
laeilitu's lor farm piodnets, availability 
ol new technology, local availability ol 
supplies and eijnipnient, adeijnate i)ro- 
duetion incentives for the tanners, and 
ade(|uate transport lacilities, as the es¬ 
sential for agricultural development. 
Ciiven these five es,sentials, agricultural 
development docs take place. But the 
process, by itsell, is rather slow. In¬ 
volvement of the tanners in the process 
is the key 1 actor which determines the 
pace of agricultural development. 

Agricultural development results from 
the changes adopted by millions ol 
tanners—changes that transfonn tradi¬ 
tional agriculture into a modern one. 
The pace of development is set, to a 
great extent, by the rate of change 
taking place in the attitudes and skills 
of the fanners. The rate of change tak¬ 
ing place among the farmers is, in 
its turn, influenced to a great extent by 
the rate of change taking place in the 
attitudes and actions of ixrlicy-rnakers, 
traders, legislators, re.search workers, 
extension workers, and a host of other 


jwrsoiis diicctlv or indirectly coiiceincd 
with agricultural development. 

"To increase the agiicultuial piodiic- 
tioii ol a country is a complex task. It 
is Ireijiieiilly a baflling task as well. It 
IS complex becau.se so many dilfcicnt 
conditions have to be cieafed oi niixli- 
fi<-d, b> different persons ami gioiips ol 
people. It is baifliiig Ix'can.sc the spiiit 
of a peojile is involved also. Tccliiiiciius 
arc not enough. 'I'hcy have to be coiii- 
biiiiil and used with intelligeiu-e, iin.igi- 
n.ition, cxpciiincnlution, and contiiiiiiiig 
hard work. Agiicultiiral development is 
as dependent on how effi'etiveb people 
work togethei as it is on the n.ituul 
resources with which they begin”.' 

MoDlillNIh.SlION WII IIOUT ClISM.I-.O 
Ai'i>i«m( II 

The agiicultinal niodr-iius.itioii pio- 
eess has just begun in India. .Some of 
the e.ssentials for agricultui.il develop- 
m<‘nt aic being provided lor. Attention 
is being paid incieasiiigly to ik'Vilop- 
inent ol technologv, supiiK ol technical 
inputs and iinprovenu'nt ol eri-dit faci¬ 
lities. But the developnu'iital clforts con¬ 
tinue to follow, inoie oi less, the .same’ 
approach as under traditional agriciil- 
tiiie. No significant ch.uige has yet taken 
place in thi' w.iis oi working with the 
laniieis. 

Taiget-oriented schemes or prograiii- 
iii 's, mostly formulated at the nation.il 
Ol .State levels and handed down np to 
the village level lor execution, constitute 
the bulk of our developmental efforts to¬ 
day. Several studies and evaluation re¬ 
ports have pointed out the inadequacies 
of such an approach. In a reivirt. May 


fflfi!), on Modernising Indian .Vgiicul- 
tnie. S B Sen, Cb.uiinan of the Expert 
(loinnntlee-’ si.lies ; 

'"file tendency to loinnil.ite a 
sclieine' (oi each new aclivily ollen le- 
Mills III ovci lapping use ol personnel 
and olliei le.soiirccs. What is nete.ssary 
IS Id oigiinise .1 sysleni or piocess for 
eonliiiiied agiicullni.ll modernisation 
wliiili uses new coiiii»iiienls ot develop- 
iiieiit as lh<> becoin- available and 
iidiipls ilscll lo till changing needs ot 
the dev(*lopinent jiioccss at tlu* local 
lev’l l . . Ill a (b'liannc modelnisation 
inogi.inimc. wli.il is needed is not “di- 
iei .11011 .uiil siipcivision" fioni the top, 
blit giiid.nice, help, and assistance in 
loiiinil.ilion and execution of local pro- 
gi.uunies.” 

Sclu’ines or piograinnies aimed at 
(oveiiiig 'x' acies under an improved 
lioictiee, oi disti ibution ot ‘y’ tonnes of 
leitiliseis (or othci inputs), or making 
ciedit available lor ‘z’ acres under a 
piogianniK', naiiow down the sights of 
extension woikeis. Acies, tonnes, or 
iiipccs constitute their targets, and the 
laiiner lor wlioni all tliesc arc but tools, 
IS lost sight ol. It IS often argued that 
th<- physical targets arc the measurable 
indiCcitors ol the progress made by the 
tanners. Are they';' Uisli ibution ot ‘y’ 
tonnes ol lerfiliseis does not necessarily 
indicate that the I armors arc Ix'ing pro- 
peily guided to make optimum use of 
lertiliseis and that the expected produc* 
him increase is taking place through use 
ol the leitiliser; ‘x’ acres under an iin- 
pioved pruetiee does not indicate that 
most ot the participating farmers have 
unriei stood, learnt, ami eorrectly adopt- 
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cd, the' new practice and that, on the 
reported acreage, the anticipated pro¬ 
duction increase would take place; simi¬ 
larly, the disbursement of the targeted 
amount of loan, subsidy or grant dues 
not indicate thdt the amount has been 
fully pot to prtKiuctive use as r'nvisaged 
by the scheme. 

Taiioki Ai’I’hoac II Limits 
FaIIMEKs’ PaHTTI II'ATION 

In a targel-ori<-nf<-d approach, the 
fanners liecoine pist tools for achieve¬ 
ment ol the physical targets which cons¬ 
titute the primary objective of the ex¬ 
tension worker. In such an approach, 
only a limited number of farmers, most¬ 
ly those who have resourc<-s and estab¬ 
lished coiita»-t with the extension agency 
and the needed input supplies, reap the 
beiM-fits of agricultural modernisation. 
The gahis do not spread very much 
from this gioiip ol farmers to others, 
as is commonly believed. Achievements, 
us iiK'asured by physical targets, do not 
indicate what proportion or what .sec¬ 
tion of (he farming community is bene- 
filitl by the help given under the 
schemes. Very often, a small section 
consisting of bigger faimcis continues to 
make progri-ss, whereas the major pait 
of th<- funning community stagnates in 
the traditional ways of farming. In other 
words, achievement of target area plant¬ 
ed to IIYV (high-yieldmg vaiictie.s) dws 
not iiK'asurc the iuvolvcm<-nt of snail 
farmers, nor is it a good index of pro¬ 
duction. 

The attitude and approach of the 
village level worker greatly influences 
the rate of agricultural modernisation. 
The Village Level Worker, today, is 
chuigcd with fulfilment of physical tar¬ 
gets, given to him from above, and is 
permitted very little initiative and Iwal 
decision-making, llis prime conei'm is 
the achievement of the physical targets 
on which his work is evaluated by supe¬ 
riors. 

When he visits a village, he ap¬ 
proaches his contact farmers (who are 
only a f«-vv in number and arc general¬ 
ly the bigger fanners) and tells them 
what he wants to achieve in the village 
and what eoncession.s, facilities, or help, 
are available through the operating 
schemes. After working w'ith the small 
group of fanners, he dues nut bother 
to contact the remaining farmers as he 
realises that the achievement of his 
physical targets would nut substantially 
go up with his efforts with the large 
group of traditional farmers. He is 
aware of the law of diminishing returns 
for his efforts and, tlicrefore, moves on 
to the next village. Thus, he continues 


his efforts with the easy> to-approach 
farmers, till his physical targets are ful¬ 
filled. 

The result of the way in which the 
Vilhige Level Worker operates today is 
that, more or le.ss the same small group 
of big farmers in a village is contacted 
year after year; all the iK'nefits of the 
developmental schemes are availed of 
mostly by these bigger farmers. 

There is growing concern in the 
country over the widening gap between 
the big and small farmers. It is believ- 
orl by many that the l>enefits of modem 
technology have gone mainly to the big 
farmiTs. The Sen Committee* states: 

“Unless policies are carefully formu¬ 
lated and development programmes are 
specially directed to achieve a less un¬ 
even .spread of the gains of progress, 
ec-oiiomic disparities lietween regions 
and between groups of rural population 
will arise and new alignments and or¬ 
ganisation between economic groups 
will continue to give rise to serious eco¬ 
nomic and social strains." 

Some measures have recently been 
taken to remedy this situation. Small 
Farmers’ Agi'iicies have been set up in 
sclcetr-d districts of the country to help 
exclusively the small farmers. This is a 
commendable step but this, in itself, 
may not Icail to the betterment of the 
whole community. Some views on these 
efforts state: 

“A scheme has been launched in se¬ 
lected ureas ol the country exclusively 
involving small farmers, with a view to 
encouraging them to adopt scientific 
fanning. Valuable a$ this effort is, its 
exclusive approach may itself turn out 
to lx* a weak ixiint as it is seen that ef¬ 
forts to tackle the problems of a parti¬ 
cular group of farmers in isolation of 
the oth<*r groups, generally result in 
lukewarm rec<’ption at their hands. Per¬ 
haps a Initter approach would be to 
attempt tackling the village farming 
cianmunity as a whole, which would 
also ensure participation of small farm¬ 
ers.” 

It is evident that, if agricultural deve¬ 
lopment has to progress rapidly, the 
whole farming community must move 
rapidly — whether big farmers, medium 
farmers, small fanners or landle.ss labour¬ 
ers. Otherwise, one section of the com¬ 
munity may prove to lie a drag on the 
progress of the rest of the community. 
Agricultural development programmes, 
even if designed to serve a specific pur- 
l>ose or a particular class of farmers, 
must mesh together and synchronise into 
u total agricultural modernisation pro¬ 
cess. 

Agricultural modernisation comes 


about as a part of a total jirocess that 
includes many related parts, viz, mo- 
demisatiim of the government sector as 
it deals with agriculture and fanners, 
modernisation of the market sector both 
in the services it nflfers and the mecha¬ 
nism of the market, modernisation of 
the agricultural finance sector, moderni¬ 
sation of the research and education 
sertor, and morlcmisation of the agri¬ 
cultural pnicess at the farm and village 
level, including the practices, methods 
and proces.scs used in the management 
and technical skills of farmers and fann 
workers, attitudes of the farmer to his 
farm as a business and as a food-supply¬ 
ing unit for his family. 

Agricultural modernisation ultimately 
takes place at the farm and village le¬ 
vels; the pace of agricultural modernisa¬ 
tion is determined to a large extent by 
the development efforts operating at 
these h'vels. Very few farmers in India 
live in isolated homesteads. The fact 
that this agrarian settlement — the vil¬ 
lage— has a socially meaningful set of 
relations that can be identified as a 
‘village eoininunity' cannot he ignored. 
Agricultural development efforts, there- 
lore, should aim at developing the vil¬ 
lage eoinmunity. Aliovu the farm level, 
the village appears to be the logical unit 
for development. 

Key Chance-Agent 

The Village Level Worker (VLW), 
who works directly with the farmers, is 
the most important change agent, llis 
task extends much Iieyond technical 
agriculture. This is little realised. Not 
only his technical knowledge and skills, 
but also his ability to work with, influ¬ 
ence, and change a large number of 
farmeis, determine the extent to which 
he can accelerate agricultural develop¬ 
ment. At present he is neither trained 
noi eipiipped for this type of work. 
F’urthermore, he is given little opportu¬ 
nity to develop such skills through his 
work assignment; nor is he rewarded for 
reaching the small, along with the big, 
farmers. 

If the target-oriented schematic ap¬ 
proach gives place to a farmer-oriented 
approach, demanding development -and 
execution of local programmes, the pre¬ 
sent VLW, with some support and train¬ 
ing, could be the real key change agemt. 
Given the opportunity, he cxiuld initiate 
the process of village development and 
village involvement in rapid agricultural 
improvements. This has been convin¬ 
cingly demonstrated in the Intensive 
Village Development Programme in ope- 
ratton in a few Intensive Agricultural 
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District Programme (lADP) districts in 
the country. 

The Raipur Experience 

An example of a shift from the gene- 
ralistnl or schematic approach to the 
localised village action programme, <!<•- 
velojied hy and with village leadership, 
is provided hy the Intensive Village 
Development Programme of Raipur dis¬ 
trict in Madhya Pradesh. 

A reirort'* based on a survey of 36 
villages and on case studies of six villa¬ 
ges of Raipur district shows that the 
total approach to village community 
helped all farmers — big, medium and 
small — to move and act together in 
agricultural development. The results 
achieved were dramatic. 

The area covered under package of 
practices increasT'd from 34 per cent in 
the prt“-programme year 1963-64 to S6 
per cent in 1968-69. While overall paiti- 
cipution of farmers increa.sed from 41 
per cent to 86 pt!r cent in the same 
period, that of small farmers rose from 
33 per cc-nt to 87 per cent. Consump¬ 
tion of nitrogenous iertiliseis increased 
ironi 4iXl to 1,640 tonni's ,uid ol phos- 
phatic f<-rtili.siTs lioni 416 to 1.528 ton¬ 
nes The small tarnu-rs inci eased tbeii 
per unit yield b>' 59.8 per cent and the 
bigger ones by 66.7 per cent. 

That, excs'pt for adopting a farmer- 
oriented village approach and providing 
the full time services of a Village Level 
Workiir, no extra grants, .subsidies, or 
other monetary incentives were offered 
to the farmers of the intensive villages, 
only goes to highlight the value of the 
new approach. 

Under the Intensivi' Village Develop¬ 
ment Programme one Village Level 
Worker was selected for each of the 
Intensive Village when the programme 
was launched. In subsequent years, more; 
than one village was allotted to a work¬ 
er. The selected workers were given a 
preliinmaiy training. No physical targets 
were given to the Village Ijcvel Work¬ 
ers; their assignment was to help ull the 
farmers in their villages in stepping up 
agricultural production. They were given 
broad outlines of possible technical m- 
novations, such as better use of irriga¬ 
tion resourcT'S, proimition ol multiple 
cropping, introduction ol better varieties, 
etc, but they were not tir'd down to 
any specific targets. Their taigets, il 
any, were the villages in their chargi- 
and tin' fanners therein. They were as¬ 
sured of supplies ol inputs, cri'dit, I'ti-, 
according to the needs of th<' pro¬ 
grammes developed locally by them. 

The prime concern of the Village 
Level Workar, under the IM'W programme. 


was to find ways and means to reach 
the large number of fanners in his 
charge. He adopted the whole-village 
approach. 

In order to take the whole village 
Into confidence for the purpose of t'le 
intensive programme, the informal foium 
of village meetings was considered ad¬ 
vantageous. Incidentally, this lonim had 
iH'ver been usetl before for furthering 
the cau.se of agricultural developmimt. 
The village meetings, called previously, 
had generally assumed a fonnal tone with 
the villagers acting as the audience ra¬ 
ther than as active participants in the 
meetings. To ensure .success now of the 
new whole-village meetings, careful pre¬ 
paration needed to lie made. The Village 
Level Worki-r had to collect information 
about the possible objections to the ac¬ 
ceptance ol the programme, h.'d to dis¬ 
cover persons from within the village 
who weie capable of meeting the ob¬ 
jections, and had to identity the hard- 
nnts W'ho ri'tiuired special attention. 
Since everyone participated freely in 
the village iiieetnig, he ha<l some com¬ 
mitment to the decisions anived .it in 
the mei'tnig. 

CoMMlTNlI-y iNri.UENCE AT W'OMK 

The resolution of the, majority ot the 
larmcrs to adopt new practices created 
confidence in those who weie undecided 
and ultimately made them accept the 
new practices. The village leaders act- 
ivi'ly hr'Iped to prepare farm plans. The>- 
helped the Village Level Worker in ap¬ 
proaching the few farmers who weie 
shaky. 

Some faun leaders went to the extent 
of helping small farmers with loans and 
gave assurance against laihire. In one 
of the villages .some land was held in the 
name ol village temple. No loan for in- 
lUits like fertilisers could Ik' obtained 
for the temple lands. The villagers had 
decided that no land in the village would 
remain under traditional pi.ictices and 
they did not liki' to make an esci'ption 
ill the ca.se ol temple lands. They laised 
coiitribiitiinis lor pnieha.se of needed In¬ 
puts, temple lands, too. were brought 
under unproved practics's. 

What pronilJfed the ojiiiiion leaders 
ol the villagi' to paitieipate and lead a 
village d’ velopnient eflort of this type? 
It is difficult to answer this question 
with definite eviilence. Rut the associa- 

.. ol the anthoi '.'.'ith the early stages 

ol the Raipiii programme leads him to 
think that it was the motivation, pro¬ 
vided by the clo.se association ol the 
Village la'vel Worker and supported by 
the block and district staff, that activat- 
<•(; the village leadership. 
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The reduced jurisdiction of the Vil¬ 
lage Level Worker, with his residence 
in thi' villagi' itself, providi'd him with 
the opiKiitiinity to work^elosely with the 
village leaileis. Studies elsewhere® als'o 
show a high degree ol corielation be¬ 
tween tlu' estension agency (sintact of 
the leaders and the village levi'l adop¬ 
tion of agriciiltiiial mnovations. 

A lew traditional leadeis did initially 
show apathy towards the new pro- 
grumine but when they found that, 
through the gioiip and village meetings, 
a cliin.ite was developing in favour of 
the innovations th*'y found it to their 
advantage to leiiil support to the village 
prograinme. Above ull, the author bi'- 
lieves that the inherent uige of the opi¬ 
nion leadeis. to be ot use to the com- 
nuuiity. lonnd an active expression 
thiough the village action prograinine. 

Roi.n Ol- Ri.o( K, Uisimci, Avn 
Si A in l.KVKis 

The X'illage I,evil Woikci is the key 
man in the progiaiiniie and needs 
enough lieedoin to evolve ;ind opeiate 
local piogianiines. but he also needs 
const,ml gindaiiee. hell), eneoiiragement, 
ami siipiMiit Iroin (he block .iiid distiiet 
stall lie has to be supjiorti'd when 
ipieslioiis like eiedil, av.iil.ibilily ol in¬ 
puts, eqiiiiuiient, technic;il kiiowhow, 
etc, aie involved. The State level offi¬ 
cers, in turn, need to support lully the 
local progiainiiie with technical inputs 
and gui<i.mce. 

The ItaiiMir experience showed that, 
in the village leader’s perception, the 
coinpi'lence or otherwise ol the Village 
Level Worker is not as important as the 
perfoimance of the whole extension 
agency team backing him. .Similar ob- 
.seivations were also made by Fliegel 
and others “ who studied agricultural in¬ 
novations at the village level. They in- 
feired from theii stiuly that team per¬ 
formance is of greater importance than 
the pertx'ived competence ol one ol the 
team members. 

Thus, lor the success of a village pro¬ 
gramme, the whole extension agency, 
bom the village level iipwaids to the 
State level, has to b<' orienb'd and gear¬ 
ed to the neefls of the new approach. 
Other area progiamines — Small Farm 
Development Agency, Multiple Crop- 
|>ing Programme, etc, — should learn 
iioni this experience. 

Ot course, farmers’ Ix'haviour am! 
attitudes tow;irds ugrieulliiral work vaiy 
eoiisiderably liom area to urea — uiul so 
must the methods to work with tbeiii. 
Needless to say, »the expi'i'iimmtal pio- 
gramiiie ol Raipur cannot be repeated 
without modifications in ull parts of the 
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coiintr)'. If will have to he Miitahly 
adapted to the loeal needs of eaeh ar'ea. 

Rapid uKrieiiltural modeniisation ii-- 
(|uires that a ii<-w diiiieiiMon In- addeil 
to our present efforts to help the tann¬ 
er w'ith physicall) ineusurahh' seheines— 
the new dimension whieh will eone'‘iii 
itself with attitudes and skills ol the 
fanner and with more eilei-five methods 
ol reuehiiiK him. We must ask ourselves 
how an- the laimeis hettiininiK to ex¬ 
press then ehaiiKed attitudes, how iiii- 
they IISIIIK the unproved skills, what do 
tln-y «-\p<-et ol (aiveiiinieot as to iiolii y, 
assistanei’, iiriee and other niientives, 
avoidanee ol disineeiitivi's and what 
thev e.vpeet of the niaiketini; system, ol 
<o-operutive and private rums, and ol 
devi'lopriient elfoils. l•■roln the laiinei's 
vh'vviroint all these aie ehantiinj' and 
we ninst he well aei[iiainte<l with his 
Viewpoint. We must lealisi- tli.il, with 
the iinp.iet of niodermsation, what 'has 
heen’ is so madeipiale eompared to 
what 'ill eds to Ik ' in the villaHe set- 
till!'. 


As A Putel' puts it, "Despite the 
claim III modern science and technolo- 
jjy, man himself .still remains tin! most 
decisive factor in agricultural produc¬ 
tion proKrainmes. In overliKiking this, the 
society is likely to miss the most essen¬ 
tial element m agricultural development. 
I’eoiile are the. heart ot agricultural ex- 
teiisiirn programmes. Tliey are the cent¬ 
ral torcs-s in the process ot agricultural 
development. It is man who is the deci¬ 
sion-maker in the production processes. 
It IS he who is the operator in the pio- 
eess. it IS the liehaviotii of man whieh 
afleets the prograiinne.s ot ugn'enltin.d 
(lev lo)>m‘'iit 

II the pace ol ugiicultnral develop¬ 
ment is to he ipiiekened, we must re¬ 
orient oiii (Holts so as to provhle lor 
this most important ingrerlient of dev<‘- 
lopiiieiit. we must anil at change in 
people lathei than achievement of tar¬ 
gets. we must develop a pioeess for 
csiiiliniiallv heljiing the larmeis rather 
than develop sehemes for eaeh eompo- 
iieiii ol devrdopiiKMit; and, ahove all. 


we must evolve through continuous ex- 
lieriinentation, lietter and more effective 
ways of working with the farmers. 
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Green {(evolution and Agrarian Conflict 

• • 

T K Oommcn 


The prevailing explanation of ufirarian conflicts and unrest in the countryside may be summarised as 
follows: The strategy of agricultural ^development adopted so far has been mainly production-oriented 
and the problem of distributive justice has remained unattended to; the fruits of the ‘fireen revolution’ 
are pocketed mainly by the rich and prosperous farmers and the disparity between them and the have- 
nots, particularly landless labourers^ has increased; the increased disparity has led to a sense of depriva¬ 
tion among the weaker and poorer agrarian classes and their frustrations irre manifest in agrarian ten¬ 
sions, occasionally leading to eruption and violence. 

This causal explanation of agrarian tensions, it is suggested in this paper, is naive and too simple; 
the problem is much more enormous and complex. 

The major factors involved in agrarian conflict, the author suggests, are (i) perception of prevalent 
disparities in income by the rural poor; (ii) the stren jh of the agricultural labour force and its conscious¬ 
ness of its political bargaining power; (Hi) the existence of an adequate support-structure provided by 
the political parties; (iv) the rising aspirations of the rural masses; and (v) the increasing lack of fit bet¬ 
ween the socio-political framework and the economic order. 


PKASANT K'Volts and agiunaii cunfliL'ts 
well' by iKi means unknown in India; 
but mirest ni tb<‘ wmntrystcic lias been 
wide.spn'ad in fbe past iew years. Tie- 
pic-vali’iit exiilanation foi the rural nn- 
U'.'.l nia> be summarised as billows. The 
di'velopmental ineasmes initiated smee 
Indepeiideiiee have caused an iipwaid 
tieiid in agrieiiltuial ])ioduetivity. The 
stiategs ol di-veliipmeiiL has been main¬ 
ly iiiodneluiii-oiK’iited and tlie pinblem 
ol ilisliibiitive justice lias n-mamed im- 
atleniled. 1 he Iniils iil (been lleviilii- 
tinii are poekeled iiiamlv l;> (he lieh 
and pinspeiiiiis lainieis, and the dispa- 
iily between them and the havi'-nofs— 
partieiilaily landless .igileiiltnral luboiii 
<-is—has mereased. The meieased dis¬ 
parity hauls to a sense ol eleprivalion 
among the we.iker and pcKiier agrarian 
classes and their rnistratioiis are mani- 
lest 111 agiarian tensions, oeeosionally 
hsuling to the eruption ot violence.* 

i suggest that this causal explanation 
ol the agiaiian tensions in India is naive 
and too simple, and that tlic problem 
IS much more enonnous ami aiinplex. Of 
ihi- several tbeorctical deficienci<|s in the 
aigiunent. a few may be mentioned hero. 
Fiisllv, llu- aigument seems to accept de¬ 
privation as sidfieienl eaiisi' loi unrest. 
Secondly, it bills back on a smgle-bietoi 
theory ol agiaiian tension, viz. econo¬ 
mic disparity. Thiidly, the arguineiit im¬ 
plicitly recognises a certain seiiiieiiee ol 
events. Fourthly, it suggests that agia 
rian tension in India is a leeent pheno- 
nienoii. 

That the concept ol depiivation Is a 
relative one is widely aer-eptr'd. One 
may not feel deprived when all live in 
imverty and sipialor, Y'et, class polaiisa- 
tioii will not by itscll lead to a (ei'ling 
ol deprivation. Further still, even il one 
feels deprived one may not feel aggriev- 


I'd or wronged. This was why jxiverty- 
stiieken masses toleiated the wealths 
and the powerful in traditional .societies. 
However, as the values ot a system 
ehiiiigc and promises and hopes .ire 
given to the weak and the portr, they 
stait eoinp.ning their lot with that ol 
others, and so stait .si'archiiig lor the 
‘why’ ol their pitiable pit ilii ament. ICvin 
then, available empiiical evidence sug¬ 
gests that, those who aie at the lowest 
level ol a ,soeiels aie likelv to Ir-el les- 
deprived than those who are in the mid 
die level,-* In othei woiiK, <-sis(enti.il 
conditions in theniselvi-s aie not siiili- 
ciciit to piodiice the ,sense ol dejniv.i- 
tion. One has to have the ability to 
peiceivc deprivation and this noiimilK is 
not present in the lowest stialnni in a 
static ,society. 

Even when those at the lowest sti.i 
tuitl led depiived, lationahsations siiih 
as the theory ol Karma and r.einc,un.i 
tion may be effectively utilised to silen-. e 
thcmi. Moieover. the tiaditnni.il stiiic- 
tlire itsi-ll may lieuiiit limited soi i.d 
mobility, tbeieby meeting the aspirations 
of the depriverl W'ithout necessaiib de¬ 
stroying tin- es.sentials ol tin- s\ stein in 
the Indian context the pioccss ol ,S.ins 
kiitisatiim piovales this 

By cuntiast, in a ch.inging society 
yvheiciii the revolution ot using e.xpeeta- 
tions is given a boost, the sense ot d.-- 
pnvation may he intense and the (jne-.l 
bn distiibiitive jnstiie is likely to b- 
wide.spread. Ti e sense of dipiivalion is 
unlikely to disaiiiiiai iroiii a inodern oi 
iiiodernising soei<-ly, Wbal is happening 
in isintemporary Inilia is piogri-ssivc dis- 
srK'iation hctw'een wealth, powci and pii- 
vilege.s. 

The rich in riiial India may be get¬ 
ting richer billowing the C'.iecn Revolu¬ 
tion. blit they are also experiencing an 


erosion ol power bom their hands. The 
nitiodnction ol adult suffrage and the 
principle ol oiie-man-one-vote aie revo- 
Inlinnaix instrimients ol eh.inge W'hen 
introduced into a closed society 'Ihe 
sigmiie.niee ol niinibeis m a denioei.itie 
pohtic.il set up is nntalenl.ible The m- 
tiodiution at the giass-ioot level ol 
oig.inisations siiili as Ihe slatnloiy p,in 
ell.IX .Its, the < o-oiiei.itix es, etc, h.iS 
olleied op|)oiInnilies to (he <1 oiioinually 
pool ,nid s(,(.|,|||\ nn<lei|iiivilegeil bnl 
iiniiiei II ,illx snpeiioi and. llien-loie, puli 
til .lib significant gionps to asseit theiii- 
selvi s III sex'eial eontexis. This eiiieig 
mg situation nievil.ihly thiexx up a imm- 
bei ol eonlluts Ceitam soiial silii.itions, 
so to spe.ik. jieimit 01 eiiimiiage intei- 
gioup conlliets mine than otheis do. 
.Agi.n 1,111 niiiest in 1 onteinpoiaiy India 
Is made po-sihle h\ certain chaiigi-s in 
Indian society .ind ixility which an- 
ji.iitienlaily londiieive to conflict geiic- 
lation 

Rut (onlluts h.ive to be pni.sued piir- 
|>oselnlly it Is in tail not necessaiy that 
1(011011111. depiiv.itions be lelt fii.sl for 
Intel -gionp eonilontations to emerge. The 
giowlh and spiead ol an oiganisation 01 
])olitic.il iiaity which champions the 
ideology ol (onfbet could lead to inler- 
gionp conflict even w'hen people arc 
lelatively well-led and clothed. Again, 
in all inter-group eoiillicts eciiain pre- 
(ipitatmg lactors aie emiiloyed by those 
who le.id the agitations to mobilise 
pailieipants into action. In most cases 
the haul cine ol eomniitted agitators Is 
veiy small m nimiber. and by them¬ 
selves could not achieve .sciioiis tar¬ 
gets. The leaders, theiebne, iiivaii.ibly 
enijilov eertani piecipitating lactors, 
W’liK h are often irrational, to mobilise a 
large number ol less conimilted but sym- 
liatlietic siipporB-rs in older to draw 
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them in. Finally, the role of social con¬ 
trol agencies is very crucial in the con¬ 
text of inter-group conflicts. Insofar as 
the agitators have open or silent sup¬ 
port of the police, the Press, the courts, 
etc, in all probability the frequency of 
the crises will increase. 

If there were an unmistakable asso¬ 
ciation between the current wave of 
agrarian unrest and the economic dis¬ 
parity l)elieved to have resulted from the 
Green Revolution, it should be reasona¬ 
ble to put forward the hypothesis that, 
the greater the impact of the Green 
Revolution in an area, the more the dis¬ 
parity between the rich and the poor, 
and the greater the prevalence of agra¬ 
rian tensions.-’ Exponents of the view¬ 
point staterl at the outset of the article, 
may hesitate at such an e.\plicit formu¬ 
lation of this hypothesis although the 
position IS implicit in their argnnient. 
The fallacy in the hypothesis can be 
demonstrated only with reference. to 
empirical evidence. Unfortunately, we 
have hardly any codified data on the 
piobleni at hand. What lollows is an 
attempt to e.xumme the available <lata 
in Older to find out whethei it confirms 
the prevalent argument. 

Agrarian agitations may he initiated 
either by the landi-d lor piolecting their 
interests or by the landless in pursuit of 
their betterment. In the tn-o years. 1907 
and 1968, 62 cases of agrarian U-nsions 
were reported, 19 in the first and 48 
In the second year.* Of these, 51 (neaily 
82 per cent) agitations weie directed 
against the landed by the landless to 
press then demands. The leading themes 
ot these agitations were; Land lor the 
landli-ss and mcrea.se m Ihe wages of 
agricultural labouieis. Forcible occupa¬ 
tions of land and scirure of crops were 
resorted to by the agitatois to press their 
demands. Only 11 agitations were led 
by the landed (peasants) pressing for 
demands such .as lehabilitatioii of per¬ 
sons displaced by construction of dams, 
decrease in levy and land revenue, add¬ 
ed irrigational facilities, lower price for 
evacuee land, increase in price lor agri¬ 
cultural iirodiicts, etc. In the present 
study ue focus only on the agitations 
led by the rural proletcriat or their 
agents against the landed. 

The State-wise break-up of these agi¬ 
tations (during 1967-1968) reveals very 
interesting facts. While no .State is ex¬ 
empt from the phenomenon of agrar-aii 
unrest, the two States with the largest 
Tiuniber of the.se agitations (against the 
landed) are Bihar (8) and Madhya Pra¬ 
desh (7). If the prevalent argument, 
viz, that the present wave of agrarian 
tensions hauc an unmistakable associa¬ 


tion with the Green Revolution, is true, 
neither Bihar nor Madhya Pradesh 
would have topped the list with the 
largest number of agrarian agitations 
against the landed; for, these States 
are not in the vanguard of agra¬ 
rian prosperity caused by the recent 
breakthroughs. By the same logic, 
Punjab, the State in the forefront of 
the Green Revolution, should have had a 
large number of agrarian agitations. 
However, in the years 1967-68, there 
were only three agitations in the Pun 
jab, and these agitations were not parti¬ 
cularly wide.spread or violent compared 
with similar agitations elsewhere. This 
being so, there i.s a strong case for le 
examining the prevalent hypothesis le- 
garding the cause of agiarian unrest m 
contcmpoiary India. 

.Agrarian unrest is more intense in 
certain areas—among them being the 
Naxalbari area in West Bengal, the .\1- 
leppey and Kottayam districts in Kerala, 
the Lakhiinpur district in Assam, the 
districts of Guntur, Nellore, East Coda 
vari. Khammam. Krishna and Srikakiilam 
in Andhra J'radesh, the Korapul area in 
Oris.sa, the Broach district in Giijai.il, 
the Tanjore area in Tamil Nadu. 

Yet, between 1964-65 and 1968-69, all 
the basic indicators of .agricultm.il 
growth in rice have remained jiractically 
unchanged in i-onlradistmctioii those in 
wheat;■■ and yet, .agrarian coiifliels are 
much more widespread and intense m 
the rice-growing areas such as West 
Bengal, Andhia Pradesh, Keiala etc, as 
comp.ired to in Punjab—the ulie.it 
basket of India. Obvioii.sly, the presum¬ 
ed relationship between the Green Re¬ 
volution and agrarian tension is an im¬ 
puted and not a real one. 

It is instructive to examine In-ie whe¬ 
ther the problem of distiilnilive justice 
is bi'tter attended to in the Mlieat glow¬ 
ing ari'as as compared to m the rice- 
giowing aieas, to test whether the leeliiig 
cil deprivation among the riiial have 
lints is lessened for this n-asoii in the 
wheat glowing an as le.iding to the con¬ 
tainment or ie.soliition ol conflict. 

In his attempt to see whi-thei tin; 
cconoinie conditions ol agiicnllmal 
workers have imjiroved due to the Gie-ii 
Bevolution. Bardaii" i-imipaied the 
wages ot agricultural woikeis in Punjab 
and Kerala. He found that the jicrcent- 
age of vvagi- increase, lietween 19.56-57 
and 1964-65 loi agricultural workers 
was only 17 in Piinjafi while it was as 
high as 92 in Kerala. For the same 
period, the percentage increase in the 
consumer price index for agricultural 
lafjourers was 34 for Punjab and 37 loi 
Kerala. Although, agricultural produc- 
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tion went up by 42 i)er cent in Punjab 
during this period there has been a fall 
in the real wage rate.’ On the 
other hand, the condition of agricultural 
workers seems to have bettered consi- 
derahh’ in Kerala, even though the 
State's record in agricultural productivity 
is not very impressive. If the prevalent 
explanation of agrarian unrest were cor¬ 
rect, there should have been greater 
rural unrest in Punjab at least as coin- 
jiuied with Kerala, lor, the disparities 
between the iiiial haves and have-nots 
did inciease in the foinier. But notwitli- 
standing the substantial iinpiovement in 
agricultural wages, unu'st is wiilespread 
in Kerala, at any late as compared with 
Punjab. 

The <)uestioii ot iiici eased oi iticreus- 
mg economic dispaiitv between the rich 
,ind the poor m India in the context 
ol the (ireen Bevolution laiiiiot he ade- 
(jiiately understood iinle.ss the issue is 
discussed in lelution to the iiiiinbi'r ot 
days Winked b\ .igrieultuial labourers. 
While the surplus l.rbour days ;ivailahlc 
per uoiker per sear on an all-Jmli.i 
basis were 121.26 dass, such days weie 
.is low as .38.51 in the J’mij.ih in J956- 
57.'’ B Sen, estiinales that the aveiage 
niiinbei ol d.ivs ol nneiiijiloMiient per 
.igiK'iiltuial hibouii'i jier iiionlh loi want 
ol woik are the highest m Kerala at 
9.17, and m the Punjab the) aie only 
5 61. lie coiichides that thi' problem of 
iineinjiltiyment ol faim l.ibour would 
still leiiiain ainte altei technologic.il 
(li.mge III Ker.'il.i. Bihai, and Madras— 
although elsew'heie employnicnt oppor¬ 
tunities will impiove jicics’jitibly." That 
IS to say, metease m Ihe wage rate of 
.igricultnial l.iboiiieis does not in itself 
.ideijiiali'l) lelleel distiibntive justice and 
III these vci) anas ihe fwissibility of 
.iccciilualiiig agiaii.ni tension is enorm¬ 
ous line to unciiij)lo)ineiit ol lann labour 
being acute 

The pioporlion ol agricultuial labour 
loice to total population seems to be 
another impoitant variable aggravating 
rural tensions. Punj,ib had a comparative- 
Iv .small landless labour foui—only 10 
jier cs’ut of the total labour supjilv—in 
19fi4. Moreover, it is estimated that the 
landless labour toree in Punjab will dec¬ 
line to 5 per cent by 198.3. due to a 
diverse labour-absorption pattern."’ By 
contrast, the landless agiicnitiiral labour 
force in Kerala constitutes 17.38 per 
cent ol the .Stale’s total population m 
1961. The fact that their number is 
ioimidable renders them an important 
jtohtical force to reckon with. It is not 
altogether surprising that political par¬ 
ties of the Left arc .successful in mobi¬ 
lising them against the landed.’^* 
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Broadly speaking, three approaches to 
tackle agrarian problems seem to sug¬ 
gest themselves by a study of the past. 
ViolMit uprising by the aggrieved pea¬ 
sants, legislative Vaeasurcs introduced by 
till! state, and voluntary non-violent 
action. It appi-ars to me that these ap- 
pioaches have had their full run suc¬ 
cessively, hut unMiccessiully, in India 
and that the cycle has restarted, with 
violent uprising, once more. Let me ela¬ 
borate. 

ICvcn if v\e I'oneiiilrate on the imme- 
ihate past, it js the Telengana peasant 
iipiising on the eve ot Indian Indcpcnd- 
enee, the I’liimupia-Vayalar revolt of 
]t)40, the radical peasant movements in 
eastern Uttar I'radesh and West Bengal, 
eti. that nish to oiii mind. In the pre- 
Indi'pendencc era, almost all .stictions of 
the Indian population were mobilised 
.igairi.st British rule, and the rural popu¬ 
lation indudnig llie rural poor were not 
liehind iir this respect. However, bet¬ 
ween 1947-1957 one notices a period 
ol lull ill ii'gard to agrarian unrest— 
for a variety of reasons, the chief among 
them beirtg pohtreal. With Indeirendence 
and the suhseqinnit niovrng away ol tire 
radical eleinerrts Irotri the Congress 
pait\, the Leftist forces remained sub- 
nrerged and suirpresscd leaving the rural 
proletariat relatively unorganised. By 
mid-fifties the Communist Party of In- 
ilia reappeared oir the Indian sctnie with 
stienglh irt certain .States, such as West 
Bengal, Kerala, ,\ndhra Pradesh. In 
1957, whi'n the first Communist ministry 
lame rnto power m Kerala, tire political 
legitinr.iey of the party had ittereased 
eonsiderably at the all-India level. 

Vet this vrolent armed peasant up- 
tisnrg, as such, in the late forties had not 
made any profound changes in the 
agraiian structure. W'ith the ending of 
one such attempt uprisings became in- 
ftei|ueiit till the lute sixties One of the 
early and more ‘.succe-ssl ul’ cases of 
peasant uprisrngs was the one in Telen¬ 
gana. Terror and rnseeurrty prevailed in 
Telengana, particularly in the districts 
ot Nalgonda and Warrangal, for two 
\ears, 1948-50. .\tnied Communists 
practising guiTilla warl.ue struck at 
night—the iruttem was to murder land¬ 
lords and to divide the land among the 
jroor. According to Coininunist account, 
a total of 3,000 villages had been .seiz¬ 
ed by peasants. It is claimed that the 
Telruigatia peasant riot shook for the, 
first time, "the main bastions of feudal 
order in India to its vr-ry loundations 
and blazed the path of the Indian peo¬ 
ple's Democratic Revolvtion."'* But the 
uprising was put down and no basic 
ulterulious trurk place in tht> social struc¬ 


ture of Telengana. The poor in Telen¬ 
gana had to settle down to the tradi¬ 
tionally underprivileged life they had 
been leading. 

At the same time, with Independence, 
the need for agrarian reform was widely 
recognised. The enormity of political 
rhetoric produced in favour of the rural 
poor is striking. The list of Committees 
and Commissions appointed to look into 
the rural problems of various sorts is 
formidable. The land reform laws enact¬ 
ed since Independence constitute the 
largest body of agrarian legislations 
passed in .so brief a span of time in any 
country. And yet, the agrarian problem 
remains basic, serious, and deeply root¬ 
ed even today.“ 

The non-violent Rhooduii-Cramdan 
moveinent initiated by Vinoba Bhave in 
1951, also tailed. The initial objective 
of the irioveinent was to secure volun¬ 
tary donations ol land and to distribute 
It to the landless. The movement sub- 
si‘(luently eumc out with a demand for 
one-sixth ol the land of all land own¬ 
ers. In 1952, the niovcnient had widen¬ 
ed into Giumdan (literally, village-in-gifl) 
and started to emphasise collective 
ownership in land. The idea was that 
in a Gramclan Village the land would 
he distiihutr'd e(|uilahly among the 
households taking into account the num- 
1 k‘i of persons in each household. As 
was to be expected, such a measure was 
not welcouK-d by the landed in general 
and the richer landlords in particular. 
Redistribution of land on equitable basis 
hardly took place anywhere.’* To nar¬ 
row the gap between the ideal and the 
actual, the concept of Gramdan was 
redefined in 1965. Instead of an equi¬ 
table distribution of land it was thought 
to b<! satisfactory, if all landowners part¬ 
ed with one-twentieth of their land, for 
distribution to landless. This new ar¬ 
rangement was designated as Sulahh 
Gramdan. Though the leaders of the 
inoveiuent rationalise the goal transfor¬ 
mations of the movement as one step 
backward in order to march two steps 
forward’, in effect, the notion of Sulabh 
Granulan was a substantial change in 
goal orientation and marked an acknow¬ 
ledgement of tire very decline of the 
movement. 

Agrarian violence eioipted again with 
added vigour in 1967 in the Naxalbari 
area of West Bengal, led by n group ol 
extrenrists from CPl(M) and who are 
now associatetl with CPI(ML). Having 
experienced t lustration for 23 years after 
Independence, despite the multiplicity 
of agrarian reforms initiated by the State 
and despite the tall claims of the Bhoo- 
dan-Gramdan movement by believers in 


‘non-violence’, the rural poor were res¬ 
tive and ready to respond to a pro¬ 
gramme of violent action. I am not 
suggesting that the rural poor in con¬ 
temporary India are highly politicised 
and organised, but that the situation is 
ripe for their political mobilisation. 
The recent land grab agitation start¬ 
ed on a country-wide basis by parties 
of the Left on August 7, 1970, spread 
like wild fire. Over 16,000 political 
workers belonging to CPI, SSP, and 
PSP w'ere arrestr-d. These parties clahn- 
«-d that 30,000 acres of land had been 
occuiried liy their volunteers numbering 
over 100.000.'“ The land occupied be¬ 
longed cither to the Government or to 
top political leaders or to top business 
houses. 

CONCI-USION 

Having questioned tire validity of the 
prevalent explanation of agrarian con- 
fitet ill Imlia, vve suggest that the major 
variables involved are (1) iierecption of 
prevalent disparities in incxrmc by the 
rural iioor, (2) a viable numerical 
strength of the agricultural labour force 
and theii conseiousness of their political 
liargaiiimg power, (3) the existence of an 
adequate support structure provided by 
political parties, (4) the rising a.spirations 
of the rural masses, and (5) the increas¬ 
ing lack of fit between the socio-poli¬ 
tical framework and the economic order. 
At no time, and in no part of the coun¬ 
try, was rural unrest widespread except 
when the rural have-nots were mobi¬ 
lised by a political party or movement. 
Traditionally, tin: economically poor in 
rural India were also socially under¬ 
privileged and politically helpless, and 
their aspirations therefore remained fro¬ 
zen. Today, the situation is different. 
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Grindwell 

NORTON of the US have acquired an 
ccjual share in Grindwell Abrasives of 
India, as a result of which the com¬ 
pany will now be known as Grindwell 
Norton. 

Grindwell Abrasives was the old', st 
grinding wheel manufucturiiig company 
m India. It started in a small way in 
1940 at Mora, in the Kolaba District of 
Maliarashtra. The undertaking’s capital 
was a mere Bs two lakhs. 

In 1950, Grindwell was registered as 
a public limiti'd company. Siiliseiiiiently, 
an e.shaiistivc but phased modernisation 
and expansion ]irogramnie was drawn 
up, anticipating the rise in local demainl. 
Simultaneously, steps were takrm to m 
shill modern inachinciy anil phints 1 he 
lactoiy plant was renovated, with a new 
layout ;md lacihties to match its iiiodein 
tcchiiKiucs. Fiom a mere handtul ot 
.sizes and specifications, gi Hiding wheels 
covering a range ol ovci 250,000 dil- 
Icient sizes and siK'cificalions aie beiiu' 
maiiiilaetiired today, tailoi-iiiade to suit 
individual customer reijiiiiemeiils oi in 
batches lor the mass uiarki'l. (a indwell 
also exports to i.iiioiis maikels m the 
Middle E.ist, Eiiiopi' and Suiitli E.isl 
'Vsia. 

Noiton of Woicestei, Mass.u hnselts, 

15 a company with ihveisi- ojieiations, It 
is the largest piodiiccr ot abiasives .iiid 
abrasive products m the woild. .Althoiigli 
abiasives aic its mam iiroiliicts, it li.is 
diveisided consideiably. 

Norton has always been a leadei m 
espaiidiiig .Aimei le.ui mdiislii.il assoi ia- 
tions abioad. It made its first move ont- 
siile .'^iiK'iiia in 1910 when it loimeil 
a company m (.eriiiany. .Since then it 
has e,\paiKkd its inteinatioii.al oiicrations 
to such an extent, that Norton iiiiient- 
ly h.as a total of .31 nianutacturing laei- 
lities outside the United Stales. In 1970, 
the total sale ot Norton wen; worth 
3 3.59 million ol which .$ 15.3 million, 
or 43 per cent of the total, was fiom 
sales made outside the United Slates ot 
America. 

The association of Grindwell with 
Norton began in 1967, when a technical 
agreement w.as signed between the, two 


Publishing Hoiiso, 1962, pp 5 and 
63. 

15 T K Ooiiimcn, ‘Non-Violent Ap¬ 
proach to l.and Reforms: The Case 
of an .4graiian Movement in India’. 
Zcilxchrift For Ariftandische Land- 
wust<.cliaft, 9(1), March 1970, pp 44- 
55 

16 This IS computed by the author 
based on newspaper accounts on the 
land gi.-ib agitation. 

Norton 

companies. Grindwell’s lactory at Mora 
has since been e.xpanded, and it is now 
producing more and bcttei piodiiels than 
ever belore. Grindwell Noitoii claim that 
their factory is .is modem as any grind¬ 
ing wheel taetoiy in the woild today. 

.4s part of Norton’s policy, sites best 
suited for the manuiaetiiie ot paiticu- 
lai product gioups are seli-cted as the 
woild source for those jiioducfs. Giind¬ 
well Norton has been selected as the 
woild .source lor a particular product 
segment and piodnctioii lacilities :irc 
being mcicascd for this inirjrose. (iur- 
lently Gi indwell Norton is expoiting ,i 
substantial portion ol its inoduclion ol 
these iiaitieiilar items to Eiiiope. 'Hie 
deui.iiid is inciea.siiig, and the (ompaiiv 
IS now plaiiiiing liiithei l■.\pausIou, Once 
the I'iniopeaii inaiket is satisiied, the 
eoinp.ini will look towards the .Asian 
and I’acifii m.iikets wheie tlii'ie ;iie 
eoiisidci.ilile espoit possibilities. 

■N'orton h.is been the iiivi'iitor ol many 
new inoiliiets. .uid ail nitinsive [no- 
L'l.uiinii' IS still niaiiitaiiied. Ni'w abiasive 
tipes new in.iiiulaetm iiig techmipies 
,ind iii'w' applie.ition systems keej) flow¬ 
ing lioin the It and D Depailui"iil. 
Giindwell Noilon, m Bombav, can not 
onlv beiK'lil lioni, but e.m akso iiailiei- 
p.ite III, the piogi.imme. Noiton has 
IoiiihI it benelieial to distiibiite pait ot 
till lesponsibility loi It and 1) to asso- 
i i.iti' iilants. J ins applies to other skills 
.ilso. 'I'heie is to be an exchange of jieo- 
pli, both fiom the Indi.ui plant to othei 
lonntiies, and Ironi other plants to tin 
Indian plant. 

.Abrasives an- essential lor iiiaiiulae- 
liirc. This demand, and its acceleiation, 
IS becoming very evident in India. Fiom 
the Indian point of view, the formation 
ol Grindwell Norton will mean that the 
country eaii become le.ss dependent on 
imports ot special and precision abiasive 
liroducfs. In the past, although most 
.abrasive products could be supplied tiom 
local sources, thcie was a considerable 
volume of imports. This applied paili- 
eiilarly to silicon carbide giain and spi'- 
cial precision wheels. These are i.x- 
pected to lie prytlueed in liiilia shoitly 
by Grindwell Norton. 
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WERE 
A GENERAL 


and you had to mount 
an attack on a sizable military 

objective, would you launch an 
all-out assault in haphazard fashion... 

or would you ? 


Chaiires arc you wouldn't. 

(’Jtanccs are you’d call lor mditary intelligence. 
Inlormution on the cnvmy'ii strcnglh, |ioMtioni>, 
reaervesv, etc. 

Market research is but the commercial equivalent 
ol military intelligence. It will tell you, among 
other tilings, all about the territories presently 
held by your competitors which you'd like to 
conquer. Or on whieh you'd like to establish a 
firm foothold. The strategic.^ you should employ. 
The advertising media you should use. And so on. 
To companies engaged in the marketing of 
fertilisers, FEDO olTers specialised marketing 
consultancy services. It's staffed and geared 
for undertaking such work. 

Two rustomers for whom 
FEDO recently did major 
survey jobs arc J.K. Chemicals Ltd. 
and Hindustan Lever Limited. 


FBDO's service includes 

• Pre-investment market studies 

• Long-tmm demand estimations 

• Assessment of the agricultural sector 

• Advertising media research 

• ProUem-solving surveys 

• Product suitaMity studies 

• How to organise the marketing set-up 


FACT 


Address youi enquiries to The Sales Manager (Plants) 

FACT EMHNEERINC A 0ESI6N ORQANISATMM 
THE FERTILIIERS AMD CHEWCALS TRATAMCOK LTD. 
Udyogamandal. Kerala State 

testmtro-rn 
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REVIEW 


The RadclifiPe Report: A Decade 

Anand G Chandavarkar 

Money in Britain, 1959-1969 (The Papers of the Raddiffe Report — Ten 
Years After Conference at Hove, Sussex); edited by David R Croome 
and Harry G Johnson, Oxford University Press, 1970; pp 304; £ 1.00 net. 


THIS volume contains the papers and 
proceedings of a conference of mone¬ 
tary economists working in British 
universities, merchant and commercial 
banks, Bank of England and H M's 
Treasury, which was convened in 
October 1969 to commemorate the 
tenth anniversary of the publication of 
the Report of the Raddiffe Committee 
into working of the UK monetary sys¬ 
tem. According to the editors the con¬ 
ference had three major objectives: (1) 
to review developments in the areas 
about which the Raddiffe Committee 
had been especially concerned, parti¬ 
cularly changes in the structure of the 
UK's financial system and in know¬ 
ledge of how it works in theory and 
practice; (2) to bring together the 
relevant economic expertise, scholastic 
and practical to ensure the pooling of 
special knowledge of and insights into 
the monetary system so as to ensure 
the expression of official, commerdal 
and academic view on every question; 
and (3) to establish some common 
ground and the beginnings of a mutu¬ 
ally understood frame of reference 
among economists used to observing 
the monetary system from a particular 
institutional vantage point. Except for 
the unfortunate exclusion of external 
financial relations owing to limitation 
of time, the conference explored ail 
the major post-Radcliffe developments. 

Six Broad Topics 

The format of the volume reflects 
admirably the spirit and purpose of 
the proceedings, which were based for 
each topic on one basic background 
paper, followed by two discussion 
papers and brief summaries of the 
subsequent informal discussions. The 
Conference covered six broad topics : 
(I) The Raddiffe Report in the Tradi¬ 
tion of Official British Monetary Docu¬ 
ments, presented by E Victor Morgan 
(University of Manchester) with dis¬ 
cussion papers by L S Presnell (London 
Skdwol of Economics) and W T Newlyn 
(University of Leeds); (11) The 
Raddiffe Report — Ten Years After — 
A Survey of Empirical Evidence by 
A A Walters (LSE) with discussion 
papm by L Dicks-Mireaux (Bank of 


England) and M Parkin (University of 
Essex); (III) Recent Developments in 
Monetary Theory — A Commentary 
by H G Johnson (LSE), with discus¬ 
sion papers by D Laidler (University 
of Manchester) and R T Armstrong 
(H M Treasury) who was Secretary to 
the Raddiffe Committee; (IV) The 
UK Financial Sector since Raddiffe 
with basic papers on the Evolution of 
Monetary and Financial Institutions by 
P I (Tlark (National Westminstei 
Bank); Non-Clearing Banks by T 
Rybezynki (Lazard Bros); Monetary 
Policy and the Clearing Banks by 
J E Maycock (Midland Bank), follow¬ 
ed by discussion papers by P David¬ 
son (Rutgers — The State University, 
New Jersey, USA), A B Cramp (Em¬ 
manuel College, Cambridge) and G 
Clayton (University of Sheffield); (V) 
The Operation of Monetary Policy 
since Raddiffe (prepared by the Bank 
of England in consultation with the 
Treasury) and discussion papers by 
RFC Alford (LSE) and J R Winton 
(Lloyds Bank). The last part (VI) com¬ 
prises a bibliography of articles relat¬ 
ing to the UK financial system publish¬ 
ed between 1958 and 1968/69 pre¬ 
pared by D R Croome and P J 
NichoIIs (Queen Mary College, London). 
The other discussants in the confer¬ 
ence comprised an impressive cross 
section of the academic, banking and 
official community in the UK, includ¬ 
ing Professors Sayers, J S G Wilson, 
G Maynard, D Rowan, C Kennedy, Sir 
Donald MacDougall and M V Posner 
(Treasury), C Mcmahon (Bank of 
England), J E Wadsworth (Midland 
Bank) and others. 

Handsome Bouquet 

It may sound churlish to begin this 
review with a note of regret but it 
does seem unfortunate that the editors 
could not include the informal speech 
by Sayers at the inauguration of the 
Conference on the subject of the work 
of the Raddiffe Committee. The 
reader can only speculate on the sub¬ 
stance of what must have been a 
customarily succinct and perspicacious 
discourse by the doyen of British 
monetary economists. On the other 


hand the editors merit a handsome 
bouquet for the choice of the title of 
the volume which surely is intended 
to convey the message, - - so often 
overlooked by critics of the Raddiffe 
Report - that the Report is to be 
viewed essentially as a diagnosis and 
prescription of British monetary insti¬ 
tutions, policies, and situations rather 
t’.ian as a stylised model in terms of 
the theorist or the econometrician. Il 
cannot be stressed too often that more 
than any other branch of economics, 
monetary theory is perhaps the most 
“institutional" and cannot be com¬ 
prehended except in terms of history 
and specific environment. 

iMPOKi'ANfE or Institutions 

A good example in point is the fact 
that the efficacy of monetary policy 
depends, among others, on the nature 
of the transmission mechanism which 
IS unique to each monetary system. 
Thus Alford rightly points to differ¬ 
ences in the UK and US monetary 
management arising from the fact that 
the volume of domestic bank deposits 
IS demand determined by the private 
sector in the UK and given reserve 
ratios so IS the volume of bank 
reserves: in the US control over bank 
reserves is the means of influencing 
bank deposits and so expenditure. 
Accordingly, “these two different 
strategies lead to chains of causation 
passing through the monetary system 
in opposite directions. This offers im¬ 
pressive scope for misunderstanding 
between those implicitly thinking in 
terms of one system and those im- 
Iilicitly thinking in terms of the other. 
The choice between these (and other) 
strategies i.- a matter of piolitical 
attitudes and the technical efficiency 
of the different measures in local cir¬ 
cumstances" (p 232). But etiually con¬ 
temporary institutions cannot be 
understood except in terms of their 
history even as in economic dynamics 
the end-result is conditioned by the 
"path". This role is admirably fulfilled 
by Victor Morgan's valuable back¬ 
ground paper which sets the Raddiffe 
Report in the great British tradition of 
official monetary documents which 
goes back to the famous Bullion Re¬ 
port of 1810 through the Macmillan 
Committee (1931), the Cunliffe Oxn- 
mittee (1918-1919) and the Gold and 
Silver Commission (1888). Morgan's 
paper shows that the problems and 
policy objectives studied by the Rad- 
cliffe Committee «were not different in 
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kind from thdse which faced the 
twenty' other rommittees that have 
examined the British monetary system 
since 1797 — the maintenance of the 
exchange value and domestic purchas¬ 
ing power of the currency, avoidance 
of unemployment and creation of 
conditions favourable to growth—even 
though the language and priorities 
have changed from time to time. 

Walters' impressive survey and 
critique of empirical evidence bearing 
on the Radcliffe Report appears to put 
too much emphasis on the Friedman- 
Meiselman approach and too little on 
the need for disaggregated research 
for stable structural relationships of 
financial markets through which mone¬ 
tary policy instruments influence eco¬ 
nomic targets. Many discu.ssants were 
therefore rightly critical of the use of 
reduced-form equations which attempt 
to link the gross aggregates of money 
and income in relations like demand 
for money equations or “money multi¬ 
pliers”. Among the many conceptual 
problems raised were the correct defi¬ 
nition of the money stock, “liquidity” 
as an independent variable, building 
of expectations into models, links 
between monetary variables and sec¬ 
toral consumption patterns and bet¬ 
ween public-sector financing and the 
money supply, the relation of external 
financial flows and the domestic finan¬ 
cial system, and the behaviour of the 
gilt-edged market, etc. The most 
revealing comment on the status of 
econometnc testing was made by 
Dicks-Mircaux, according to whom, 
“by most statistical tests, the evidence 
quoted 1)) Professor Walters . . . precetl- 
ing his conclusion that, effectively 
money matters in the United Kingdom 
ctiuld be . . . adduced in support of the 
opposite conclusion" (p 74). 

Vai.uaiii.k Suhvev 

Johnson's commentary is a valuable 
survey of developments in monetary 
theory since the Radcliffe Report, 
such as the ri.se of "monetarism'' and 
the contributions of the “portfolio- 
balance" approach of the Yale School 
under the leadership of James Tobin, 
the latter "providing belatedly the 
intellectual foundations of the Rad- 
cliffe Committee's position on mone¬ 
tary theory and policy'' (p 101). 
Several di.scus.sants doubted the value 
of theoretical work on the optimality 
of money stock for economic growth. 
The discussion also ranged around the 
shape of the Phillipps curve (several 
speakers claimed that the evidence 
adduced could be interpreted to sug¬ 
gest a vertical curve); the role of ex¬ 


pectations and the exogeneity of the 
money supply in the econbmy. In the 
latter context it was noted that the 
currency-deposits ratio in the UK has 
been quite variable but that the de¬ 
mand for currency has been a very 
stable proportion of transactions on 
income. This however, leaves un¬ 
answered the question why the UK 
authorities have chosen to disregard 
this relationship, namely the currency 
supply, as a policy instrument despite 
its potential usefulness? Certainly an 
interesting thought! 

Part IV is a useful descriptive 
survey of the institutional changes in 
the UK financial sector since Radcliffe. 
A major conclusion is that the share 
of the clearing banks themselves will 
continue to decline but that this rela¬ 
tive decline will be more than made 
up by Che acquisition or establishment 
of subsidiaries by the banks. But the 
changes in the position and business 
of non-clearing banks are attributed 
largely to secular trends suggesting 
that the influence of monetary 
and other policies has been rather 
limited. Against the academic case for 
greater interbank competition through 
repeal or relaxation of cartel arrange¬ 
ments on interest rates, it was suggest¬ 
ed that competition could not be 
effective white the banks remained 
under a system of tight credit con¬ 
trols. This seems to be more or less 
the official position as stated by the 
Chancellor of the Exchequer in the 
House of Commons on July 25, 1969, 
namely that "the public interest would 
not be served, at any rate at the 
picsent time. b> urging the banks to 
abandon their agreement upon deposit 
and lending rates”. Another subject 
of discussion related to the question 
of the optimum controls on the bank¬ 
ing system. Bankers expressed a pre¬ 
ference. in place of advances control, 
policies which operated along lines 
which they would follow in normal 
operations, probably a required cash 
and liquidity ratio. 

The discussion on monetary policy 
since Radcliffe (Part V) was mostly 
concerned with the attitude of the 
authorities to the DCE (Domestic 
Credit Expansion) concept, their views 
on the bond market and the particular 
t>-pes of policies they favoured. The 
authorities regard the DCE concept 
which has developed out of discussions 
with the IMF staff, as one of several 
useful indices of economic performance 
but much work needs to be done on 
its linkages with economic activity. 
The concept itself could be refined 
to accommodate changes in the pro¬ 


portion o! high-powered to other 
money in the overall aggregate. 

It is also interesting to note that 
the discussants were divided about the 
relative merits of interest rates and 
money supply as the principal policy 
variable although there was an emerg¬ 
ing consensus that there would be a 
greater reliance on monetary policy in 
the next few years. Most discussants, 
however, agreed on the need for more 
rigorous and comprehensive analysis 
and measurement of all the significant 
behavioural and structural relationships. 

All in all, the conference seems to 
liave provided an admirable forum for 
all points of view on what are essenti¬ 
ally debatable themes of great practical 
import. It highlights, among others, 
what is by far “one of the great and 
lasting contributions of Radcliffe”, 
namely, “to call forth much of the 
data which provided evidence for the 
refutation of its hypotheses. Monetary 
economics must at some time or other 
come to terms with the facts of life... 
The Radcliffe Committee greatly speed, 
ed this process, in part by its pro¬ 
vocative report.. . the fall-out has been 
impressive” (Walters, p 65). A magis¬ 
tral summing up of one of the endur¬ 
ing contributions of the Radcliffe 
Report. 
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Self-Financing Urban Water Supply 

A Model for Asansol-Durgapur 

P K Saha 

It is generally agreed that urban umter supply systems must he self-financing, in that water supplied 
must be paid for according to the volume used by the consumer. However, under the existing, generally 
poor, economic conditions in the urban areas, there have to be necessary qucdifications to this general 
principle. 

This article examines whether, in the existing socio-economic conditions of the Asansol-Durgapur 
urban region, it is possible to sustain such a water-ou-payment system. It seems evident that, given the 
present inequality in incomes and housing facilities, there is no immediate escape from having to depend 
for funds on government grants and loans. In fact, till such time as the minimum as well as the general 


level of economic well-being of the 
he subsidised. 

THERE is general agreement among 
people in the business of water supply 
that the water supplied must be paid 
for according to the volume used by 
the consumer. This is a simple pro¬ 
position and look.s highly justified. It 
costs money to collect, purify, and 
distribute water to consumers. The 
' plants and equipment needed for the 
process are quite expensive. It is only 
fair, therefore, that the money spent 
on all this must be recovered from 
the sale of what is produced thereby. 
This requires fixing a price for water. 
The purpose of this paper is to examine 
whether, under the existing socio¬ 
economic conditions, it is possible for 
the urban areas of the Asansol-Durga¬ 
pur region to sustain such a ‘water- 
on-payment’ system. 

Municipal water supply systems in 
West Bengal have been constructed 
mostly with the help of loans and 
grants from Government. Water is sup¬ 
plied to the townsfolk as a part of 
the municipal services. The expendi¬ 
ture on this IS borne by the overall 
revenue receipts and the grants; the 
water tax, collected as part of the 
municipal taxes, goes to the general 
fund. In the complex of the existing 
accounting systems, which exist in 
many of the municipalities, it is almost 
impossible to get a clear idea of the 
economics of the water supply sys¬ 
tem. But the default in which the 
municipalities are in this vital field 
ifself indicates the maladies of the 
existing water supply system. 

As the urban areas cannot run even 
the existing systems with the money 
raised by them, extension of these sys¬ 
tems to ever growing urban popula- 


urban comumers is improved, the 


tions or improvement in the standards 
of supply, appear out of question. 
Under the existing systems of financ¬ 
ing, to finance all new water supply 
units and additions to old ones, the 
Government advances two-thirds of 
the estimated value as loan to the 
town and the municipality itself 
raisc.s the remaining one third. In 
practice, however, even this one- 
third is given to the municipality as 
a soft loan by the Government. The 
capacity of the Government to do this 
is limited by its budget. It is becom¬ 
ing more and more clear that this sys¬ 
tem puts the bigger municipalities 
with ambitious projects at a disadvan¬ 
tage over the smaller ones. Thus the 
Government is in no position to come 
to the aid of a big urban area like 
Asansol, a very modest water supply 
scheme of which has been estimated 
to cost nearly Rs two crores in the 
very first phase. The consequence may 
be seen in the long queues before the 
reluctant street taps at all times of the 
day and in the prevalence of enteric 
diseases among people because of their 
use of unsuitable water sources. 

Water supply systems grow in size 
with the passage of time. Investments 
are required to be made at intervals 
of time to up-date the system to cope 
with growth 111 demand. In the mean¬ 
time, the cost of providing the same 
facilities increase with rise in prices. 
Besides, plants and equipments which 
are already in use depreciate in the 
mean time. Most of the components 
of a water supply system, however, 
have a very long useful life. They 
thii-s outlive the amortisation period 
and become a capital asset for the 


water supply systems will have to 


water supply authority. All these fac¬ 
tors make the costing of a water sup- 
ply system highly complicated. To 
avoid many of these complications, we 
propose to make some simplifying as¬ 
sumptions so as to arrive at a broad 
picture of the situation without a high 
degree of accuracy as to details. 

Water supply systems are quite ex¬ 
pensive. The three constituent parts 
lit any .such sy.slem, t'iz. the intake 
woik.s, the purification plant, and the 
distribution system, need large capital 
investments. Once installed, the sys¬ 
tem needs recurring expenditure on 
operation, maintenance, and day-to-day 
iiinning of the units. This is generally 
known as the OMR. 

Our aim is to arrive at a rate struc¬ 
ture which takes into account all such 
expenditure. The unit rate m question 
should express the investment in capi¬ 
tal and OMR in terms of the mea¬ 
surable output. Such unit rates of vari¬ 
ous t.vpes have frequently been used 
in case studies, i e, cost per unit of 
supply, cost- per unit serviced, and the 
like. Since we propose to deal with a 
.situation in which the aim is to serve 
a growing urban area, it is convenient 
to expre.ss the cost in terms of the 
unit of commodity produced and to 
assume this cost rate to be constant 
over the period under consideration. 
For the same reason, we propose to 
take the OMR cost as a fixed percen¬ 
tage of the capital cost at every stage. 
From an analysis of the rates of vari¬ 
ous water supply systems in different 
parts of the country, it has been found 
that Rs 2500 may be reasonably taken 
as the capital required for the supply 
of every 1000 ^gallons per ,day, which 
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ACID PLANTS? 



P & D CAN SET THEM UP FOR YOU 


Planning A Development Divl> 
•ion, which has over the years 
developed a wide range of pro¬ 
cess know-how, offers you Its 
experience and expertise for the 
setting up of 

• Sulphuric Acid Plants 

• Nitric Acid Plants 

• Phosphoric Acid Plants 

P A 0 IS well versed in the plann¬ 
ing design engineering procure¬ 
ment installation and commis¬ 
sioning of these plants With 
mors than 20 years of experience 
in the running of such plants, and 
more than 10 years of experience 


In the design and Installation of 
plants such as those. It has 
developed the ability to locate 
and solve the problems of running 
units, speedily This experience 
IS passed on to the customer 
without any charge Acid plants 
set up by P A D, thereforo, assure 
the vital benefits of low capital 
investment, low operating costs, 
high on stream factor, high con¬ 
version efflclsncy and minimum 
foreign exchange 

It was P A O's engineera who 
designed and constructed the 
world's largest Nitric Acid Plant 


(1800 tpd) of Its kind at ftourkela 
10 years ago and since then they 
have never looked back P A D is 
presently engaged In the plann¬ 
ing, design, engineering, cons¬ 
truction and commissioning of 
10 major projects involving more 
than 5000 million rupees 

p 80 asi„ 

THf PLANNIN* 

A OIVnOPMCNT mVIAION 

C.I.P.T. gutldlnas, P.O. Wndd 
Olst. Dlienbsd. WiiM. 
TefeiMMlMaMlMila) 

Orsms: ‘PLANOBV* SIndrI 

OP INDIA UIMITSO 


the fertilizer CORPORATION 

naefweo •?« 
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. • **®!?™f-')L^*'*** at 50 OFCO for Different Water Rates 


• 

Lwome Group 
(Rs/Montb) 

Avarape 9xe Avoue 
of WaSr 



Rates in R$/I00b Gallons 




Household 

Requirement 
at SO gpcd- 
(Oallon^^y) 

0.92 

1.05 

1.08 

1.18 

1.20 

• 

1.29 

0-200 

201-300 

301-400 

401-600 

601-800 

801 and above 

3.9 

5.4 

6.4 

6.8 

7.3 

7.5 

195 

270 

320 

340 

365 

375 

5.45 

7.55 

8.95 

9.51 

10.21 

10.50 

6.22 

8.62 

10.21 

10.85 

11.66 

11.98 

6.40 

8.86 

10.50 

11.16 

12.00 

12.32 

7.00 

9.69 

11.48 

12.20 

13.09 

13.45 

7.12 

9.85 

11.66 

12.41 

13.32 

13.68 

7.63 

10.59 

12.56 

13.32 

14.31 

14,70 


otherwise means that on the average 
a system would cost Rs 25 lakhs per 
mgd of its supply capacity. Tlie OMR 
cost per year has been taken at 7 per 
cent of invested capital. 

Secondly, since our aim is to arrive 
at a tmit rate for the water supplied, 
it is necessary to bring the total ex¬ 
penditure on the project together with 
its debt services over a certain period 
of time into a series of equivalent pay¬ 
ments at constant intervals. This may 
be done through the calculation of 
annual costs. In practice, however, 
capital outlays are required to be made 
at intervals throughout the period and 
the OMR expenses exhibit a tendency 
to change markedly with time. All 
4his makes employment of the annual 
cost method somewhat inconvenient. 
Thus the assumptions of constant cost 
over a period is necessary. 

The formula for the calculation of 
the annual cost is given by; 

Annual cost; =Ki-f—2^1—.-fOMR 
( l - fi )"—-1 

Where K = capital outlay 

i = annual interest rate 
n = period of repayment of 
loan 

In the Western countries, water sup¬ 
ply systems are generally financed 
from the sale of bonds br debentures. 
Such utility bonds have a very good 
market in those countries, so the neces¬ 
sary capital is often available at a 
lower rate of interest with longer re¬ 
payment periods than are other bonds 
in the market. No such tradition has 
grqwn in this country. Hence the 
dedsions in fixing *i’ and 'n* for calcu¬ 


lating the annual cost may be rather 
speculative. 

Since our interest is to get a broad 
spectrum of rates for water under dif¬ 
ferent terms of obtaining money, we 
have adopted, as two extreme cases, 
the combinations of interest rates and 
period of payments as follows; 
i *= 5 n = 30 

i = 10 n = 20 

Water rates for certain other com¬ 
binations of ‘i’ and ‘n’ have also been 
calculated for comparison. Thus the 
water rates, expressed as cost per 1000 
gallons of water supplied to the con¬ 
sumers, are given below for different 
combination of ‘i* and ‘n’. 

i = 5 i = 5 

n = 30 n = ,20 
Cost/1000 0.92 1.05 

gallons (in Rs) 

The Socio-Economic Survey con¬ 
ducted in the Asansol-Durgapur region 
under the auspices of the Asansol 
Planning Organisation throws some 
light on the other side of the problem, 
vis, the capacity of the urban people 
of the region to support such a self¬ 
financing water-supply system. In the 
ultimate analysis, it is the people who 
are to pay for the water they consume. 
It is, therefore, very important to 
know about their income structures, 
living conditions, and patterns of ex¬ 
penditure and savings, so that a rea¬ 
sonable opinion could be given on 
how far the economic conditions of 
the people of this region justify our 
hopes of making the system self-pay¬ 
ing. 


From data available on incomes and 
average family sizes, the probable ex¬ 
penditure on water for households in 
the different income brackets can be 
arrived at. In the Interim Develop¬ 
ment Plan for this region, prepared by 
the Asansol Planning Organisation, the 
per capita water demand has been 
fixed at 50 gpcd (gallons per capita per 
day). The Indian Standards Institution 
has recommended a standard of at 
least 30 gpcd for urban areas with 
sewerage facilities. Tables 1 and 2 
show the average monthly water 
bills for the different income groups 
at these two rates of per capita water 
consumption. For reasons to be clari¬ 


i = 71 

i = 7} 

i = 10 

i = 10 

n = 30 

n = 20 

n = 30 

n = 20 

1.08 

1.18 

1.20 

1.29 


fied later, the probable water bill for 
a consumption of 20 gpcd is given in 
Table 3. 

From the same survey, the monthly 
savings for the different income groups 
are computed as in Table 4. Savings, 
as given in Table 4, are the differ¬ 
ence between the monthly income 
and the expenditure on some specifi¬ 
ed items, i e, house rent, utility, 
education, food, cloth and groceries. 
Thus they exclude irregular or acci¬ 
dental expenditure, such as on medi¬ 
cal care, etc. Considering this, it is 
reasonable to assume that, the first 
group would not have any disposable 
saving worth talking of. The next 
higher income group may have a dis¬ 
posable saving of about 50 per cent 


Tabu 2: Monthly Watwi ttu. at a CONsnsiMioN of 30 area for Diffbrent Watw Rates 


Income Oraim Averaae Size 
(Rs / Month) of 

Households 


Aven^. 
Requirement 
•1 aospod 
(OallomfiOny) 


Rates in Rs /KXX) Gallons 

0.92 1.05 1.08 1.18 1.20 1.29 


0-200 

3.9 

117 

3.27 

201-300 

5.4 

162 

4.53 

301-400 

401^00 

6.4 

6.8 

192 

204 

5.37 

5.70 

m-V)0 

7.3 

219 

6.12 

801 and sbove 

7.5 

225 

6.79 


3.73 

3.84 

4.20 

4.27 

4.59 

5.17 

5.32 

5.81 

5.91 

6.35 

6.13 

6.30 

6.89 

7.00 

7.53 

6.51 

6.70 

7.32 

7.44 

8.00 

6.99 

7.19 

7.85 

7.99 

S.S9 

7.18 

7.39 

8.07 

«.21 

8.82 
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.Table 3 : MoNniLY Water Bill at a Q>nsumpti(»4 ov20 opcd k» DmwN-i Water Raise 


Income 

Average 

AveiAge 



Rates Inks/1000Oalloas " 


Group 
(Rs/Month) 

• 

VI 

Household Require- 0.92 

mentat 

20 gpcd 
(Gailons/Day) 

1.05 

1.08 

.1.18; 

1,20 

1.29 

0200 

3.9 

78 

2.18 

2.49 

2.56 

2.80 

2.84 

2.06 

201-30C 

5.4 

108 

3.02 

3.45 

3.55 

3.87 

3.94 

4.23 

301-400 

6.4 

128 

3.58 

4.09 

4.20 

4.59 

4.67 

5.02 

401-600 

6.8 

136 

3.80 

4.34 

4.47 

4.88 

4.96 

5.33 

601-800 

7.3 

146 

4.08 

4.66 

4.79 

5.23 

5.33 

5.73 

801 and above 

7.5 

150 

4.19 

4.78 

4.93 

5.38 

5.47 

5.88 


of the gross saving, i e, say Hs 10 per 
month. This group spends, on the 
average, Rs 6.30 per month for utility, 
which represents the cost of electri¬ 
city. Though it would mean hardship 
for them against accidental demands, 
this group could if required possibly 
pay Rs 5 per month for water, under 
the pressure of circumstances. Simi¬ 
larly, the income group Rs 301 to 400 
can, on the average, afford to pay bet¬ 
ween Rs 8 and Rs 10 per month for 
water without appreciable strain on 
their family budgets. For the higher 
income groups, with their available 
savings, the payment of the water bills 
as calculated in Table 1 would not 
present much of a problem. 

As Table 4 indicates, there are 
61,528 households in the income group 
Rs 0-200, and 34,458 households in 
the next higher income group of Rs 
201-300 per month. They represent 
48 per cent and 27 per cent respective¬ 
ly of the total number of urban house¬ 
holds in the region. Similarly, the in¬ 
come group Rs 301-401, covers 13,630 
households which forms 10 per cent 
of the total. Considering the average 
size of these households (see Table 1) 
they represent 29 per cent, 22 per cent 
and 10 per cent, respectively, of the 
total urban consumers. 

In the light of the above discus¬ 
sions, It may thus be stated that, under 
the present economic conditions of 
the region, 29 per cent of the urban 
consumers are not in a position to pay 
for the water they use. while another 
39 per cent belonging to the upper¬ 
most income groups can pay their 
water bill for a consumption of 50 
gpcd. Comparing the magnitude of 
their expected water bills — as given 
in Tables 1 to 3 — with their savings 
— as given in Table 4 — we may be 
justified in concluding that, for these 
two groups, none of the proposed 
water rates would make much differ¬ 
ence. For the income group of Rs 201- 
300 per month, representing 22 per 
cent of the consumers^ there are two 
alternatives available! They can pay 
for their water at a consumption of 


30 gpcd, only if the water is available 
at Rs 0.92 per 1000 gallons. Alterna¬ 
tively, they have to draw water at 20 
gpcd, and then too they can pay only 
upto the water rate of Rs 1.20 per 
1000 gallons and not at the highest 
rate proposed, viz, Rs 1.20 per 1000 
gallons. The other monthly income 
group (i e, Rs 301-400) can pay for 
water supplied at 30 gpcd for all the 
proposed rates, though they are in no 
position to pay for a consumption of 
50 gpcd. Thus it is obvious that, a 
water supply system designed for a 
flat rate of consumption of 50 gpcd 
would not be self-supporting under the 
prevalent economic conditions and that 
a graduated scale would have to be 
adopted. Secondly, for the proposed 
standards of supply for the various in¬ 
come groups, the rates of interest on 
the invested capital and the periods 
of repayment have but only marginal 
effect on the payability of the groups 
concerned. 

It is obvious then from the above 
discussions that; 

(a) Nearly 29 per cent of the con¬ 
sumers of water in the urban areas of 
the Asansol-Ihirgapur region are in no 
position to pay for the water they 
consume. 

(b) The remaining population also 
can not, under existing conditions, pay 
the rate that would be required to 
make the supply system, designed for 
consistent rate of consumption of 50 


Table 4: 1nc(»<e Groups and Their 
Savings 


.2 u 9 o. 


iflll 


0-200 62528 6.20 

201-300 34458 21.40 

301-400 13630 49.00 

401-500 8090 82.63 


501-750 7474 153.15 

751-1000 2800 261.78 


Table 5: Estimated Percrntaob of 
Fucx:a Houses and Possession 
Water Taps for Dzffxrent 
Income Groups 


Income 

Group 

Per Cent 
with Pucca 
Houses 

Percentage 
of FamiOes 
with Water 
Taps 

0-200 

43.5 

21.7 

201-300 

68.9 

40.8 

301-400 

77,3 

41.3 

401-600 

90.8 

53,7 

601-800 

91.4 

59.3 

801 and above 

96.5 

69.5 


the consumers' premises, so that the 
water consumed could be measured 
through a metering device for the pur¬ 
pose of billing. So far, we have consi¬ 
dered the savings of the consumer 
only, to gauge his capacity to pay for 
the water he consumes. The question 
of having a water tap in one's own 
premises, depends however, on many 


gpcd, self-supporting. A graduated 
scale will have to be adopted for 
this purpose, ranging from My, 50 
gpcd to 20 gpcd. 

(c) For such graduated standards of 
supply for' the various income groups, 
the rates of interest on the invested--' 


factors. For one living in his otvn 
house this would mean a certain mini¬ 
mum structural standard. Taking a 
water connection costs money. Tins 
additional investment in houaing deters 
many from taking the step. The rent 
of such houses- would alw be hi^ 


capital and the periods of repayments aO for people living in rented houses 

would have but marginal significance this would mean a change in family 

fur the groups' paying capacities, budget allocations, resulting in a re- 

And this gives a wider choice of- duetion-of aaviage'.-In Ita-‘tuni,--tth 

sources for borrowing the necessary could affect their capacity for paying 


funds. 

One tacit assumption underlying the 
the proposal, to have a self-supporting 
water supply system is that the water 
should be received through taps at 


the water charges. 

Again, as may be seen froth Afy- 
pendix 11, kuU^ houses in tlia utibaa 
areas do not possess bottw taps. Tlnu, 
the types of housing available within 
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Tabu: 8 Cshmated Requibement of Capital* 


Years 

1971 

1976 

1981 

1986 

Populatum (in lakhs) 

8.60 

11.00 

13.45 

15.77 

Water demand (millioxi per day) 

C&pital re<iuired up to tlie srear 

28 12 

35.97 

43.56 

51.56 

(in crores of rupees) 

7.03 

9.00 

10.90 

12.89 


mmne 

the flonttlsl means of the different 
income classes are very important fac¬ 
tors in the success of a self-support- 
tiU{ water surply system. 

Table 5 gives the estimated per¬ 
centage of pucca houses for the differ¬ 
ent family income groups as well as 
percentage of bouses having their own 
water taps for these groups. The last 
column of Table 5 indicates that, at 
present, roughly 50 per cent of the 
family groups that can pay for their 
water have water taps in their pre¬ 
mises. This would severely limit the 
success of a self-financing water 
scheme, since there would be no way 
of correctly assessing the water charges 
for half of the consumers with the 
capacity to pay. We would then have 
to resort to the indirect way of rais¬ 
ing the cost of water, which would 
defeat the basic purpose of such 
schemes 

However, at present, there are cer¬ 
tain restrictions to having one's own 
water tap. Many of the urban areas 
do not have any organised water sup¬ 
ply system and the question of having 
one’s own tap does not arise at all 
for these areas In certain other places, 
such as the municipal towns of Asansol 
and Ranigan), the existing supplies are 
quite inadequate, both in quantity and 
coverage. Consequently, people who 
can afford to have their own taps do 
not get the permission to get 
them. Once such constraints are re¬ 
moved, the situation is likely to im 
prove It may be reasonable to ex¬ 
pect that the income groups above Rs 
401 per month would have their own 
water taps under such conditions 
This leaves us with the income group 
from Rs 201-400 per month, who 


could pay for their water but do not 
have the facilities themselves Roughly 
30 per cent of the families in this in 
come group have pucca houses with¬ 
out water taps. For these cases, it 
may be worthwhile to try to give them 
water taps on hire-purchase basis or 
to arrange loans for them on easy 
terms for this facility This would 
directly yield revenue for the water 
works Indirect benefits from such a 
step would also be great, since it 
would generally improve the hygienit 
conditions of people and stop the wast 
age of water which their dependence on 
street taps entails. However, for the 
other 30 per cent of this group, living 
in kutcha houses, the problem is of s 
much more fundamental nature It 
only emphasises that, better housing 
facility IS a prerequisite for the finan¬ 
cial success of a water supply system 

We have earlier concluded that 29 
per cent of the urban population in 
this region are in no position to pav 
for their water However, for the 
betterment of the urban environment 
in general, these people must be sup 
plied with their essential requirement 
of water. In this context, a supply of 
20 gpcd must be about the minimum 
as the supply oi a smaller quantity of 
water would make them dependent on 
unreliable alternatives This might be 
to the detriment of the environment 
The water demand for the total urban 


area has, therefore, been estimated on 
the following basb 

(a) 20 gpcd for families in the in¬ 
come groups upto Rs 300 per 
month, 

(b) 30 gpcd for families in the in¬ 
come group of Rs 301 400 per 
month, 

(c) 50 gpcd for rest of the families 

Such graduation of water demand, 
in terms of family incomes, would lead 
to some tncky problems in the eco¬ 
nomic design of the water supply sys¬ 
tems However, such problems may 
not prove insurmountable in view of 
the thoughts now being given to pro¬ 
per planning of the urban areas of 
this region 

Population estimates foi a period of 
20 years for the urban areas of this 
region have already been made by the 
Asansol Planning Organisation These 
estimates together with the above 
basis of water supply, lead us to the 
following data on the capital outlays 
rcquiied at different stages of the pro¬ 
posed arrangement 

At present the industrial townships 
of Durgapur, Burnpur, Chittaranian, 
etc have their own water supply sys¬ 
tems which are quite sufficient for 
then current demands The municipal 
towns of Asansol and Raniganj do 
have their own systems also However, 


Apfbnoix 1 Estimated Disnui-VTioN oi Income / ExpFNnnuRF and Surpi us / DEncrr by I-amily Incomf 

Class fqr Total Urban Area 


Family 

Income 

Class 

(per Month) 

House¬ 

holds 

Average 

Income 

Wage 

Income 


Average Expenditure on 


Expendi¬ 
ture on 
Rent 

Surplus Percen- 
or Deficit tage of 
(Percent) Income 
Remit¬ 
tance to 
Total 
Income 

Uti¬ 

lity 

Educa¬ 

tion 

Food 

Cloth 

Stn Goods 
and 

Others 

0-200 

62S28 

147 6 

85 40 

4 8 

2 5 

98 8 

11 6 

10 8 

12 9 

4 2 

6 12 

201-300 

344SB 

258 0 

84 56 

6 5 

11 5 

160 0 

20 0 

18 9 

19 7 

8 3 

5 90 

301-400 

13630 

360 3 

83 54 

8 5 

22 5 

201 0 

27 0 

25 7 

26 5 

13 6 

3 77 

401-500 

8090 

464 2 

83 K' 

10 5 

31 5 

249 0 

29 0 

31 0 

30 7 

17 8 

5 58 

501-750 

7474 

612 6 

85 16 

i2 0 

4j 5 

276 0 

41 0 

46 0 

38 8 

25 0 

5 02 

751-1000 

2800 

884 4 

86 16 

18 0 

68 5 

352 0 

iO 0 

82 0 

52 5 

29 6 

6 31 

1001 end 
above 

1258 

2264 1 

50 94 

21 2 

124 0 

447 5 

93 5 

96 3 

126 0 

59 9 

1 66 

Total 

130238 

281 7 

82 07 

6 8 

13 8 

154 0 

19 8 

20 1 

20 6 

16 5 

5 62 


Sonne: Socio-Economic Survey, 1966 
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Appendix II: < Per Cent of Hovsi Types in Possession op Privatb Waisb 

Taw 


Area 

Pucca 

Type of Structure 

Kutcha 

Others 

Asansol municipality area 

26.22 


1.90 

Kulti urban area 

22.22 

— 

14.02 

Raniganj municipal area 

3a>7 



Asansol initial planning area 

33,40 

— 

2.94 

Durgapur initial planning area 

76.30 

— 

17.98 

Dur^pur urban are* 

80.84 

5.80 

29.67 

Total urban area 

53.54 

— 

9.73 


tbe bssic * tsnct of « ssIf-sunioniBg 
system, ois, that water actu^ oon> 
sumed should be paid for. Beside*, 
whatever may be the system of raiS' 
injt the revenue, 29 per cent at the 
consumers can not contribute anythinf 
ai all. If the system of paid consump¬ 
tion is strictly enforced, they would, 
of necessity, switch over to uhr^able 
sources for their water needs, and this 
would defeat the very purpose of hav¬ 
ing a water supidy system for the com- 


these are neither sufficient in quantity 
in comparison with the townships* res¬ 
pective water demands, nor do they 
cover the total extent of these urban 
areas. In the remaining urban areas 
there are no water supply systems 
worth talking of. It is estimated that, 
by 1971, the number of people with¬ 
out any urban water supply would be 
nearly 3.5 lakhs and that it would 
cost Rs 2.84 crores for providing this 
facility. In every subsequent five years, 
the fresh capital needed would be 
about Rs 2 crores. 

In western countries, where such 
water authorities are quite common, 
they have very good standings in the 
financial market. Thus it is easier for 


stipulated time. *1116 capacity to raise 
this revenue would in turn depend on 
the capacity of the consumers to pay 
for their water. This again depends on 
their income level. Housing conditions 
also influence the process of measur¬ 
ing the water supplied as normally the 
kutcha houses could not conveniently 
have metered water connections. But 
this is again an outcome of the low 
incomes of families. There are, of 
course, various indirect ways of rais¬ 
ing the water revenue though none of 
them is entirely satisfactory. Unless 
we tag the money to be paid for water 
with the water actually drawn, the 
system becomes wasteful and defeats 


munity. On the other hand, provision 
of free water could divert many of 
the consumers with a paying capacity 
to take advantage of this free supply. 
In all probability there would not be 
more than 50 per cent of consumers 
paying for their water under such a 
system. And the system would not run 
self-supported. Tbus, we are led to 
the inevitable conclusion that, the suc¬ 
cess of a self-supporting water supply 
system would need a certain stan^rd 
of economic well being of the con¬ 
sumers which is yet to be achieved 
in the Asansol-Durgapur region — and 
till such time as this happens, the 
water supply arrangements would have 
to be subsidised. 


them to go to the open market for 
loans or for sale of debentures. How¬ 
ever, even where such authorities exist 


UN to Co-ordinate Natural Disaster Relief Efforts 


in India, the city and the State govern¬ 
ments have often got to back these 
ventures — through bulk purchases of 
loan bonds or debentures. In the con¬ 
text of the Asansol-Durgapur region, 
securing of such huge amounts of loan 
from the open market would be al¬ 
most impossible and, therefore, any 
water supply agency can function only 
with the financial blessings of the Gov¬ 
ernment or in the form of a State 
undertaking. 


A UNITED NATIONS disaster relief 
centre is proposed to be set up by the 
Secretary-General in a report released 
recently. The report was prepared in 
the light ol international experience in 
recent months after a series of natural 
disasters in Turkey, Peru, and East 
Pakistan. 

The centre is the key recommendation 
of a comprehensive plan to speed up 
and improve international assistance to 
disaster areas. It would serve as a nerve 


tidal waves, should prepare or improve 
existing pre-disaster plans for coping 
with future emergencies, and the United 
Nations should furnish expert advice in 
helping them to draft preparedness 
plans; 

(ill) Stockpiles of some bulk food 
reserves and non-perishable emergency 
supplies should be established on regio¬ 
nal and global levels; 

(iv) The opportunity should be taken 
to improve plarming and development in 


CONCI.USIDNS 

So far, we have analysed the differ¬ 
ent aspects of a self-supporting water 
supply system for the urban people of 
Asansol-Durgapur region. The basic 
idea was to free the system from its 
habitual dependence on grants from 
the Government, upto two-thirds of 
the cost. Government grants, coming 
from a limited budget, would neces¬ 
sarily restrict the fulfilment of the 
water demand of the region whose 
magnitude or demand is very high. 
However, discussions lead us to the 
conclusion of having to secure loans 
from the Government or from some of 
its agencies. Taking of such loans could, 
of course, be justified if the water 
authority cotild raise sufficient revenue 
to pay back the mopey within the 


cf'ntrc for expediting action and exer¬ 
cising effective co-ordination for inter¬ 
national action. It would also act as 
the central clearing house for informa¬ 
tion on the disaster plans developed by 
United Nations member states and on 
the location, availability, and character 
of emergency food, clothing, medical, 
<tnd other relief supplies. 

Other major recommendations made 
by the Secretary-General under the 
wide-ranging plan, which is to be sub¬ 
mitted to the Economic and Social 
Council and the General Assembly, are 
as follows: 

(i) An intensive effort should be 
made to apply science and technology 
more extensively to the prediction, con¬ 
trol and mitigation of natural disasters; 

(ii) Countries, especially those prime 
to severe earthquakes, windstorms, or 


the disaster-prone countries, introduce 
more disaster-resistant housing and to 
build preventive structures such as dams 
and dikes designed to forestall disasters; 

(v) Communications should be im¬ 
proved with disaster zones by means of 
portable transmitter-receivers and use of 
the United Nations own network (there 
are now jiermanent United Nations 
radio stations at Bangkok, Rawalpindi, 
Jerusalem, Addis Ababa, Geneva and 
New York), and possibly also in^uding 
use of satellite communications systems 
in emergencies. 

More specific than any previous 
United Nations reoommendatiaiu on this 
subject, tbe Secretary-General’s report 
emphasises organisational arrangaments 
at the iDtemstional level for improvirig 
assistance to help cope with disaster 
effects. 
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Socioldgy of Science 

Problems and Issues 

G S Aurora 

What are the substantive areas for research and thinking in the sociology of science? 

Three kinds of basic questions are posed by a social scientist in any specific field of study. 
The first centres around the structure and function of relationships within or between groups or cate¬ 
gories; the second is concerned with the relationship between an individual’s biography and the group’s 
or category’s history; and the third set of questions touches upon the norms, values, ideas and ideologies 
which underpin relationships between individuals and groups. 

An attempt is made here to take up these three substantive areas and locate major questions that 
may be posed in each one of these. 


THE excellent text-book of sociology 
written by T B Bottomore especially for 
the Indian student omits any reference 
to Sociology of Science in India.' This 
is not a lacuna of the book but a rtflec- 
tion on the state of the subject in India. 
There are in fact only three Indian 
books on this subject known to me, rAz, 
Surajit Sinha’s edited "Science, Techno¬ 
logy and Culture” (1970),^ IIAS’s “Man, 
Science and Society”, (1970)’ and A 
Ahmed and Gupta’s “Opinion Surveys 
of Scientists and Technologists in India” 
(1967).* 

There is no dearth of journalistic 
writing on science policy.® Official re¬ 
ports, such as the science policy resolu¬ 
tion of the Indian Parliament (1958)“ 
and the relevant parts of the report of 
the Administrative Reforms Commis¬ 
sion' and the two Education Commis¬ 
sions* provide both the raw data and 
mature thinking on various aspects of 
science policy. While talking of science 
policy the work of the members of the 
Research Planning and Survey Organi¬ 
sation of the CSIR cannot be ignored.® 
A Rahman who leads RSPO has writ¬ 
ten a very large number of thoughtful 
c.ssays in various journals. The Direc- 
tors-General of the major agency or¬ 
ganisations, such as the CSIR and ICAR, 
have also many published speeches and 
articles which could be termed autho¬ 
ritative pronouncements on important 
policy matters.*” Parliamentary debates 
on science related issues and speeches 
of die major political figures in the 
country all point out the lively interest 
and involvement of the Indian polity 
in science policy and science related 
matters. As a sociologist goes through all 
this material he inevitably feels reflected 
in it the absence of sociological studies. 
Indian writers on science policy do not 
have access to the state of thinking, liv¬ 
ing, values, tensions and conflicts with¬ 
in tihe BcientlSc community except what 
is apparent from controversies at the 
level of top managers of science (such 


as till- conliover.sios generated during 
the peiiod ot Hussain Zahecr and .Atiiia 
Rani of the CSIR).« 

What js rcflectcrl in the sociologists’ 
lack ol interest in such areas as socio¬ 
logy 111 science and scientific profes¬ 
sions? This leads to another (|uestion; 
what is it that generates a profession’s 
interest in specific areas of study and 
what influences shifts in the interest ot 
th(' profession from one area to other 
areas? These questions are properly ask- 
erl by a sociologist of sociology, 
a meta-sociologist. Not having done 
a systematic study of thc.se pro¬ 
blems 1 can only throw up some p:o- 
vocative conjectures, with the earnest 
hope that some enthusiast will take 
these up more assiduously than I have 
done. Firstly, I feel that Indian socio¬ 
logists fear to tread unbeaten paths for 
the fear that they may be isolated from 
their professional colleagues. The senior 
.sociologists on the other hand find so 
much satisfaction and returns in terms 
of professional attention from following 
the traditional areas of inteiest such 
as family, caste and community, that 
they rarely digress into newer fields. 
Thus wherever newer fields or newer 
methods and points of view come with¬ 
in our discipline, these are invariably 
opened up by foreign scholars. Setuiid- 
ly, our close dependence on foreign 
scholarship also has a negative ('fleet 
on the discipline. Since our traditional 
institutions .stand in contrast to the social 
institutions of the more * adv.inced 
countries their study acts as a means of 
understanding the institutions of the 
advanced societies. ’This very legitimate 
interest of the foreign scholars tends, 
nevertheless, to affect the “intellectual 
interests” of the Indian colleagues. We 
seem to be so dependent on apprecia¬ 
tion from and communication with our 
Western colleagues that their interests 
seem to circumscribe our own interests. 

Developments in the area of sociology 
of science arc, however, now being nush- 


cd loi\\.ird iiol so inucb as a chain re¬ 
action gcnciati'd by the intellectual in- 
teiesis of foreign scholars but rather as 
.in in gent demand from that section of 
the intellectual coininiinity which has 
been alive to the problems of develop, 
mg sciences in the context of our coun- 
tiv’s social and economic development, 
l.ike other are.as in applied social sci¬ 
ences, theicfoie, .sociology of science 
and scientific professions has, almost, 
been forced upon the profession of 
sociologists. 

II 

What aie the substantive areas for 
I ('.search and thinking in the sociology of 
.science? Paiaphrasing C Wiight Mills’* 
we may say that three kind.s of basic 
(|iiesti(ins aie posed by a social scien¬ 
tist in any specific field of study. The 
first set centies around the structure and 
liinction of relation.ships within or bet¬ 
ween groups or categories. The .second 
set is concerned with the relationship 
lietwcen an individual’s biography and 
the group’s or category’s history. And 
the third .set of (juestions touches upon 
the norms, values, ideas and ideologies 
which undeipiii relationships between 
individuals and groups, lyet us take up 
the three substantive areas indicated 
above and locate major questions that 
may lx- posed in each one of these. 

PnOHI.EMS OF .SoniAI, STnUCTURE AND 
FuNcrioN 

Bel ore one can set out the problems 
of relationship between various seg¬ 
ments of a field, the field has to be 
systematically charted. Taxonomy of the 
coiiununity of science therefore becomes 
the first task. Here of course the task 
is made easier by the fact that func- 
tional segmentation of science automa¬ 
tically produces structural segmentation 
of the scientific community. The ques¬ 
tions relevant to this fact ore: “To 
what extent is “the social segmentation 
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Table: Geographical DiSTRiBimoN of ScaENCE iNsimmoNs in India 



N = North; S = South; E = East; W = West. 

M = Metropolitan Cities; C = Cities (above 2,00,000); T=Towns (below 2,00,000). 

represented in the disciplinary aegmen- cists — with international linkages and workers and political, industrial and 

tation?" and "At what stage in the strong national organisations — has educational sub-systems of the broader 

development of a discipline dues dls- emerged. society. What is the structure of rela- 

ciplinary specialisation result in the or-- tionship between the political decision 

creation of a .separate social group?". Specific Characteristics makers and the working scientists? to 

Again, “What are the pro|>itiate con- The social structure of the scientific what extent must the scientific commu- 

junction of factors to produce scientific community cannot be based only upon nity take part in the political life as a 
sub-communities?". Wc may also ask fact of the science’s functional seg- .specific interest group? what are the 

as to the variety of “forms” which speci- mentation; other broader environmental structural facets of science-industry rela- 

alist groups assume in their efforts to factors too enter into the formation of its tionship? what is the importance of the 

become socially coherent. various categories. Since the community human factor in the science-technology- 

By posing the above questions we "I science is dispensed all over the world, industry chain? what are the factors 

have tried to direct the attention to the sub-communities are nationally and motivating the recruitment and incor- 
social structural consequences of the regionally delineated. Within the poration of individuals into the com- 

ideational history of an intellectual dis- national or sub-national environments niiinity of science-students? what are the 

cipline. .Social scientists of science such fhe scientific communities evolve speci- human factors affecting the quality of 

as Kuhn” have given us insights into fic characteristics of their own. As we science education? These are some of 

the patterns of growth of science in follow the history of a national or sub- the questions that come to my mind, 

general and scientific disciplines in parti- national scientific community, within it but there are a very large number of 

cular. Some others sudi as Derik would be reprc.sented the antecedents of other problems which must be explored. 

J De S Price” have dealt with the inter- the history and problems of growth of Among factors for segmentation of the 
face between the discipline and the the nation or the sub-national commu- scientific community the crucial one is 

community of the discipline. Sola Price nity. We have in George Basala’s” that of institutional environment. De- 

has, for example, discovered certain excellent paper an illustration of the spite uniqueness of each institutional- 

kinds of informal associations of “fron- regional socio-cultural influences on the environment it is possible to classify ' 

tier specialisation scientists” which he growth of science in India. Edward these into some broad categories. The 

defines a.s “invisible colleges”. The Shils’’* work, "Indian Intellectual Administrative Staff College of India is 

“invisible college" may again be only between Tradition and Modernity, presently engaged in a study of the 

one stage in the crystdlisation of the though not directly involved with the social environment of the sclentiste as 

formal organisation of the discipline. At sociology of science is yet a path-break- it is related to their values and social 

one time the atomic physicists were an ing contribution as far as the problem behaviour. In this connection we made 

international “invisible college" within of interaction between the “universall- an attempt to classify the universe of 

the broader field of physics, but with Stic intellectual disciplines” and “specific scientific institutions in India. The ac- 

the growth of nuclear physics as a socio-cultural conditions of India" are corapanying Table musters the available 

major discipline during the Second concerned. data on three variables, viz. Institutional 

World War an ar^culate and well A large niunber of problems centre on complexes (CSIB, ICAR, UGC, AEC 

organised community of nuclear physi- the relationship between the scientific etc), regional location and urbanisation. 
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Urbaniiation has been induded as one 
possible factor affecUng the identlat; 
tiiough to what extent die toda! life of 
the scientists is in fact affected by his 
urban milieu is yet to be seen. 

A number of questions originate from 
the fact of interface between the nature 
of scientific disciplines and the function 
of scientific institutions. For example, 
what is the relative emphasis placed 
within various institutions on applied 
science, basic sdence, frontier techno¬ 
logy? and which type of institutional 
environment is best suited to which type 
of research? In India the universities 
have, by and large, concentrated on 
fundamental research and applied le- 
search has been done mainly in the 
government sponsored research insti¬ 
tutes. A variety of problems of relations 
between “fundamentalists” and "applied 
people” in different institutional and 
hi.storical situations can arise. Again 
frontiers between applied and basic 
sciences are relatively vague. Defini¬ 
tion and redefinition of the specific 
functions and roles of the border areas 
of research can be a window to the 
“image” scientists have of their own 
involvement with “science" on the one 
<hand and functional intcr-linlcage of 
their science with society, on the other 
hand. As an example we may mention 
the fact that a number of young scien¬ 
tists in the United States seemed to have 
redefined their specific involvement as 
“applied sdence” instead of their earlier 
definition of the same field as “basic 
science”. This they have done largely 
because of the realisation that their 
work can have l>earing on the produc¬ 
tion of things with which they may or 
may not be in agreement. Awareness of 
the social consequences is leading to a 
great deal of reorientation of emphasis 
in the individual scientist’s work. 

Another set of questions centres 
around the internal structure of the insti¬ 
tutions of science. For example, what 
is die administrative set up within the 
sdentific institutions? Since “adminis¬ 
tration” forms the infrastructure of a 
functioning institution, the functioning 
of die scientist qua sdentist is very inti¬ 
mately related to the social relationships 
that he evolves with this infrastructure. 
Tentatively, we may consider probing 
the following substantive problems in 
this area. 

(a) Relative position of the "speda- 
lists” vb-a-vis the "administra¬ 
tors”. 

(b) Interchangeability between the 
"specialists” and the "administra¬ 
tors”. 

(c) Levels of prestige and audiority 

J ' 


and tlieir concomitant factors, e g, 
posWon of die sdentlsta widiln 
the reward-hierarchy; widiln the 
profession; widiin the broader 

'' community. 

I have mentioned above some of the 
problems connected with the relation¬ 
ship between the community of science 
and its broader political, industrial and 
educational environment. Here I would 
like to suggest the following typology ot 
linkages based upon the “nature of link¬ 
ages” : 

(a) Ititei-institutional linkages (gescl- 
schaft type), 

(b) Inter-collegial linkages (quasi- 
gemeinshaft type), 

(c) Inter-personal linkages (gemeiii- 
shaft type). 

A number oi questions arise from a 
consideration of these types. What insti¬ 
tutional forms are these inter-linkages 
taking? The.se questions direct our at¬ 
tention to the social structural features 
of the scientific community, e g, 

(a) Informal networks, 

(b) Semi-formalised invisible colleges 
or factions, 

(c) Formalised ossodations or inter(‘st 
group forums. 

Again, what are the communication 
channels and form.s adopted by the 
scientific community? 

(a) To establish links within the 
community; 

(b) To establish links with the insti¬ 
tutions outside the community; 

(c) To establish international links. 
And what is the spread of these net¬ 
works? 

(a) Regionally, 

(b) Nationally, 

(c) Internationally. 

Individual and His Environment 

Efforts at sociological analysis in any 
area would be incomplete if the im¬ 
portant aspect of, what Wright Mills 
pithily describes as "the intersection 
between the individual’s biography and 
the social history” is missed. Classifica¬ 
tion must take into account such factors 
as individual’s “spread of contacts with¬ 
in the professional community”, se\, 
“professional-generation”—that is life 
experiences within the historical frame¬ 
work as they may affect values and 
attitudes. Life experiences ot an indivi¬ 
dual vary according to his family back¬ 
ground as well as the background of his 
times as he grows through different 
phases of his life. ’These affect attitudes 
and values of an individual. Biography 
of an individual, again, is woven with 
that of his family, class, caste and the 


less determinable networks of his 
friendships. Often encounters with out¬ 
standingly good or bad teachers, friends 
and relations mark the biography of 
individuals, By compariqg these biogra¬ 
phies one may be able to sort out the 
relative influence of the socially given 
structure as against individually posses¬ 
sed characteristics. ’Then again one may 
correlate these social and personality 
factors with the professional involve¬ 
ment, competence and creativity of in¬ 
dividual scientists. The work of Pelz and 
Andrews on organisational scientists 
presents an I'xcellent analysis of the in- 
teri elation between a number of social 
and personal factors and the work-per¬ 
formance of the scientists. In India we 
solely need such studies. From the 
alxive discussion a number of problems 
tor investigation emerge. These may be 
summarily stated thus: 

(1) What is the process of socialisa¬ 
tion of an Indian scientist? Ashok 
I’arthasarathy’s paper on socio¬ 
logy of science elaborates this 
probliTn most outstandingly.” 

(2) Wliat are the .social-.structural in¬ 
fluences upon the process of so¬ 
cialisation? In other words does 
belonging to a specific caste, re¬ 
gion, class, and family influence 
the acceptance of the scientific 
values and professional ethics? 
What are the areas ot conflict 
between parochial and profes¬ 
sional loyalties and how are they 
resolved? 

(I) Does belonging to a joint or a 
nuclear family affect profes.sional 
involvement? 

(4) Is there any correlation between 
the order of birth and such 
phenomenon as creativity? 

Norms, Values, Ideas and Ideolooibs 

The problem of values can be view- 
i-d in three' contexts, firstly, the con¬ 
text of the scientific ideology, secondly, 
the context of the ethics of the profes¬ 
sion and thirdly the context of the 
broader culture of tlie community and 
its historical context. We may ask, for 
I'xample, how the scientific methodology 
affects the life-style of the scientists, 
and to what extent? Is it possible for 
creative scientists to be both sincerely 
religious and scientific at the same time? 
Do the scientists view the context of 
religious rationality apart from scienti¬ 
fic rationality? What land of scientists 
are affected in what way by a certain 
amount of conflict between science and 
religion? Again« what is the relation 
between secular and demooatic valuei 
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Against Discrimination in Employment 


and scientific values? In this area 
Aqueil Ahmed and Gupta have done a 
pioneering study, but much needs to be 
developed further in this direction. 

As far as tlie profe.ssional ethics of 
the scientists is concerned wc could 
ask a large number of questions ranging 
from queries about groupal conscious¬ 
ness and organisation among the scien¬ 
tists of various disciplines to the degree 
to which the scientists link their pro¬ 
fessional roles with their social roles, 
both as individuals and as groups. Some 
of the scientific professions, because of 
their close interaction with the public 
(for example the medical professions) 
have evolved elaborate professional 
codes. But others (e g, engineers) are 
still without these codes. There arc 
others who,se c-odes are still informal 
(such as teachers). In this connection wo 
may ask such que.stions as wliat are 
the environmental 1 actors conducive to 
the growth of professionalisation? and 
what is the infrastructure essential for 
developing piofc.ssional consciousness? 
Again, what varieties of professional 
cotles develop as a consequence of in¬ 
creased inter-professional communication 
and self-consciousness and what is the 
role of political institutions in develop¬ 
ing the professional consciousness? 

The ihiid .set of problems are con¬ 
nected with the nonns, values and ideo¬ 
logies of the broader society acting as 
the constraining etivironment for the 
scientific value system. Here one* may 
pose (luestions related to the confronta¬ 
tion of the scientific modes of thinking 
with traditional belief systems anil ideo¬ 
logies. We may lor example ask: to 
what extent can the traditional belief 
systems co-exist within a person along 
with the scientific ideology? and is train¬ 
ing in a scientific discipline correlated 
with the value system of a s'cientist? 

m 

The detailing of problems above is 
not exhaustive, there could be a large 
number of otlii'i problems that could be 
posed and indeed, within this .seminar 
we should try to point out as many 
kinds ol problems in the field of socio¬ 
logy of science as liossible so that the 
students of the subject have a ready 
pool from which to choose their problem 
lor intensive leseaich. 

Notes 

1 T B Bottoniore, “Sociology; A 
Guide to Pioblems and Literature", 
Geoige Allen and Unwin, London, 
1962 

2 Surafit Sinha (Ed) “Science, Tech¬ 
nology and Culture: A Study of 
the Cultural Traditions of India 


A SURVEY was made by the Interna¬ 
tional Labour Organisation's (ILO's) 
Committee of Experts on the Applica¬ 
tion of Conventions and Recommenda¬ 
tions. It studied, this time, the problem 
ol eliminating discrimination in employ¬ 
ment. The Committee is composed of 
19 members appointed in their personal 
capacity and coming from all parts of 
the world. The survey was submitted 
to the International Labour Conference' 
mi'eting in Geneva in Jime. 

It is based on reports which had 
been reipiested liom all ILO member 
Stall's on their national laws and prac¬ 
tices in fields covered by the Discrimi¬ 
nation (Employment and Occupation) 
Cimvention (Number 111) and Re- 
cnmineudation (Number 111), adopted 
by the Conference in 1958. It examines 
the position, l>uth in countries which 
have ratified the Cxinvention (at present 
75) and in countries which have not 
ratified it. 

The United Nations General Assemb¬ 
ly has proclaimed 1971 as the Interna¬ 
tional Year for Action to Combat Ra¬ 
cism and Racial Discrimination. In¬ 


creased awareness of the outstanding 
problems, reflected in the International 
Year, is in the Committee’s opinion 
largely due to the influence of interna¬ 
tional standards. 

In examining these problems, the 
survey recalls the worldwide condemna¬ 
tion of the policy of apartheid in South 
Africa (which is the .subject of another 
special report to the Conference), but 
points out that the relationship between 
different racial, ethnic, religious, or so¬ 
cial groups continues to present pro- 
blcms in many other countries. 

Eliminating discrimination, it main¬ 
tains, means not only combating obvi¬ 
ous negative attitudes but also creating 
positive conditions designed to promote, 
in practice, equality of the various po¬ 
pulation groups in the fields of training, 
employment, and economic and social 
advancement. 

The Committee describes the measures 
taken to this end and the difiSculties en¬ 
countered in the many varied situations 
existing in countries in all parts of the 
world, at different levels of development, 
and with differing economic,systems. 

V.. 
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Technocrats as Head of the* Block Team 

A Comment 
N S lodlu 


IN their article (December 19, 1970, pp 
2041-47), Iqbal Narain and V P Gro¬ 
ver conclude rather boldly that, "the 
obsession with the generalist vs the 
specialist controversy carried into the 
sphere of Panchayati Raj seems to 
yWd adverse results". The authors 
further assert that "the replacement 
of a generalist BDO [Block Develop¬ 
ment Officer] by a technocrat BDO 
may in the Indian context militate 
against the multi-dimensional approach 
to community development and may 
also worsen administrative problems 
without necessarily boosting produc¬ 
tion”. However, a closer examination 
of the methods and material used by 
the authors indicate that their effort 
is an exercise in over-simplification and 
the conclusions drawn by them are un¬ 
warranted. 

In the generalist vs the technocrat 
controversy one may come across 
scores of arguments and counter-argu¬ 
ments. The opinions do differ. How¬ 
ever the objective of the present note 
is not to argue for or against one or 
the other system. The limited purpose 
here is to indicate that the authors 
would, perhaps, have refrained from 
wording their conclusions in so cate¬ 
gorical a manner, had they attempted 
to correlate the so-called "poor per¬ 
formance" in the later years, with the 
real factors responsible for it; their 
present attempt to relate the poor 
performance with only one variable 
(and rather an irrelevant variable at 
that) yields inferences which are un¬ 
warranted, if not misleading. 


I 

The authors have derived the above 
conclusions on the basis of the com¬ 
parison of a few indicators of the 
level of performance of six Panchayat 
Samitis (two each in Ajmer, Pali and 
Kota districts) in the years of pre- and 
post-tedinocrat rule (1943-44 to 1945- 
44 and 1944-47 to 1948-49). The 
authors, however, are not worried 
about the comparability of their data. 
For example in the comparative study 
of physical achievements (the details 
of ^lyslcal targ^ are left unmention¬ 
ed), out of IS items in the two periods 
(Table 1 in the article), information in 
respect of four is not available for any 

J ' 


of the Panchayat Samitis for any of 
the years compnsing Ac period when 
the generalist was at the helm of 
development affairs. There are signi¬ 
ficant gaps in information even in res¬ 
pect of a few other items (e g, for 
some of the Samitis no information 
about any of the 15 items is available 
during 1968-69). The meaningfulness 
of comparison based on such data is 
obviously limited. 

Besides, on purely methodological 
grounds one could have a serious 
objection to the way in which the 
authors have drawn the conclusions. 
Before attributing any shortfall in 
physical achievement* to technocrat 
BDOs, it would be necessary to assess 
the extent to which the BDO (as a 
factor) contributes to block level deve¬ 
lopment. Only if his contribution is 
significant, the rest of the exercise 
(comparison of the efficiency of tech¬ 
nocrat vis-a-vis generalist) would 1>e 
worthwhile. Several sophisticated tech¬ 
niques are now available to research 
ers to precisely quantify and measure 
the contribution of individual variables 
in given situations; these could be pro¬ 
fitably used before hazarding anv con¬ 
clusion about the impact of change in 
the nature of incumbents to the post 
of BDO on rural development. One 
should hasten to add that paucity of 
usable data may severely restrict the 
scope for using sophisticated tech¬ 
niques. 

Alternatively, the above type of im¬ 
pact may be studied simply by com¬ 
paring the two situations, provided 
other factors (excepting change of 
BDOs post) which may substantially 
affect the development process remain 
unchanged provided that these factors 
change without producing a signi¬ 
ficant impact. In other words, if 
would be necessaTi to assume that the 
only factor that would make a signi¬ 
ficant impact on the rural develop¬ 
ment programmes would be the re¬ 
placement of one kind of BDO (gene¬ 
ralist in the present case) by another 
land (technocrat). The authors appear 
to have made this assumption impli¬ 
citly while comparing the data on phy¬ 
sical achievements of Panchayat Samitis 
in the two situations. Consequently, 
except for a bare mention, they over¬ 
look some of the very important fac¬ 


tors, characterising the latter (period 
(ie, the period of control by techno¬ 
crat BDOs), which might have affected 
the physical achievements of the 
blocks oven in the absence of any 
change in the technical* equipment of 
the incumbents to the post of BDO. 
These factors may be briefly discussed. 


n 

Firstly, after the completion of the 
Third Five-Year Plan (i e, 1965-66) 
there was a virtual ‘plan holiday’ in 
Rajasthan as well as in other parts of 
the country. The annual plans were 
certainly there but the tempo of deve¬ 
lopment slackened. There was an all¬ 
round economy drive in the State, 
which incidentally was the principal 
factor responsible for converting the 
agricultural extension officers (AEOs) 
info BDOs and substituting them for 
officers of the Rajasthan Administra¬ 
tive Service (RAS) working as (genera¬ 
list) BDOs, without providing for 
additional AEOs. All this had its im¬ 
pact on block-level activities too 

Allocation of funds for agricultural 
programmes (including community 
development and Panchayats) were 
substantially reduced. This inevitably 
affected performance under the diffe¬ 
rent programmes of the blocks. No 
block-level detail;, of plan expenditure 
under different heads are readily avai¬ 
lable. Yet the situation mav be illu¬ 
strated with the help of district level 
data of plan expenditure on agricultur¬ 
al programmes during the two periods. 
In Ajmer district the plan expenditure 
on agncultural programmes during the 
second penod was about Rs 83 lakhs 
as against Rs 108 lakhs during the first 
period. The corresponding figures for 
Kota were Rs 113 and Rs 137 lakhs res¬ 
pectively. For Pali district the amount 
was Rs 105 and Rs 140 lakhs for the se¬ 
cond and the first periods respective¬ 
ly.* Thus the plan expenditure on 
agricultural programmes during the 
second period (i e, regime of the tech¬ 
nocrat BDOs) compared to first period 
(i e, regime of the generalist BDOs) 
declined by nearly 22, 18 and 25 per 
cent in Ajmer, Kota and Pali respec¬ 
tively. The impact of such a decline 
in plan expenditure for block level 
development would certainly be greater 
than the impact (if any) of change in 
the type of personnel manning the 
post of BDOs. 

Secondly, the second stage was 
poorer in terms jaf weather qpnditions 
compared to the first one. Most parts 
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of the Uistricts, particularly of Pali and 
Aiinri had poor rains or almost famuic 
conditions ’ The water supply from 
irrigation systems operating in the 
three districts and irrigation wells was 
very severely reduced These factors 
had an adverse impact on block lesel 
development activities, too 

Further, as is well known, the whole 
process of development in the State 
gets a severe setback during the famine 
years Provision of relief rather than 
development becomes the main prob¬ 
lem A part of deselopment funds gets 
diverted to relief measures The Reve¬ 
nue and Public Works Depaitments 
arc usually in control of the situation 
The development agencies, in practice, 
are made subsidiary to the above two 
agencies In such circumstances the 
achievement performance of blocks is 
bound to suffer 

There is another reason why deve¬ 
lopment funds get diminished in scar¬ 
city or famine conditions which is 
that there is a decline m the level of 
institutional credit Poor agricultuial 
production results in downfall in le 
covery of loans bv the credit institu 
tions which, m turn, means fewer 
funds foi further lending Table 2 
presented (not interpieted) by the 
authors partly supports our contention 
The availability of institutional loans 
(short-term, medium term and long¬ 
term together) during the second 
stage M as l( ss thau hall ol tht loans 
given (lining tin first stag! in most ot 
th( Paiuhavat S.iniltis stiitlied l>v thi 
authors 

Thirdly, m ceitain cases, the relative¬ 
ly poor petformance of Panchayat 
Samitis during the second stage was 
only a manifestation of some long 
term tendencies in the Community 
Development Programme itself In 
other words, physical achievements 
under certain Hems have been declin 
ing year after veai Hence comparison 
of the two periods without consider 
ing the performance in the veais pie 
ceding them may not prove meaning¬ 
ful. People’s participation (deteiioia 
tion in which has been pinpointed bv 
the authors), is one such item, where 
of late perfoimancc has been deteriorat¬ 
ing in successive years The pheno- 
nonieium lan Ik obsirvtcl Ironi Tuhli 1 
Itself in the case of some of the Pan¬ 
chayat Samitis In this context it is 
interesting to see the observations ot 
the Evaluation Organisation study (in 
1962-611 “There was a spontaneous 
and enthusiastic response from the 
people whkn the State first initiated 
the programmes of rural development 


In the first spurt of enthusiasm, con¬ 
tribution was more readily forthcom¬ 
ing After the primary felt needs 
of the people were satisfied they 
naturally became somewhat reticent 
to continue the work with same tem¬ 
po There is also growing feeling 
that It IS the duty and responsibility 
of the State to develop the villages 
and local contribution should not be 
insisted upon”. Accentuation of rural 
factionalism caused by the extension 
of the process of elections, according 
to the study, “has a very unwhole¬ 
some effect on people’s participation 
in development programme” * 

In the case of a few other items, 
again, because of the very nature of 
things, a continuous increase in physical 
achievements is an impossibility Ulti¬ 
mately some sort of saturation stage 
IS reached beyond which physical 
achievements are necessarily insigni¬ 
ficant The additional area under 
cultivation (again cited by the authors 
as an indicator of deteriorating per¬ 
formance of the BDO) IS one of such 
Items where, normally, achievements in 
the latter periods would be inevitably 
less spectacular than those in the ear 
her periods 

The above argument would also 
apply to items like distribution of im¬ 
proved seeds, implements and animals 
of improved breed, compost pits and 
even agricultuial demonstrations, if 
farm technologv and the agricultural 
development strategy (which affect the 
piiorities within agricultural program¬ 
mes) remain unaltered Even if the lat¬ 
ter two change, the achievements under 
some of the above items would still 
continue to be low This would be so 
for the following reasons 

Since the adoption (in 1965-66) of 
the new strategy of agricultural 
development, agricultural program¬ 
mes even at block level have un¬ 
dergone considerable change The 
highest priorities arc now accorded to 
the increased acreage under feitiliser- 
responsiv e high yielding varieties of 
seeds Other items like distnbution of 
improved implements, traditional im¬ 
proved seeds’ and compost pits, etc. 
have now been relegated to a position 
of insignificance. This is an important 
explanation for the lower achievements 
under such items 

To sum up, the period since the re- 
pl.K mint ol gcneiahst BDOs bv the 
technocrat BDOs in Rajasthan has 
been characterised by factors such as 
reduced allocation of funds for agn- 
cultural programmes, indifferent wea¬ 
ther conditions and changes in the 


priorities within the agricultural pro¬ 
grammes. All of these factors, together 
with some long-term tendencies withm 
the Community Development Pro¬ 
gramme, explain the relative position 
of physical achievements in different 
activities of the Community Develop¬ 
ment Block during 1966-67 to 1968-69 
compared to the preceding three years. 
In our opinion, the impact of the above 
forces has been so overwhelming that 
the impact (if any) of the changes in 
the type of incumbents to the posts of 
BDOs on physical achievement of 
some Items could not but be insigni¬ 
ficant. 

Before we end, a word may also 
be added about the authors’ impres¬ 
sion that the new BDOs being tech¬ 
nocrats (and therefore poor ad¬ 
ministrators) readily submit to the 
political pressures at Panchayat Samiti 
level and so give rise to various irre¬ 
gularities. Here, to be brief, one can 
add only this much, that such lapses 
are nothing new for Panchayati Ra| 
institutions in most parts of the State. 
In fact, the type of BDO (technocrat 
or generalist) is of little consequence 
as far a& the above ills are concerned 
This IS apparent from the observations 
of the Evaluation Organisation study 
(during 1962 63 when a generalist used 
to be the head of the block team), 
which compare well with the authors’ 
observations about technocrat BDOs. 
The study observes that, “Instances 
have been noticed in which the Vikas 
Adhikari (BDO), has substantially 
surrendered his judgment or discre¬ 
tion to the Pradhaii or the dominant 
group in the Panchayat Samiti or has 
even actively associated himself with 
activities which can not be termed 
wholly regular’’ ‘ 

Notes 

1 In fact It IS difficult to conclude 
anything about the performance of 
the programmes unless achieve¬ 
ment figures are related to targets 

2 Calculated from districtwise plan 
expenditure in “Statistical Ab¬ 
stracts of Hajasthan” for the years 
1964, 1965 and 1966 and “PUn 
Progress Report”, 1966-69, both 
published by the Directorate of 
Economics and Statistics, Rajas¬ 
than, Jaipur. 

3 According to the records of the 

Famine Relief Department, Rajas¬ 
than, the number of tehsils partly 
or fully affected by scarcity condi¬ 
tions during 1966-67 was 5 out of 
5 in Aimer, S out of 7 in Pah and 
5 out of 12 in Keta. During the 
subsequent two years the rainfall 
conditions were still worse and all 
the tehsils in Pali and Ajmer were 
partly or fully affected by famine 
conditions. r 
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4 "The Pattern of Rural Develop¬ 
ment In Rajasthan”, Evaluation 
Organisation, Government of Raias- 
than, Jaipur, pp 82-83. 

5 It IS not clear from the article 
under review, whether the item 
‘improved seeds', included the 
new high-yielding varieties of 
seeds. At least the data of new 
seeds distributed in two Samitis 


in Kota district (a district includ¬ 
ed in Narain and Grover’s article), 
collected for study by the Agro 
Economic Research Centre (.for 
Guiarat and Rajasthan), show 
■that the amount of new !,eeds 
distributed (excluding the natural 
spread in the case of Mexican 
wheat) was much higher than le- 
ported by the authors. Besides 
achievements of acreage under 


HYV in the two Samitic have 
exceeded the targets year after 
year since 196'5-66. For details see, 
“Study of High-Yielding Varieties 
Programme in Kota District, 
Rajasthan”, Agro-Economic Re- 
sedch Centie, Vallabh Vidyanagar, 
Research Studv No 21, 1969 

(raimeo) 

6 "The Pattern of Rural Develop¬ 
ment in Rajasthan oji (tt, p 97 


The whale vlllao* t^lha ef her. If 
IHUo Rampur had a nawapaper, this would 
have baan a haadlina I 
Munlaimna deaan't give up aaally. 
Naarlng fifty, aha haa bought a aawing 
machine. The village Bank gavo her a 
lean. She atitchaa clothaa for the 
neighbourhood and adda to her 
huaband’a Income . . . 
She worka at night, whan the chorea 
are over She can . , . Her hut la 
electrified. Power flowa in the vlllagea, 
turning the wheels of small 
workehopa, drawing water out of 

^Muniamma 

Sews 


the depths In Bie fields.... 

Even the elMnan uses power; ha haa 
sold the tired bullocks that turned 
the ghanl. Hie een is in the 
polytechnic. The boy may dig for 
oil, one day .... Who knewa ? 

;i it is a better today* 

' I which will lead to a 

I' .still hotter tomorrow 
(|sh- 

■ :)C For a free copy of a tMWklei 

I 'INDIA TODAY , pleeae write lo 

D.A.vr.,PTi Bldg. Parliament Stieat 
New Oalhl-I 
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Dena Bank 

Bomlmy 

Balance Sheet as at 31st December 1970 


1969 


CAPITAI. AND UABIUTIES 


1970 

Rs. 

1 . 

Capital: 

Rs. P. 

Rs. P. 

1,25,00,000 


Paid-up Capital 

(Wholly owned by the Central Government) 


1,25,00.000.00 


2 . 

Rcatrva Fund and Other Reserves : 



1,77,43,669 


(Including Share Premium Account Rs. 11,(X),0(X> and Development 
Rebate Reserve Rs. 1,15,000) 


1,87,63,669.00 


3. 

Deposits and Other Accounts : 



64,42,99,215 

44,22,60,561 

26,95,74,000 


Fixed Deposits 

Savings Bank Deposits 

Current Accounts, Contingency Account;, etc. 

73,31,66,858.01 

50,94.44.314.85 

30.72,42,168.00 


135,61,33,776 




154,98,53,340.86 


4. 

Borrovrings from Other BaidUng Companies, Agents, Etc.: 



6,20,35,600 

Nil 


i) In India 

ii) Outside India 

12,08,09,600.00 

Nil 


6,20.35,600 


Particulars : 


12,08,09,600.00 



A. Secured : 



Nil 

3.80,00.000 

1..35.35,600 
1.05,00,000 


i) By part of Investments as per contra 

ii) By p>art of Bills Discounted as per contra 

iii) Under the Refinance Scheme of Industrial Deveic^ment 

Bank of India by part of advances as per contra 

B. Unsecured : 

Nil 

10.60,00,000.00 

1.48,09.600.00 

Nil 


1,11,55,774 

5. 

BUit Payable : 


1,99.33,792.20 


6 . 

Bills for CoUeCtion bciiis BMis Recatvahie as per contra : 



10,70,98,663 

1,27,31,043 


i) Payable in India 

ii) Payable outside India 

12.7142,866.44 

141.M.050.50 


11,98,29,706 




14,3252,916.94 

157,93,98,525 


Carried Forward 


186,71,13,319.00 
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Dena Bank 

Bombay 

Balance Sheet as at 31st December 1970 


♦ 


1W9 

PROPERTY AND ASSETS 

1970 

R*. 

1. OMb: 

Rs P. Rs. P. 

13.06.97,943 

In hand and with Reserve Bank of India, State Bank of India 
and Notified Banks (Including Foreign ^rrency Notes) 

13,71.37,902 78 


2. Balwiwis wifli Otter Banks : 


12.86.394 

40.57,101 

i) In India on Current Accounts 

ii) Outside India on Current Accounts 

9,95,447 04 

16,40,024 52 

53,43,495 


26,35,471 56 

20,00,000 

3. Money at Call and Short Notice : 

15,00,000 00 


4. Investments : (At or Below Mattel Value) 


46,97,71,098 

18,39,940 

69,63,533 

Nil 

21,22,155 

1,03,60,183 

Nil 

Nil 

i) Securities of the Central and State Governments and other 
Trustee Securities : 

(Face Value Rs. 49,35,20,200) 

ii) Shares : 

a) Fully paid PiefereiK% Shares 

b) Fully paid Ordinary Shares 

c) Partly paid Preference Shares 

d) Partly paid Ordinary Shares 

iii) Debentures or Bonds 

iv) Other Investments 

v) Gold 

48,92,76,232 23 

18,39,939 75 

61,72,523 08 

Nil 

21,22,154 80 

87,84,747 50 

Nil 

Nil 

49,10,56,909 

5. Advances : 

50,81,95,597 36 


(Other than bad and doubtful debts for which provision has been 
made to the satisfaction of the Auditors) 



/, Loans, Cask Credits, Overdrafts, etc : 


63,58,13,414 

Nil 

i) In India (includes an amount of Rs. 1,48,09,600/- relating to 
medium term advances in respect of which finance has been 
obtained from the Industrial Development Bank of India 
as per contra) 

ii) Outside India 

78,60,26,900 51 

Nil 

63,58,13,414 

II. Sills Discounted and Purchased ; 

78,60,26,900 51 

21,15,22,188 

1,41,75,542 

(Excluding Treasury Bills of the Central and State Governments) 
i) Payable in India (of which Bills of the lace value of Rs. 
12,75,00,000/- are held by the Reserve Bank of India as 
securities against Borrowing Arrangements) 
ii) ftyabte ouwde India 

29,72.47,351.68 

2,41,11,036.88 

22,56,97,730 


32,13,58,388 56 

86,15,11,144 


110,73,85,289.07 

149.06.09.891 

Carried Forward 

, 175,68,54.260.77 
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Balance Sheet aa at Slat December 1970 


1969 


CAPITAL AND UAKUTOS 


1970 

i 

Rs 


Brought Forumd 

Rs P. 

Rs P. 

157,93,98,525 




186.71,13.319 00 

5,71,04,365 

7. 

Other UaUlitics: 


6.07.74.135 05 

10.44.36.691 

8 . 

Aeoeptanees, Eadorsemeata and Other ObUgatioaa as per contra : 


13,06,46,220.83 


9. 

Profit and Lose: 



1.43.284 


Profit as per last Balance Sheet 

Nil 


30,63,474 


Add : Profit for the year as per Profit and Loss Account 

50,99,140 61 


32,06,758 



5039,140 61 


16,28,669 


Less : Transferred to Reserve Fund 

1030,000 00 


15,78.089 



40,79,140 61 


8,05,000 Lest: Bonus to Staff 

(Balance bonus for 1969) 

24,59,000 00 



BaUince being the amount to be transferred to Government in terms 
of Section 10(7) of the Binking Companies (Acquistion and Transfer 
7.73.089 of Undertakings> Act. 1970 16.20,140 61 


10. Contingrat LtebOlliM : 

i) Claims against the Banking Company not 
S,62,126 acknowledged as debt* 

19.84.180 ii) On partly paid shares of Joint Stock Companies 

18,20.59,836 lii) On Letters of Guarantee on behalf of Constituents 

3,22,90.600 tv) On account of Outstanding Forward Exchange Contracts 

Nil v) On Bills of Exchange Rediscounted 


12,82,384 46 
19,84.180 00 
20.33.64,779 8“ 
2,27,85.668 83 
Nil 


Note : Provision to the full extent for future gratuities 
to StaflThas not been made, the liability for which 
has not been ascertained. 


174,17,12.670 


Total 


M6.0133J01S.49 
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Glance Sheet aa at Slat December 1970 


1969 


PROfEBTV AND ASSETS 


1970 

Rs. 



Re. P. 

’ Rs P. 

149,06,09,491 


Brought Forward - 


175,68,54,260.77 



Pirticulars of Advances: 



72,59,86,176 

3,62,88,737 

9,92.36,231 

Nil 


i) Debts considered rood in respect of which the Banking 
Company is fiilly secured 

ii) Debts considered good for whidi the Banking Company holds no 
other security than the debtor's personal security 

iii) Debts consktered good secured by the personal liabilities of one 
(M more parties in addition to the personal recurity of debtors 

iv) Debts considered doubtful or bad, not provided for 

92,87,90,433 07 

4,93,16,837 22 

12,92,78,018 78 
Nil 


86,15.11,144 



110,73,85,289.07 


4,87,952 


v) Debts due by Directors oi OfScers of the Banking Company 
or aqy of them either severally or jointly with any other pcisons 

6,36,288 12 


NOT APPLICABLE 

. vi) Debtsdue by the companies or firms in which the Directors of the 
BanUng Company are interested as directors, partners or Mana¬ 
ging A^nts or, in the case of private companies, as members 

Nil 


4.87,952 


vU) Maximum total amount of advances including temporary advan¬ 
ces made at any time during the year to directors or manageis 
or officers of the Banking Company or any of them either several¬ 
ly or jointly with any other persons 

7,32,817 51 


NOT APPLICABLE 

Nil 

viii) Maximum total amount of advances including temporary advan¬ 
ces granted during the year to the companies or firms in which 
the directors of the Banking Company are interested as directors, 
partners or managing agents or in the case of private companies 
as members 

ix) Due from Banking Com; ames 

Nil 

7,41,316 00 


10,70,98,663 

1,27,31,043 

6. 

Bills ReoeinMe being Bids for CNlection as per contra : 
i> Payable in India 
ii) Payable outside India 

12,71,02,866 44 
1,81,50,050.50 


11,98,29,706 




14,52,52.916.94 

10,44,36,691 

7. 

Coostitiients’ Liabilities for Acceptances, Endoraements and Other 
OUtertiona as pet contra; 


13,06,46.220 83 

70,07,473 

10,60.340 

8. 

Premises: Less Depreciation 

At cost as per last Balance Sheet 

Additions during the year 

80,67.813.16 

3.18.272.66 


80.67,813 

19,75,000 


Lets : Depieciation to date 

83.86,085.82 
22 .00,000 00 


60,92,813 




61,86,085.82 

1,28,97,742 

31,89,542 

9. 

Ftvnitnre and Fixtnras : Less Depieciation 

At cost as per last Balance Sheet 

Additions during the year 

1,60,26,930.34 

32,85,880.35 


1,60.87.284 

60.353 


Less : Deductions during the year 

1,93,12,810.69 

1,26.591.57 


1,60.26,931 

62,34.008 


Less : Depreciation to date 

1,91,86,219.12 

76,42,727.43 


97,9^923 




1,15,43,491 69 

34,05.069 

60.23.595 

10,675 

5,77,935 

».?3.772 

10. 

Othar Aasets Indnding SUrer : 

a) Advance payment of tax 

b) Interest accrued on Investnnents 

c) Small Miver Bars 

d) Stamps and Stationery 
e> Sundry Deposits, etc. 

14,55,379.00 

63,82,965.84 

6,291.89 

7,58,941.27 

10,67,261.44 

’ 

1.09.51,046 




96,70,839.44 

NU 

It. 

Non*Baricing Assets Aeqaired in Satlsfiictlon of Claims 


Nil 



Total 


206,01,53,815.49 




• 
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Dena Bank 

Rc$port of the Aaditors 


J\ine 26, lOTl 


The Picndent of India : 

1. We have audited the faiegoing Balance Sheet of OENA BANK as of 31; t December 1970 and also the forcing Profit and Lou 
Account at the Bank for ihs year ended on that date, in which are ineorporaied the Reiurns from 85 Brandies audited 
by us, 58 Brandies audited by otner auditor;, and the unaudited returns in respect of 205 Brandies not visited by us, fot the exclusion 
of which Branches ftom audit, ooncumnce of the Reserve Bank of India was obtained. 

2. The Balance Sheet and Profit and Los> Account have b:en drawn up in forms *A’ and ‘B’ raspectively of the Third Schedule of 
the Banking R^ulation Act, 1949. Accordingly, they disclose such matters as were required to be disclosed in the ccse of banking 
compauies prior to natioaalisatiun by virtue of the provisions of the said Act as read with the related provisions of the Companies 
Act, 1956. Subject to the limitations of sudt disclosure and on the basis of the audit indicated in the flist paragraph, we report that: 

(al In our opinion and to the best of our information and the expianaiiona given to us and as shown by the books of the Bank : 

(i) the Balance Sheet read with the notes thereoa is a full and fair Balance Sheet containing the necessary particulars and 
it is properly drawn up so as to exhibit a true and fair view of the ai&its of the Bank as at 31st December 1970; 

(ii) the Profit and Loss Account read with the notes thereon shows a true balance of profit for the period covered by the 
Account. 

(b) We have obtained r II the •nformition anJ explanations which to the best of oui knowledge and belief were necessary for the 
purposes of our audit and have found them to be satisfactory; 

(c) The tiansactions ot the Bank which have come to our notice have been within the powers of the Bank; 

(d) The Returns received from the offices and branches of the bank have bjsn fojnd adequate for the purposes of our audit. 

Dalai & Shah 
N. M. Raiji A Co. 

Bombay, 17tb June 1971. Kulkarni As Khanolkar 

Chartered Aecomtants 


FROM THE CHAIR 


Alembic Chemical Works Company 
Limited, Baroda 

Speech of the Chairman, Shri Ramanbhai B Amin 


THE following is the Speech of Shn 
Ramanbhai B Amin, Chairman, Board 
of Directors, at the Sixty-fourth 
Annua! General Meeting of the Com¬ 
pany held on June 17, 1971: 

Ladies and Gentlemen; 

I have great pleasure in welcoming 
you to the 64th Annual General Meet¬ 
ing of the Company. 

The Accounts for the year ended 
31st December, 1970 and Directors’ 
Report have been circulated to you 
and with your permission, I shall take 
them as read. You ,will observe from 



over. 

While maintaining its pace of 
growth, your Company has always 


kept in view the need for making 
available new and better drugs and to 
make them available where needed 
through a wide and efficient network 
for distribution. In this direction, the 
commencement, during the year, of 
the manufacture of tv o antibiotics r/z 
Streptomycin and Erythromycin are 
worth mentioning. The next one would 
be Kanamycin. In the distribution of 
goods we have reached out to the rural 
centres to a larger extent than was 
hithe'to possible. In spite ol the fie- 
quent and persistent uncertainties in 
obtaining raw materials, the Company, 
I am glad to say, has been able to 
satisfy, by and large, the demand for 
quality goods. In this task, while there 
arose a necessity to maintain larger 
stocks of material, the facilities for 


credit and finance became more and 
more diflicuit to arrange for. The 
nationalisation of the major commer¬ 
cial banks and the subsequent direc¬ 
tives regarding the grant of facilities 
to larger industrial units like yours 
are affecting the pattern of corporate 
financing. The transition in this, as in 
all others, has been trying. The pau¬ 
city of finance is accompanied and 
aggravated by higher cost of borrow¬ 
ings. 

The overall economic situation in 
our country has over the past few 
years improved and stabilised. Agri- 
cultural production has made good 
progress. In the industrial sphere, a 
number of linkage products and* ser¬ 
vices have been developed, so that the 
major industries can expand and 
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diversify production without suffering 
setbacks and delays as they used to, 
earlier. The general perspective, there¬ 
fore, is such that the economy is pois¬ 
ed for rapid, smooth and sustained 
growth. It, however, has not been 
able to ‘take off because some pre¬ 
requisites in terms of government 
policy and approach are not satisfied; 
and the momentum built up so far is 
likely to be spent and dissipated. If 
this happens, we would have an in¬ 
duced lecession, thanks to the lack of 
imaginative and positive policies on 
the part of government rather than to 
the constraints and limitations of our 
economy itself. 

The proposals of the budget present¬ 
ed by the Finance Minister are not 
designed to lilt us out of stagnation. 

Excise us a form of taxation has 
been a very popular instrument, for 
raising revenue with governments. 
Because of the easiness with which it 
can be raised there is a tendency to 
bring more commodities under it or 
to enhance the rates on existing 
articles or to take resort to both. This 
IS done with a view to pull in the 
revenue without any serious considei- 
ation as to its other wider implica¬ 
tions. The high level of these rates 
makes the use of these articles prohi¬ 
bitive. Also in cases like the excise 
on capital goods, the means of pro¬ 
duction themselves are subjected to a 
crippling levy. Whatever may be the 
objectives of an excise levy, it surely 
was never meant to be a punitive 
measure to prohibit consumption of 
certain categories of articles; nor 
should it. by its very nature, be an 
impediment to higher production be¬ 
cause excise thrives on higher produc¬ 
tion. Instances of such ill-considered 
excise levies arc many. The heavy 
excise of over ^0 per cent on refriger¬ 
ation units used in industry is one 
instance. The high rale of 66 per cent 
on air-conditioners in a country of 
climatic extremes is prohibitive and is 
a levy on efficiency. The rate of .S3 
per cent for industrial refrigeration 
units cuts at the roots of industrial 
production and employment. Further, 
what was once regarded as a luxury 
soon becomes a common man's neces¬ 
sity. Surely betterment of life is what 
we ail strive for. However, when 
industries try to make this possible 
and bring some of thf good things of 
life within the reach of the people, 
the tax gatherer promptly steps in and 
pulls the things back out of their 
reach. Such exercises in frustration 
have become hardy annuals in our 
budgets. 


Any excise levy which increases 
costs and curtails production leads to 
an aggravation of the inflationary situ¬ 
ation already threatening our economy. 

I submit, therefore, that there must 
be a ceiling on the rate of excise duty 
say, at 20 per cent. Industrial equip¬ 
ment should be completely freed from 
excise and be relieved from this addi¬ 
tional load, particularly when high 
costs are pricing out so many of our 
potential exports in international 
markets. 

Much has been said recently about 
the inconvenience caused to industry 
by the canalisation of imports. What 
I would like to point out, however, is 
the danger of indiscreet imports being 
made. Any indiscriminate imports 
would be against the interest of the 
domestic production and indigenous 
development of materials, and would 
dampen the tempo of self-reliance 
and import substitution which we have 
sought to build up over the years. We 
already have a paradoxical spectacle 
of the imports of penicillin being made 
while indigenous manufacturers like 
us are a.sked to export it. An added 
curious aspect is that your Company 
is not even allowed to expand its 
capacities. 

Price control in a specific sector of 
the national industrial nexus is prima 
facie unfair and is also difficult to 
manage. It is unmanageable because 
the official machinery, whose acquain¬ 
tance with the specific and general 
situation of an industry is already 
inadequate is burdened with a man¬ 
date which may be characterised by 
political prejudice, as it was in the 
case of the Drug Prices Control 
Order. It is unfair because the 
scheme of control is arbitrarily worked 
out and operated in such way that 
the prices of end products are fixed 
while the costs of every other input 
are allowed to rise unchecked. Ironi¬ 
cally enough, this was imposed on 
perhaps the only industry in India 
wherein the industry kept its own 
prices in check while the prices of 
every other industrial product were 
going up. The present price control 
order, however, is a fact of life and 
the industry is somehow adjusting it¬ 
self to its peculiarities and hardships. 
One would hope and strongly urge 
that in the light of this experience. 
Government does not indulge in any 
further exercises and experiments in 
this direction. Experience shows that 
price control can be only a temporary 
measure and a palliative to be utilised 
only in special conditions. In the 
long run. selling prices will depend on 


costs. Costs can be reduced only if 
production is allowed to grow. There 
must, therefore, be lesser ^constraints 
on production and there should be no 
procedural delays in sanctioning new 
or increased capacities. The long 
delays in sanctioning the expansion 
programme for increased capacities in 
our antibiotics and the antitussive are 
glaring examples in our case. We 
understand that similar is the experi¬ 
ence of most other manufacturers. If 
there are no hurdles and handicaps 
to increased production, we have 
greater competition and a basic drive 
to greater efficiency and cost-consci¬ 
ousness. And better results will be 
achieved thus than through any system 
of rigid and detailed price control. 
One can only hope that an appreci¬ 
ation of this plain truth will be more 
widespread and will influence all gov¬ 
ernmental action hereafter. 

Before I conclude, you would like 
me to express our appreciation of the 
hard work willingly put in by all the 
workers and members of the staff 
both at Baroda and at the various 
centres for distribution situated all 
over the country. I thank my collea¬ 
gues on the Board for their guidance 
throughout the year. 

1 now commend the Annual 
Accounts and Directors’ Report for 
.\our consideration. 

Note-. This docs not purport to be 
minutes of the meeting. 


Irrigation in Afghanistan 

THE existing irrigation system in the 
Khaiiabad valley in north-eastern 
Afghanistan is to be modernised. A 
credit of $ 5.0 million from the Inter¬ 
national Development Association (IDA) 
has been offered for the purpose. 

The Khanabad valley of the Kunduz 
province is one of the more fertile area.s 
m Afghanistan. The present irrigation 
system consists of loose stone structuics 
to divert water from the river into irri¬ 
gated canals with brushwood drops and 
checks that control the flow through the 
canals to farm turnouts. These fre¬ 
quently wash away during floods and do 
not allow controlled application of water 
or efficient use of new varieties of seeds 
and fertiliser. The idea now is to 
construct permanent structures including 
a diversion weir on the Khanabad river, 
a main canal and link canals with water 
control structures, cross drainage, bridges 
and culverts. The project will provide ( 
Improved water control, prevent flood¬ 
ing of the valley durhig peak flow 
seasons and relieve water shortages. 
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or the betrayed? 


A shadow darkens the future 
of over 60% of India’s children— 
yet not many people even know 
its name: protein malnutrition. 

What it means 

Protein is the element in 
food that builds both body and 
mind. If children between G 
months and 5 years do not got 
enough protein they beenmo 
physically stunted. Wonso, 
their mental development may 
be affected. And protejii 
later on cannot repair this 
damage. It lasts a lifetime. 

What it forebodes 

•Economic ills—Adults 
below par, prone to illness, 
mean low productivity, 
wasted manhours. 

•Population problems— 
Malnutrition is the major 
single cause of infant deaths. 
High infant mortality 
encourages larger families. 

•Social injustice—When 
over two-thirds of the younger 


generation could be handicapped 
by malnutrition, how can we 
talk of equal opportunity for all? 


Help. 


Malnutrition is a hidden famine 
.. and so more dangerous. We 
must fight it on all fronts. 

DEVELOPMENT PLANNERS 
must recognise that nul.i ition is 
an important pre-.^quisite to 
socio-economic development. 

PRIVATE INDUSTRY must 
fulfil its social responsibility 
—low-cost nutritious foods 
are urgently needed. 

GOVERNMENT, BOTH 
CENTRAL AND LOCAL, must 
•initiate developmental research 
•rationalise distribution 
of scarce protein foods 
•encourage the food industry 
with rational laws and 
licensing policies 
•organise mass-scale 
relief programmes 
•extend fortification of 
basic foods 
•use mass 
communication 
for nutrition 
education 
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